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PREFACE

HE text of the present edition is copied from that of the fifth.
the last published befol_ Adam Smith's death. The fifth

edition has been carefully collated with the first, and wherever the
two were found to disagree the history of the alteration has been
traced through the intermediate editions. With some half-dozen

utterly insignificant exceptions such a_ a change of 'these' to
' those,' ' towards' to 'toward,' and several haphazard substitu-
tions of 'conveniences' for 'conveniencies,' the results of this
collation are all recorded in the footnotes, unless tlle difference

between the editions is quite obviously and undoubtedly the con-
sequence of mere misprints, such as ' is' for ' it,' ' that' for ' than,'

' becase' for ' because'. Even undoubted misprints are recorded
if, as often happens, they make a plausible misreading which ha_
been copied in modern texts, or if they present any other i_ature
of interest.

As it does not seem desirable to dress up an eighteenth century
classic entirely in twentieth century costume, I have retained the

spelling of the fifth edition and steadily refused to attempt to
make it consistent with itself. The danger which would be in-

curred by doing so may be ._hown by the example of' Cromwel '.
Few modern readers would hesitate to condemn this as a misprint,
but it is, as a matter of fact, the spelling affected by Hume in his
tIi.,tory, and was doubtless adopted from him by Adam Smith,

though in the second of the two places where the name is men-
tioned inadvertence or the obstinacy of the printers allowed the
usual ' Cromwell' to appear till the fourth edition was reached. I
have been equally rigid in following the original in the matter of
the use of capitals and italics, except that in deference to modena

fa, hion I have allowed the initial words of paragraphs to appear
r
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in small letters instead of capitals, the chapter headings to be
printed in capitals instead of italics, and the abbreviation
'Chap.' to be replaced by 'Chapter' in full. I have also allowed

each chapter to begin on a fresh page, as the old practice of be-
ginning a new chapter below the end of the preceding one is incon-
venient to a student who desires to use the book for reference.

The useless headline, ' The Nature and Causes of the Wealth of

Nations,' which appears at the top of every pair of pages in the
original, has been replaced by a headline which changes with every
chapter and, where possible, with every formal subdivision of a
chapter, so that the reader who opens the book in the middle of a

long chapter with several subdivisions may discover where he is
immediately. The composition of these headlines has not always
been an easy matter, and I hope that critics who are inclined to
condemn any of them will take into account the smallness of the
.,pace available.

The numbers of the Book and Chapter given in the margin of
the original are relegated, with the very necessary addition of the

number of the Part of the chapter (if it is divided into numbered
parts), to the top of the page in order to make room for a marginal
summary of the text. In writing this summary I have felt like
au arehitect commissioned to place a new building alongside some

ancient nmsterpiece : I lmve endeavoured to avoid on the one hand
an impertinent adoption of Smith's words and style, and on the
other an obtrusively modern phraseology which might contrast
unpleasantly with the text.

The original index, with some slight unavoidable changes of typo-
graphy, is reprinted as it appeared in the third, fourth and fifth
editions, but I have added to it, in square brackets, a large numbel
of new articles and references. I have endeavoured by these ad-
ditions to make it absolutely complete in regard to names of places

and persons, except that it seemed useless to include the names
of kings and others when used merely to indicate dates, and alto-
gether vain to hope to deal comprehensively with 'Asia," England,'
• Great B15tain' and 'Europe'. I have inserted a few catchwords
which may aid in the recovery of particularly _triking passages,
,uch as 'Invi,lhle hand,' 'Pots and pans,' •Retaliation,' 'Shop-
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koepers, nation of'. I have not thought it desirable to add to

the more general of the headings in the ol-iginal index, such as
'('ommerce' and 'Labour,' since these might easily be enlarged
till the)' included nearly everything in the book. Authorities

'expressly referred to either in the text or the Author's notes are
included, but as it would have been inconvenient and confusing to
add references to the Editor's notes, I have appended a second index
in which all the autborities referred to in the text, in the Author's

notes, and in the Editor's notes are collected together. This will,
'I hope, be found useful by students of the history of economics.

The Author's references to Iris fi_otnotes are placed exactly where

he placed them, though their situation is of_censomewhat curiously
selected, and the fl)otnotes themselves are printed exactly as ill the
fifth edition. The Editor's notes aud additions to Smith's notes

a_ in square brackets. Critics will probably complain of the
trivial character of many of the notes which record the result of

the collation of the editions, but I would point out that it" I had

not recorded all the dittbl'ences, reaxters would }lave had to rely
entirely on my expression of opinion that the unrecorded diffbrences
were of no interest. The evidence having been once collected at

the expense of very considerable labour, it wa_ surely better to put
it on record, especially as these tri_dal notes, thotlgh numerotls, if
collected together would not occupy more than three or ibur pages
of the present work. Moreover, as is shown in the Editor's Intro-

duction, the most trivial of the dift_rcuces often throw interesting
•light upon Smith's way of regarding and treating his work.

The other notes consist chiefly of references to sources of Adam

Smith's infi)rmation. _Vhere he quotes his authority by name, no
difficulty ordinarily a,'ises. Elsewhere there i_ often little doubt

atmut the matter. Tile _earch tbr authorities has ireeu greatly
thcilitated by the publication of Dr. Bonar'._ (.'_talogue oat the
Lilrra_T of Adam S'mitl_. in 1894, and of Adam Smith's Lecture._" in
1896. The Cataloff_w tells us what books Smith had in his pos-
.session at his death, fburteen year_ after tile Wealth ol aVations wa_

published, while the Lect_res otten enable us to .say that a par-
ticuloa" piece of infonnation must hart. been taken from a book
published b_.fore 176'}. As it ix kuown that Smith _:_d the
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Advocates' Library, tile Catalogue of that library, of which Part II.
was printed in 1776, has also been of some use. Of course a care-
ful comparison of words and phrases often makes it certain tlmt

a particular .,tatemcnt must have come from a particular source.

Neverthele_ many of' the references given must be regarded as
indicating merely a possible source of iutbrmation or inspiration.
I have refrained from quoting or referring to parallel passage_ in
other authors when it is impossible or improbable that Smith ever

.,aw them. That m_my more references might be given by an
editor gifted with omniscience I know better than any one. To
discover a reference ha,_ often taken hour._ of labour: to fail to

discover one ha,s often taken days.

When Adam Smith misquotes or clearly misinterprets his
authority, I note the fact, but I do not ordinarily profess to decide
whether his authority is right or _Tong. It is neither possible
nor desirable to reufite the history of nearly all economic institu-
tlons and a ga_at many other institutions in the form of footnotes
to the Wealth o[';\_tio_..

Nor have I thought well to critici_ Adam 8mith'_ theolfes in the

light of modera_ discussiorrs. I would beseech any one who think,

that thi._ ought to have been done to consider seriously what it
would mean. l,et him review the numerous portly volumes which
,_lodern inquiry has pi_duced upon every one of the immense
_Jumber of subjects treated by Adam Smith, and ask himself

u hether he really thil_ks the order of subject_ in the llrcalth oj"
N_tion._" a convenient one to adopt in an economic encyclop'dedia.
The t_ok is surely a classic of _'cat historical interest which should

not be overlaid bv the opiuioll., and criticisms of any subsequent
moment--still less of an) paa'ticular editor.

Much of the heavier work involved in preparing the present
edition, espt_ially the collation of the origlnal editions, has been

done by m_ fl'iend Mrs. Normau Moor, without whose untiring
_s_istant_ the b¢_,k could not have been produced.

Numcrou_ friends have given me the benelit of their knowledge
of particular points, and my he_u'tv thanks are due to them.

F. C.
I,,._-Do._S('tloor,ov E(,o._-o.uw-l,qf4
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EDITOR'S INTRODUCTION

HE first edition of the Wealth o/ Nations was published oo
the 9th of March, 1 1776, in two volumes quarto, of which the

filet, containing Books I., II. and III., has 510 pages of text, and

the second, containing Books IV. and V., has 587. The title-page
describes the author as ' Adam Snfith, LL.D. and F.R.S. Formerly
Professor of Moral Philosophy in the University of Glasgow '.
There is no preface or index. Tile whole of the Contents are
printed at the beginning of the first volume. The price was £_1
]6s3

The second edition appeared early in 1778, priced at £2 2s.,_ but
differing little in appearance from its predecessor. Its pages very

neaa'ly correspond, and the only very obvious difference is that the
Contents are now divided between the two volumes. There are,

however, a vast number of _mall differences between the first and
_econd editions. One of the least of these, the alteration of

'late' to 'present,' 4 draws our attention to the curious ikct that
writing at some time befbre the spring of 1776 Adam Smith
thought it safe to refer to the American troubles as ' the late
distm'bances'._ SVe cannot tell whether he thought the disturb-

antes were actually over, or only that he might saibly assume they
would be over before the book was published. As 'present

disturbances' also occurs close to ' late disturbances, 'G we may
perhaps conjecture that when correcting his woofs in the winter
of 1775-6, he had altered his opinion and only allowed ' late' to
._tand by an oversight. A very large proportion of the alterations

|ohn Rae, Life of .4dam Smith, I895, p. _84. _ l_id., p. 285. s lbid., p, 324,
4"Below, vol, L, p. 46u ; vol. i1., p. 425.
See vol. li., p. 79, as well as the passages referred to in the previous note.

* Vol. ii., pp. 75, 86, HS.

xixi
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are merely verbal, and made for the sake of greater elegance or
propriety of diction, such as the frequent change from ' tear and

wear' (which occurs also in Lectures, p. 208) to the more ordinary
' wear and tear'. Most of the footnotes appear first in the second
edition. A few corrections as to matters of fact are made, such as

that in relation to the percentage of the tax on silver in Spanish

America (vol. i., pp. 169, 170). Figures are corrected at vol. i., p.
3-07, and vol. ii., pp. 371, 874. New intbrmation is added here

and there: an additional way of raising money by fictitious bills
is described in the long note at vol. i., p. 294; the details from
Sandi as to the introduction of the silk manufacture into Venice are

added (vol. i., p. 879); so also are the accounts of the tax on
._crvants in Holland (vol. ii., pp. 841-~o), and the mention of an

often forgotten but important quality of the land-tax, the possi-
bility of reassessment within the parish (vol. ii., p. 3-09). There are
-omc intere._ting alterations in the theory as to the emergence of
profit and rent from primitive conditions, though Smith himself
would probably be surprised at the importance which some modem

inquirers attach to the points in question (vol. i., pp. 49-5.0). At

vol. i., pt). ,99, 100, the fallacious argument to prove that high
profits raise prices more than high wages i.* entirely new, though
the doctrine itself i._ asserted in another passage (vol. ii., p. 100).
The insertion in the second edition of certain cro._s-references at

vol. i., pp. 195, 311, which do not occur in the first edition, perhaps
indicates that the Digressions on the Corn Laws and the Bank of
Amsterdam were somewhat late additions to the scheme of the

work. Beer is a neces_rv of life in one place and a luxury in
another in the first edition, but is nowhere a necessary in the
_cond (vol. i., p. 430; vol. ii., p. 355). The epigrammatic con-

detonation of the East India Company at vol. ii., p. 137, appears
first in the second edition. At vol. ii., p. -084, we find ' Christian'

sub_titutc_t for ' Roman Catholic,' and the English puritans, who
were 'persecuted' in the first edition, are only ' restrained' in the

-econd (vol. ii., p. 90)--defections from the ultra-protestant stand-
point perhaps due to the posthumous working of the influence of
ttume upon his friend.

Betweeu the second edition and the third, published at tim end
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of 1784,1 there are considerable diflbrences. The third edition is

in three volumes, octavo, the first running to the end of Book II.,

elmpter ii., and the second from that point to the end of the

chapter on Colonies, Book IV., chapter viii. The author by this
time had overcome the reluctance he i_lt in 1778 to have his office

in the customs added to his other distinctions'-' and eon_quently

appeal_ on the title-page as 'Adam Smith, LL.D. and F.R.S. of

London and Edinburgh : one of the commissioners of his Majesty'.,

Customs in Scotland, and formerly professor of Moral Philosophy

in the University of Glasgow'. The imprint is ' London : printed
tbr A. Strahan ; and T. Cadell, in the Strand' This edition wa,

sold at one guineaY Prefixed to it is the following ' Advertisement
to the Third Edition ' :--

' The first Edition of the following Work was printed in the end of the
year 1775, and in the beginning of the year 1776. Through the greater
p:t,-t of the Book, therefore, whenever tiae present state of things is men-
tioned, it is to be understood of the state they were in, either about that
time, or at some earlier period, during the time I wa_ employed in writing
the Book. To this * third Edition, however, I have made several _lditioms,
particularly to the chapter upon Drawbacks, and to that upon Bounties;
likewise a new chapter entitled, The Coaeh,sio,_ of the l]lereantile System ;
and a new article to the chapter upon the expenee_ of the sovereigal. In all
these additions_ the p cese_t strife of thi_gs means always the state in which
they were durillg the year 1783 and the beginning of the present _ year 17847

Comparing the second and the third editions we find that the
additions to the third are considerable. As the Preface or 'Ad-

verti._ement' just quoted remarks, the chapter entitled 'Conclusion

of the Mercantile System' (vol. ii., pp. 141-60) is entirely new,
and so is the section ' Of the Public Works and Institutions which

are necessary for facilitating particular Branche,_ of Commerce'

(vol. ii., pp. °_o3-48). Certain pa._sag_,s in Book IV., chapter iii.,
o_1 the absurdity of the restriction,, on trade with France (vol. i..

pp. 437-8 and 459-60), the three pages near the beginning of Book

IV., chapter iv., upon the details of various drawbacks (vol. ii.,

pp. _2-5), the ten paragraphs o1_ the herring fishery bounty (vol. ii.,

pp. 00-4) with the appendix on the same subject (pp. 435-7), and
a portion of the discussion of the e_hets of the corn bounty (vol. ii.,

I Rae, LeA" of. td_m Smi/]_, p. 362. "/hi,L, p. 32_ _I,_,L, p. 362
4 Ed_tlon- 4 alters ' this' to ' the '. _ Edit:on 4 omlts ' present '.
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pp. 10-11) also appear first in the third edition. With several

other additions and corrections of smaller size these passages were

printed separately in quarto under the title of 'Additions and
Corrections to the First and Second Editions of I)r. Adam Smith's

Inquiry into the Nature and Causes of the Wealth of Nations'?
"_Vriting to Cadell in December, 1782, Smith says :--

'1 hope in two or three months to send you up the second edition
corrected in many places, with three or four very considerable additions,
chiefly to the second volume. Among the rest is a short but, I flatter myself,
a complete history of all tile trading companies in Great Britain. These
additions I mean not only to be inserted at their proper places into the new
edition, but to be printed separately and to be sold tbr a shilling or half a
crown to the purchasers of the old edition. The price must depend on the
bulk of the additions when they are all written out." _

Besides the separately printed additions there "u'e many minor
alterations lmtween the second and third editions, such as the com-

placent note on the adoption of the house tax (vol. it., p. '328), the

correction of the estimate of possible receipts from the turnpikes
(vol. it., p. o18, note), and the refeL_nce to the expense of the

American war (vol. it., p. 409), but none of these is of much conse-

quence. More important is the addition of the len,_rthy index sur-

mounted by tile rather quaint supcrscription 'N.B. TILe Roman

numerals refbr to tile Volume, and the figure,, to the Page'. We

,hould not expect a man of Adam Smith's character to make his

own index, and we may be quite certain that he did not do so

when we find the mist,tint ' tallie' in vol. it., p. 300, real,peaLing in

index (s.v. Montauban) although 'faille' has also a place there.

But the index is far fYom suggesting the work of an unintelligent

back, and the fact that the ' Ayr hank ' is named in it (s.v. Banks),
though nameless in the text, shows either that the index-maker had

a certain knowledge of Scotch banking history or that Smith cor-

rected his work in places. That Smith received a packet from

Strahan 'containing some part of the index' on 17th November,

1784, we know from his letter to Cadel], published in the Economic

,lourlml for September, 1898. Sfrahau had inquired whether the

I They are frequently found _xt the end of existing bound copies of the second edition
The _tatement in Rae, l.lfe of.,t,_',zt_,, 5roll�:, p. 362, that they were pubTished in I783 is a
mistake ; cp. the ' Advertisement to tt_e Third Edition ' above.

: Rae, I;_" ,f,ldam N_;,L'/_, p. 362.
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index was to be printed in quarto along with the Additions and
Corrections, and Smith reminded him that the numbers of the

pages would all have to be altered to ' accommodate them to either
of the two former editions, of which the pages do not in many

places correspond'. There is therefore no reason for not treating
the index as an integral part of the book.

The fourth edition, published in 1786, is printed in the same

style and with exactly the same pagination as the third. It re-

prints the advertisement to the third edition, altering, however, the
phrase 'this third Edition,' into 'the third Edition,' and 'the
present year 1786' into ' the yeaa- 1784,' and adds the following
' Advertisement to the Fourth Edition' :--

' In this fourth Edition I have made no alterations of any kind. I now,

however, find myself at liberty to acknowledge my very great obligations to
Mr. HEsgY Hoe _of Amsterdam. To that Gentleman I owe the most distinct,
as well as liberal information, concerning a very interosting and important

subject, the Bank of Amsterdam; of which no printed account had ever

appeared to me satisfactory, or even intelligible. The name of that Gentle-
man is so well known in Europe, the information which comes from him must

do so much honour to whoever has been favoured with it, and my vanity is
so much interested in making this acknowledgment, that I can no longer

refuse myself the pleasure of prefixing this Advertisement to this new Edition
of my Book.'

In spite of his statement that he had made no alterations of any
kind, Smith either made or permitted a few trifling alterations

between the third and fourth editions. The subjunctive is very
frequently substituted for the indicative after 'if,' the phrase ' if it
was' in particular being constantly altered to ' if it were '. In the
note at vol. i., p. 71, ' late disturbances' is substituted for 'present

disturbances'. The other differences are so trifling that they may
be misreadings or unauthorised corrections of the printers.

The tiff& edition, the last published in Smith's lifetime and con-

sequently the one from which the present edition has been copied,

1Corrected to ' Hope' in edition 5. The celebrated firm of Hope, merchant-bankers
in Amsterdam, was founded by a Scotchman in the seventeenth century (see Sir Thomas
Hope in the Dictionary of National Biogra2b)iy). Henry Hope was born in Boston,
Mass., in x736, and passed six years in a banking house in England before he joined his
relatives in Amsterdam. He became a partner with them. and on the death of Adrian
Hope the conduct of the whole of the business of the firm devolved upon him. When the
French invaded Holland in x794 he retired to England. He died on asth February, x8xx,
leaving £x,t6o, ooo (Gentleman's Magazine, March, xSxx).

b
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is dated 1789. It is almost identical with the fourth, the only

difference being that the mi_rints of the fourth edition are cor-
rected in the fifth and a considerable number of fresh ones intro-

duced, while several false concords--or concords regarded as false--
are corrected (see vol. i., p. 108 ; vol. ii., pp. 215, _49). 1

It is clear from the passage at vol. ii., p. 177, that Smith re-
garded the title ' An Inquiry into the Nature and Causes of the
Wealth of Nations' as a synonym for 'political ceconomy,' and it

seems perhaps a little surprising that he did not call his book
' Political (:F,conomy' or ' Principles oJ Political (T_conomy'. But we
must remember that the term was still in 1776 a very new one,
and that it had been used in the title of Sir James Steuart's great

book, An Inquiry into the Principles of Political (T_,conomy: being
an Essay on the Science oJ Domestic Policy in Free Nations, which
was published in 1767. Nowadays, of course, no author has any
special claim to exclusive use of the title. We should as soon think
of claiming copyright for the title ' Arithmetic' or ' Elements of

Geology' as for 'Principles of Political Economy'. But in 1776
Adam Smith may well have refrained from using it simply because
it had been used by Steuart nine years before, especially consider-
ing the fact that the Wealth of Nations was to be brought out by

the publishers who had brought out Steuart's book?
From 1759 at the latest an early draft of what subsequently de-

veloped into the Wealth of Nations existed in the portion of
Smith's lectures on ' Jurisprudence' which he called ' Police,
Revenue and Arms,' the rest of 'Jurisprudence' being 'Justice'
and the ' Laws of Nations .' Jurisprudence he defined as 'that

science which inquires into the general principles which ought to

1Most modern editxons are copied from the fourth edition. Thorold Rogers' edition,
however, though said in the preface to be copied from the fourth, as a matter of fact follows
the third. In one instance, indeed, the omission of ' so' before ' as long as' at vol. i., p. 43,
hne 25 (in the present edition), Rogers' text agrees with that of the fourth edition rather
than the third, but this is an accidental coincidence in error ; the error is a particularly
easy one to make and it is actually corrected in the errata to the fourth edition, so that it is
not realty the reading of that edition. The fifth edition must not be confused with a
spurtons 'fifth edition with additions' in 2 vols., 8vo, published in Dublin in x793 with
the ' Advertisement' to the third edition deliberately falsified by the substitution of ' fifth'
for ' third' m the sentence ' To this third edition however I have made several additions'.
It is perhaps the existence of this spurious ' fifth edition' which has led several writers {e.g.,
Rae, Life of Adara Smith, p. 293) to ignore the genuine fifth edition. The sixth ethtion is
dated *79*.

Steuart's Prirtci_oleswas ' printed for A. MiUar, and T. Cadell, in the Strand' : and the
Wealth of Nations ' for W. Strahan ; and T. Cadell, in the Strand '.
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be the foundation of the laws of all nations,' or as ' the theory of

the general principles of law and government ,.1 In forecasting
his lectures on the subject he told his students :--

' The four great objects of law are justice, police, revenue and arms.
'The object of justice is the security from injury, and it is the foundation

of civil government.

c The objects of police are the cheapness of commodities, public security,
and cleanliness, if the two last were not too minute for a lecture of this kind.
Under this head we will consider the opulence of a state.

c It is likewise necessary that the magistrate who bestows his time and

labour in the business of the state should be compensated for it. For this
purpose and for defraying the expenses of government some fund must be

raised. Hence the origin of revenue. The subject of consideration under

this head will be the proper means of levying revenue, which must come
from the people by taxes, duties, &c. In general, whatever revenue can be

raised most insensibly from the people ought to be preferred, and in the
sequel it is proposed to be shown how far the laws of Britain and other
European nations are calculated for this purpose.

c As the best police cannot give security unless the government can defend

themselves from foreign injuries and attacks, the fourth thing appointed by
law is for this purpose ; and under this head will be shown the different

species of arms with their advantages and disadvantages, the constitution of
standing armies, militias, &c.

' After these will be considered the laws of nations .... '

The connection of revenue and arms with the general principles
of law and government is obvious enough, and no question arises
as to the explanation on these heads given by the forecast. But

to' consider the opulence of a state' under the head of 'police"
seems at first sight a little strange. For the explanation we turn
to the beginning of the part of the lectures relating to Police.

' Police is the second general division of jurisprudence. The name is

French, and is originally derived from the Greek Irok_rfia, which properly
signified the policy of civil government, but now it only means the regulation

of the inferior parts of government, viz. : cleanliness, security, and cheap-
ness or plenty.' s

That this definition of the French word was correct is well shown

by the following passage from a book which is known to have

1Lectures on ]uslice, Police, Revenue and .4rms, delivered in the University of GLasgow
by Adam Smith. Reported by a student in ,763, and edited with an Introduction and
Notes by Edwin Cannan, *895, pp. ,, 3.

s lMd., PP. 3, 4. _Lectures, p. x54_
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been in Smith's possession at his death, 1 Bielfeid's Institutions
po//tQues, 1760 (tom. i., p. 99).

' Le premier President du Har]ay en recevant M. d'Argenson _ la charge
de lieutenant gdndral de police de la ville de Paris, lui adressa ces paroles,

qui mdritent d'etre remarqu_es: Le Roi, Monsieur, vous demande st_ret_,

nettet_, bon-marchd. En effet ces trois articles comprennent toute la police,

qui forme le troisi5me grand objet de la politique pour l'intdrieur de l'I_tat.'

When we find that the chief of the Paris police in 1697 was

expected to provide cheapness as well as security and cleanliness,

we wonder less at the inclusion of 'cheapness or plenty' or the
' opulence of a state ' in 'jurisprudence' ol- ' the general principles
of law and government '. 'Cheapness is in fact the same thing

with plenty,' and ' the consideration of cheapness or plenty' is ' the
same thing' as 'the most proper way of securing wealth and
abundance '? If Adam Smith had been an old-fashioned believer

in state control of trade and industry he would have described the

most proper regulations for securing wealth and abundance, and
there would have been nothing strange in this description coming
under the ' general principles of law and government'. The actual
strangeness is simply the result of Smith's negative attitude---of

his belief that past and present regulations were for the most part
purely mischievous.

The two items, cleanliness and security, he managed to dismiss

very shortly : ' the proper method of carrying dirt from the streets,
and the execution of justice, so far as it regards regulations for

preventing crimes or the method of keeping a city guard, though
useful, are too mean to be considered in a general discourse of this
kind '.'_ He only offered the observation that the establishment
of arts and commerce brings about independency and so is the best

police for preventing crimes. It gives the common people better
wages, and ' in consequence of this a general probity of manners
takes place through the whole country. Nobody will be so mad

as to expose himself upon the highway, when he can make better
bread in an honest and industrious manner. '4

He then came to 'cheapness or plenty, or, which is the same

thing, the most proper way of securing wealth and abundance'.

1See James Bona.r, Catalogue of the Library of Adam Smitt_, xSo_..
*Lectures, p. *57. s l&'d., p, x54, *Ibid., p. I56.
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He began this part of the subject by considering the ' natural
wants of mankind which are to be supplied,' 1 a subject which has

since acquired the title of 'consumption' in economic treatises.
Then he showed that opulence arises t?om division of labour, and
why this is so, or how the division of labour ' occasions a multi-

plication of the product,' _ and why it must be proportioned to the
extent of commerce. ' Thus,' he said, ' the division of labour is the

great cause of the increase of public opulence, which is always pro-
portioned to the industry of the people, and not to the quantity
of gold and silver as is foolishly imagined '. ' Having thus shown
what gives occasion to public opulence,' he said he would go on to
consider :--

' First, what circumstances regulate the price of commodities :

' Secondly, money in two different views, first as the measure of value and
then as the instrument of commerce :

' Thirdly, the history of commerce, in which shall be taken notice of the

causes of the slow progress of opulence, both in ancient and modern

times, which causes shall be shown either to affect agriculture or arts
and manufactures :

c Lastly, the effects of a commercial spirit, on the government, temper,

and manners of a people, whether good or bad, and the proper
remedies.' 3

Under the first of these heads he treated of natural and market

price and of differences of wages, and showed ' that whatever police
tends to raise the market price above the natural, tends to diminish

public opulence ,.4 Among such pernicious regulations he enumer-
ated taxes upon necessaries, monopolies, and exclusive privileges of
corporations. Regulations which bring market price below natural
price he regarded as equally pernicious, and therefore he condemned
the corn bounty, which attracted into agriculture stock which would

have been better employed in some other trade. ' It is by far the
best police to leave things to their natural course.' _

Under the second head he explained the reasons for the use of

money as a common standard and its consequential use as the
instrument of commerce. He showed why gold and silver were

commonly chosen and why coinage was introduced, and proceeded

1Lectures, P. x57. 21bid., p. x63. _lbid., pp. x72-3.
41bid., p. x78. _Ib_d., p. x8._.
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to explain the evils of tampering with the currency, and the diffi-

culty of keeping gold and silver money in circulation at the same

time. Money being a dead stock, banks and paper credit, which

enable money to be dispensed with and sent abroad, are beneficial.

The money sent abroad wit] ' bring home materials for food, clothes,

and lodging,' and, 'whatever commodities are imported, just so

much is added to the opulence of the country '3 It is ' a bad police
to restrain ' banks. 2 Mun, ' a London merchant,' affirmed ' that as

England is drained of its money it must go to ruin ,.s ' Mr. Gee,

likewise a merchant,' endeavoured to ' show that England would

soon be ruined by trade with foreign countries,' and that' in almost

all our commercial dealings with other nations we are losers ,.4 Mr.

Hume had shown the absurdity of these and other such doctrines,

though even he had not kept quite clear of ' the notion that public

opulence consists in money'3 Money is not consumable, and ' the

consumptibility, if we may use the word, of goods, is the great cause

of human industry ,.s

The absurd opinion that riches consist in money had given rise

to 'many prejudicial errors in practice,' _ such as the prohibition of

the exportation of coin and attempts to secure a favourable balance

of trade. There will always be plenty of money if things are left

to their free course, and no prohibition of exportation will be
effectual. The desire to secure a favourable balance of trade has

led to ' most pernicious regulations,' s such as the restrictions on trade
with France.

c The absurdity of these regulations will appear on the least reflection.
All commerce that is carried on betwixt any two countries must necessarily be
advantageous to both. The very intention of commerce is to exchange your
own commodities for others which you think will be more convenient for you.
When two men trade between themselves it is undoubtedly for the advantage
of both .... The case is exactly the same betwixt any two nations. The
goods which the English merchants want to import from France are certainly
more valuable to them than what they give for them.' 9

These jealousies and prohibitions were most hurtful to the richest

nations, and it would benefit France and England especially, if' all

1Zxctures, p. x92, _ Ibid., p. x95. _ Ibid., p. x95.
4Ibid., P. x96. 51hid., p. x97. 6Ibid., p. x99.
_ Ibid., p. _wo. Slbid., p. 2o4. _Ibid., p. 204.



EDITOR'S INTRODUCTION xxiii

national prejudices were rooted out and a free and uninterrupted
commerce established ,.1 No nation was ever ruined by this balance
of trade. All political writers since the time of Charles II. had

been prophesying ' that in a few years we would be reduced to an
absolute state of poverty,' but 'we find ourselves far richer than
before '._

The erroneous notion that national opulence consists in money had
also given rise to the absurd opinion that 'no home consumption
can hurt the opulence of a country ,.3

It was this notion too that led to Law's Mississippi scheme, com-
pared to which our own South Sea scheme was a trifle. 4

Interest does not depend on the value of money, but on the

quantity of stock. Exchange is a method of dispensing with the
transmission of money. 5

Under the third heading, the history of commerce, or the causes

of the slow progress of opulence, Adam Smith dealt with 'first,
natural impediments, and secondly, the oppression of civil govern-

ment'.6 He is not recorded to have mentioned any natural impedi-
ments except the absence of division of labour in rude and barbarous
times owing to the want of stock. 7 But on the oppression of civil
government he had much to say. At first governments were so

feeble that they could not offer their subjects that security without
which no man has any motive to be industrious. Afterwards, when

governments became powerful enough to give internal security, the)"
fought among themselves, and their subjects were harried by foreign

enemies. Agriculture was hindered by great tracts of land being
thrown into the hands of single persons. This led at first to culti-

vation by slaves, who had no motive to industry ; then came tenants
by steelbow (metayers) who had no sufficient inducement to improve
the land; finally the present method of cultivation by tenants was

introduced, but these for a long time were insecure in their holdings,
and had to pay rent in kind, which made them liable to be severely

affected by bad seasons. Feudal subsidies discouraged industry,
the law of primogeniture, entails, and the expense of transferring
land prevented the large estates from being divided. The restric-

l Lectures, p. 2o6. _ Ibid., p. 2o 7. ZIbzd., p. 4Ibid., pp. "-r_t-x9.
Ibid., pp. uIg-2u. 6 Ibid., p. 222. 209"7Ibid., pp. ""':"3"
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tions on the export of corn helped to stop the progress of agricul-

ture. Progress in arts and commerce was also hindered by slavery,
as well as by the ancient contempt for industry and commerce, by
the want of enforcement of contracts, by the various difficulties

and dangers of transport, by the establishment of fairs, markets
and staple towns, by duties on imports and exports, and by mono-

polies, corporation privileges, the statute of apprenticeship and
bounties. 1

Under the fourth and last head, the influence of commerce on

the manners of a people, Smith pronounced that ' whenever com-
merce is introduced into any country probity and punctuality always

accompany it'? The trader deals so often that he finds honesty
is the best policy. ' Politicians are not the most remarkable men

in the world for probity and punctuality. Ambe, ssadors from dif-
ferent nations are still less so,' 3 the reason being that nations treat
with one another much more seldom than merchants.

But certain inconveniences arise from a commercial spirit. Men's
views are confined, and ' when a person's whole attention is be-

stowed on the seventeenth part of a pin or the eightieth part of a
button,' *he becomes stupid. Education is neglected. In Scotland
the meanest porter can read and write, but at Birmingham boys of

six or seven can earn threepence or sixpence a day, so that their
parents set them to work early and their education is neglected.
To be able merely to read is good as it 'gives people the benefit
of religion, which is a great advantage, not only considered in a

pious sense, but as it affords them subject for thought and specula-

tion.' 5 There is too ' another great loss which attends the putting
boys too soon to work '. The boys throw off parental authority,
and betake themselves to drunkenness and riot. The workmen in

the commercial parts of England are consequently in a 'despicable
condition ; their work through half the week is sufficient to main-
tain them, and through want of education they have no amusement

for the other but riot _and debauchery. So it may very justly be
said that the people who clothe the whole world are in rags them-
selves.' 6

1 Lectures, pp. 2_3-36. 2 Ibid,, p. u53. J Ibid., p. "54.
_Ibid., p. u55. _lbid., p. u56. 61bid., PP. _'56, a57.
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Further, commerce sinks courage and extinguishes martial spirit ;
the defence of the country is handed over to a special class, and the

bulk of the people grow effeminate and dastardly, as was shown by
the fact that in 1745 ' four or five thousand naked unarmed High-
landel_ would have overturned the government of Great Britain

with little difficulty if they had not been opposed by a standing
army ,.1

' To remedy' these evils introduced by commerce ' would be an
object worthy of serious attention.'

Revenue, at any rate in the year when the notes of his lectures
were made, was treated by Adam Smith before the last head of

police just discussed, ostensibly on the ground that it was in reality
one of the causes of the slow progress of opulence. 2

Originally, he taught, no revenue was necessary ; the magistrate
was satisfied with the eminence of his station and any presents he
might receive. The receipt of presents soon led to corruption. At
first too soldiers were unpaid, but this did not last. The earliest

method adopted for supplying revenue was assignment of lands to
the support of government. To maintain the British government
would require at least a fourth of the whole of the land of the

country. ' After government becomes expensive, it is the worst
possible method to support it by a land rent.' a Civilisation and
expensive government go together.

Taxes may be divided into taxes upon possessions and taxes upon
commodities. It is easy to tax land, but difficult to tax stock or
money; the land tax is very cheaply collected and does not raise

the price of commodities and thus restrict the number of persons
who have stock sufficient to carry on trade in them. It is hard on
the landlords to have to pay both land tax and taxes on consump-
tion, which fact ' perhaps occasions the continuance of what is called
the Tory interest ,.4

Taxes on consumptions are best levied by way of excise. They
have the advantage of 'being paid imperceptibly,' _ since ' when we
buy a pound of tea we do not reflect that the most part of the
price is a duty paid to the government, and therefore pay it con-

1 Lectures, p. 258. 2 lb_d., p. 236. 3 lbul., p. 239.
41b_d., pp. a4I, -_42. 51bid., pp. u42, u43.



xxvi EDITOR'S INTRODUCTION

tentedly, as though it were only the natural price of the com-
modity'. 1 Such taxes too are less likely to ruin people than a
land tax, as they can always reduce their expenditure on dutiable
articles.

A fixed land tax like the English is better than one which varies
with the rent like the French, and ' the English are the best finan-

ciers ill Europe, and their taxes are levied with more propriety than
those of any other country whatever'._ Taxes on importation are

hurtful because they divert industry into an unnatural channel, but
taxes on exportation are worse. The common belief that wealth
consists in money has not been so hurtful as might have been
expected in regard to taxes on imports, since it has accidentally led

to the encouragement of the import of raw material and discourage-
ment of the import of manufactured articles. 3

From treating of revenue Adam Smith was very naturally led on
to deal with national debts, and this led him into a discussion of

the causes of the rise and fall of stocks and the practice of stock-
jobbing. 4

Under Arms he taught that at first the whole people goes out
to war: then only the upper classes go and the meanest stay
to cultivate the ground. But afterwards the introduction of arts
and manufactures makes it inconvenient for the rich to leave their

business, and the defence of the state falls to the meanest. ' This is

our present condition in Great Britain.' 6 Discipline now becomes
necessary and standing armies are introduced. The best sort of

army is 'a militia commanded by landed gentlemen in possession
of the public offices of the nation,' _ which 'can never have any
prospect of sacrificing the liberties of the country'. This is the
case in Sweden.

Now let us compare with this the drift of the Wealth of Nation_,
not as it is described in the ' Introduction and Plan,' but as we

find it in the body of the work itself.

Book I. begins by showing that the greatest improvement in the
productive powers of industry is due to division of labour. From

division of labour it proceeds to money, because money is necessary

1Lectures, P. 243" 2Ibid., P. "45. 3Ibid., pp. u46, 247.
4Ibid., pp. "47-5 a. 5Ibid., p. 26x. 61b_d., p. 263:
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in order to facilitate division of labour, which depends upon ex-

change. This naturally leads to a discussion of the terms on which
exchanges are et_ectod, or value and price. Consideration of price
reveals the fact that it is divided between wages, profit and rent,

and is therefore dependent on the rates of wages, profit and rent,
so that it is necessary to discuss in foul" chapters variations in these
rates.

Book II. treats first of the nature and divisions of stock, secondly

of a particularly important portion of it, namely money, and the

means by which that part may be economised by the operations
of banking, and thirdly the accumulation of capital, which is con-
nected with the employment of productive labour. Fourthly it
considers the rise and fall of the rate of interest, and fifthly and

lastly the comparative advantage of different methods of employing
capital.

Book III. shows that the natural progress of opulence is to

direct capital, first to agriculture, then to manufactures, and
lastly to foreign commerce, but that this order has been inverted
by the policy of modern European states.

Book IV. deals with two different systems of political economy:

(1) the system of commerce, and (_) the system of agriculture, but
the space given to the former, even in the first edition, is eight

times as great as that given to the latter. The first chapter
shows the absurdity of the principle of the commercial or mercan-
tile system, that wealth is dependent on the balance of trade ; the
next five discuss in detail and show the futility of the various mean

and malignant expedients by which the mercantilists endeavoured
to secure their absurd object, namely, general protectionist
duties, prohibitions and heavy duties directed against the impor-

tation of goods from particular countries with which the balance
is supposed to be disadvantageous, drawbacks, bounties, and
treaties of commerce. The seventh chapter, which is a long one,
deals with colonies. According to the forecast at the end of

chapter i. this subject comes here because colonies were established
in order to encourage exportation by means of peculiar privileges

and monopolies. But in the chapter itself there is no sign of this.
The history and progress of colonies is discussed for its own sake,
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and it is not alleged that important colonies have been founded

with the object suggested in chapter i.
In the last chapter of the Book, the physiocratic system is de-

scribed, and judgement is pronounced against it as well as the
commercial system. The proper system is that of natural liberty,

which discharges the sovereign from ' the duty of superintending
the industry of private people and of directing it towards the em-

ployments most suitable to the interest of the society '.
Book V. deals with the expenses of the sovereign in pelqorming

the duties left to him, the revenues necessary to meet those ex-
penses and the results of expenses exceeding revenue. The dis-
cussion of expenses of defence includes discussion of different kinds

of military organisation, courts of law, means of maintaining public
works, education, and ecclesiastical establishments.

Putting these two sketches together we can easily see how closely
l_lated the book is to the lectures.

The title ' Police' being dropped as not sufficiently indicating the
subject, there is no necessity for the mention of cleanliness, and

the remarks on security are removed to the chapter on the accumu-
lation of capital. The two sections on the natural wants of man-
kind are omitted, 1 illustrating once more the difficulty which

economists have generally felt about consumption. The next
four sections, on division of labour, develop into the first three
chapters of Book I. of the Wealth of Natiorm. At this point in

the lectures there is an abrupt transition to prices, followed by
money, the history of commerce and the effects of a commercial
spirit, but in the Wealth of Natio_ this is avoided by taking

money next, as the machinery by the aid of which labour is divided,
and then proceeding by a very natural transition to prices. In
the lectures the discussion of money led to a consideration of the
notion that wealth consisted in money and of all the pernicious

consequences of that delusion in restricting banking and foreign
trade. This was evidently overloading the theory of money, and
consequently banking is postponed to the Book about capital, on
the ground that it dispenses with money, which is a dead stock,

and thus economises capital, while the commercial policy is rele-

There is a remimscence of them in the chapter on Rent, vol. i., pp. x64-5.
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i gated by itself to Book IV. In the lectures, again, wages are only
; dealt with slightly under prices, and profits and rent not at all ;

in the Wealth of Nations wages, profits and rent are dealt with

at length as component parts of price, and the whole produce of
the country is said to be distributed into them as three shares.

The next part of the lectures, that dealing with the causes of
the slow progress of opulence, forms the foundation for Book III.
of the Wealth of 2Vations. The influence of commerce on manners

disappears as an independent heading, but most of the matter
dealt with under it is utilised in the discussions of education and

military organisation.
Besides consumption, two other subjects, stock-jobbing and the

Mississippi scheme, which are treated at some length in the lectm_s,
are altogether omitted in the Wealth of Nations. The description
of stock-jobbing was probably left out because better suited to
the youthful hearers of the lectures than to the maturer readers of

the book. The Mississippi scheme was omitted, Smith himself says,
because it had been adequately discussed by Du Verney.

Here and there discrepancies may be found between the opinions
expressed in the lectures and those expressed in the book. The
reasonable and straightforward view of the efl_ects of the corn

bounty is replaced by a more recondite though less satisfactory
doctrine. The remark as to the inconvenience of regulations on

foreign commerce having been alleviated by the fact that they
encourage trade with countries from which imported raw materials
came and discourage it with those from which manufactured goods

came 1 does not reappear in the book. The passage in the Lectures
is probably much condensed, and perhaps misrepresents what Adam
Smith said. If it does not, it shows him to have been not entirely

free from protectionist fallacies at the time the lectures wel_
delivered. _

There are some very obvious additions, the most prominent being

the account of the French physiocratic or agricultural system which
occupies the last chapter of Book IV. The article on the relations
of church and state (Bk. V., ch. i, pt. iii., art. 3) also appears to
be a clear addition, at any rate in so far as the lectures on police

1 See above, p. xxvi. _ See below, pp. xlvi, xlvii, for a conjecture on this subject.
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and revenue are concerned, but, as we shall see presently, tradition

seems to say that Smith did deal with ecclesiastical establishments
in this department of his lectures on jurisprudence, so that possibly
the lecture notes are deficient at this particular point, or the sub-

jeet was omitted for the particular year in which the notes were
taken. Then there is the long chapter on colonies. The fact of

colonies having attracted Adam Smith's attention during the interval
between the lectures and the publication of his book is not very
surprising when we remember that the interval coincided almost

exactly with the period from the beginning of the attempt to tax
the colonies to the Declaration of Independence.

But these additions are of small importance compared with the
introduction of the theory of stock or capital and unproductive
labour in Book II., the slipping of a theory of distribution into the
theory of prices towards the end of Book I., chapter vi., and the

emphasising of the conception of annual produce. These changes
do not make so much real difference to Smith's own work as might
be supposed _ the theory of distribution, though it appears in the

title of Book I., is no essential part of the work and could easily
be excised by deleting a few paragraphs in Book I., chapter vi.,
and a few lines elsewhere ; if Book II. were altogether omitted the
other Books could stand perfectly well by themselves. But to

subsequent economics they were of fundamental importance. They
settled the form of economic treatises for a century at least.

They were of course due to the acquaintance with the French
f_conom/stes which Adam Smith made during his visit to France

with the Duke of Buccleugh in 1764-6. It has been said that he
might have been acquainted with many works of this school before
the notes of his lectures were taken, and so he might. But the
notes of his lectures are good evidence to show that as a matter

of fact he was not, or at any rate that he had not assimilated their
main economic theories. When we find that there is no trace of

these theories in the Lectures and a great deal in the Wealth oj
Nations, and that in the meantime Adam Smith had been to France

and mixed with all the prominent members of the 'sect,' including
their master, Quesnay, it is difficult to understand why we should
be asked, without any evidence, to refrain from believing that he
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came under physiocratic influence after and not before or during

his Glasgow period.
The confession of faith of the _conomistes is embodied in

Quesnay's Tableau ]_conomique, which one of them described as
wol_hy of being ranked, along with writing and money, as one of

the three greatest inventions of the human race. t It is reprinted
on the next page from the facsimile of the edition of 1759,

published by the British Economic Association (now the Royal
Economic Society) in 1894.

Those who are curious as to the exact meaning of the zigzag
lines may study Quesnay's Explications, which the British Economic
Association published along with the table in 1894. For our

present purposes it is sufficient to see (1) that it involves a concep-

tion of the whole annual produce or reproduction of a country;
(_) that it teaches that some labour is unproductive, that to main-
tain the annual produce certain 'avarices' are necessary, and that
this annual produce is ' distributed '. Adam Smith, as his chapter

on agricultural systems shows, did not appreciate the minutiae of
the table very highly, but he certainly took these main ideas
and adapted them as well as he could to his Glasgow theories.
With those theories the conception of an annual produce was in

no way inconsistent, and he had no difficulty in adopting annual
produce as the wealth of a nation, though he very often forget-
fully falls back into older ways of speaking. As to unproductive

labour, he was not prepared to condemn the whole of Glasgow
industry as sterile, but was ready to place the mediseval retainer
and even the modern menial servant in the unproductive class. He

would even go a little farther and put along with them all whose
labour did not produce particular vendible objects, or who were
not employed for the money-gain of their employers. Becoming

somewhat confused among these distinctions and the physiocratic
doctrine of ' ava_wes,' he imagined a close connexion between the
employment of productive labour and the accumulation and em-

ployment of capital. Hence with the aid of the common observa-

tion that where a capitalist appears, labourers soon spring up, he
arrived at the view that the amount of capital in a country de-

1Below, vol. ii., p. I77. note ,:
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TABLEAU ECONOMI_UE.
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termines the number of ' useful and productive' labourers. Finally
he slipped into his theory of prices and their component parts the
suggestion that as the price of any one commodity is divided
between wages, profits and rent, so the whole produce is divided
between labourers, capitalists, and landlords.

These ideas about capital and unproductive labour are certainly
of great importance in the history of economic theory, but they
were fundamentally unsound, and were never so universally ac-
cepted as is commonly supposed. The conception of the wealth of
nations as an annual produce, annually distributed, however, has
been of immense value. Like other conceptions of the kind it was
certain to come. It might have been evolved direct from Davenant
or Petty nearly a century before. We need not suppose that
some one else would not soon have given it its place in English
economics if Adam Smith had not done so, but that need not deter
us from recording the fact that it was he who introduced it, and
that he introduced it in consequence of his association with the
_conom/aes.

If we attempt to carry the history of the origin of the Wealth
o3' Natlo_ farther back than the date of the lecture notes in 1763
or thereabouts, we can still find a small amount of authentic in-
formation. We know that Smith must have been using practically
tl'_ same divisions in his lectures in 1759, since he promises in
the last paragraph of the Moral Sentiments published in that year,
' another discourse ' in which he would' endeavour to give an account
of the general principles of law and government, and of the different
revolutions they have undergone in the different ages and periods
of society, not only in what concerns justice, but in what concerns
police, revenue and arms, and whatever else is the object of law.'
It seems probable, however, that the economic portion of the
lectures was not always headed 'police, revenue, and arms,' since
Millar, who attended the lectures when they were first delivered in
1751-$, says :--

' In the hat part of his lectures he examined those political reffulatioas

which are founded not upon the principle of fltstiee, but that of ezpedienc3/,

and which are calculated to increase the riches, the power and the prosperity of

a state. Under this view, he considered the political institutions relating to
commerce, to finances, to ecclesiastical and military establishments. What

c
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he delivered on these subjects contained the substance of the work he after-
wards published under the title of "An Inquiry into the Nature and Causes
of the Wealth of Nations ".' 1

Of course this is not necessarily inconsistent with the economic
lectures having been denominated police, revenue, and arms, even

at that early date, but the italicising of 'justice' and ' expediency,'
if due to Millar, rather suggests the contrary, and there is no deny-

ing that the mTangement of 'cheapness or plenty' under 'police'
may very well have been an ai_erthought fallen upon to justify the i
introduction of a mass of economic material into lectures on Juris-

prudence. As to the reason why that introduction took place the
circumstances of Smith's first active session at Glasgow suggest
another motive besides his love for the subject, which, we may

notice, did not prevent him from publishing his views on Ethics
first.

His first appointment at Glasgow, it must be remembered, was
to the Professorship of Logic in January, 1751, but his engage-

ments at Edinburgh prevented his performing the duties that
session. Before the beginning of next session he was asked to act
as deputy for Craigie, the Professor of Moral Philosophy, who was
going away for the benefit of his health. He consented, and

consequently in the session of 1751-_ he had to begin the work of

two professorships, as to one of which he had very little previous
warning. 2 Every teacher in such a position would do his best to

utilise any suitable material which he happened to have by him,
and most men would even stretch a point to utilise even what
was not perfectly suitable.

Now we know that Adam Smith possessed in manuscript in the
hand of a clerk employed by him certain lectures which he read at
Edinburgh in the winter of 1750-1, and we know that in these

lectures he preached the doctrine of the beneficial effects of freedom,

and, according to Dugald Stewart, ' many of the most important
opinions in the Wealth of Nat_ona'. There existed when Stewart

wrote, 'a short manuscript drawn up by Mr. Smith in the year

1 Dugald Stewart, in his ' Account of the Life and Writings of Adam Smith,' read to
the Royal Society of E,dmburgh in I793 and published in Adam Smith's posthumous Essays
on Philosopkical Subjects, z795, p. xviii. See Rae, Life of,4dam S_mtk, pp. 53-5.

2 Rae, Lzfe of Adam Smztk, pp. 4.a-5.
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1755 and presented by him to a society of which he was then a

member'. Stewart says of this paper :--

' Many of the most important opinions in The Wealth of Nation_ are there
detailed ; but I shall quote only the following sentences : "Man is generally
considered by statesmen and projectors as the materials of a sort of political
mechanics. Projectors disturb nature in the course of her operations in
human affairs ; and it requires no more than to let her alone, and give her
fair play in the pursuit of her ends that she may establish her own designs."
And in another passage : "Little else is requisite to carry a state to the highest
degree of opulence from the lowest barbarism, but peace, easy taxes, and a
tolerable administration of justice ; all the rest being brought about by the
natural course of things. All governments which thwart this natural course,
which force things into another channel or which endeavour to arrest the
progress of society at a particular point, are unnatural, and to support them-
selves are obliged to be oppressive and tyrannical.--A great part of the
opinions," he observes, "enumerated in this paper is treated of at length in
some lectures which I have still by me, and which were written in the hand
of a clerk who left my service six years ago. They have all of them been the
constant subjects of my lectures since I first taught Mr. Craigie's class, the
first winter I spent in Glasgow, down to this day, without any considerable
variation. They had all of them been the subjects of lectures which I read
at Edinburgh the winter before I left it, and I can adduce innumerable
witnesses both from that place and from this, who will ascertain them suffici-
ently to be mine."'

It seems then that, when confronted with the two professorial

chairs in 1751, Smith had by him some lectures on progress, very

likely explaining ' the slow progress of opulence,' and that, as any-

one in such circumstances would have liked to do, he put them

into his moral philosophy com_e.

As it happened, there was no di_culty in doing this. It seems

nearly certain that Craigie himself suggested that it should be done.

The request that Smith would take Craigie's work came through

Cullen, and in answering Cullen's letter, which has not been pre-

served, Smith says, ' You mention naturalj urisprudence and politics

as the parts of his lectures which it would be most agreeable for
me to teach. I shall very willingly undertake both.' 2 Craigie

doubtless knew what Smith had been lecturing upon in Edinburgh

in the previous winter and called it ' politics '.

Moreover the traditions of the Chair of Moral Philosophy, as

1 Stewart, in Smith's Essays, pp. lxxx, lxxxL 2 Rae, Lzfe of Adam Sraith, pp. 43"4-
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known to Adam Smith, required a certain amount of economics.

A dozen years earlier he had himself been a student when Francis
Hutcheson was professor. So far as we can judge from Hutcheson's
System of Moral Philosophy, which, as Dr. W. R. Scott has shown, 1

was already in existence when Smith was a student, though not
published till 1755, Hutcheson lectured first on Ethics, next upon

what might very well be called Natural Jurisprudence, and thirdly
upon Civil Polity. Through the two latter parts a considerable

quantity of economic doctrine is scattered. !
In considering ' The Necessity of a Social Life,' Hutcheson points

out that a man in solitude, however strong and instructed in the
arts, ' could scarce procure to himself the bare necessaries of life
even in the best soils or climates '.

' Nay 'tis well known that the produce of the labours of any given number,

twenty for instance, in providing the necessaries or conveniences of life, shall

be much greater by assigning to one a certain sort of work of one kind in
which he will soon acquire skill and dexterity, and to another assigning work

of a different kind, than if each one of the twenty were obliged to employ
himself by turns in all the different sorts of labour requisite for his subsist-

ence without sufficient dexterity in any. In the former method each procures '.

a great quantity of goods of one kind, and can exchange a part of it for such i
goods obtained by the labours of others as he shall stand in need of. One

grows expert in tillage, another in pasture and breeding cattle, a third in
masonry, a fourth in the chase, a fifth in iron-works, a sixth in the arts of the
loom, and so on throughout the rest. Thus all are supplied by means of barter

with the works of complete artists. In the other method scarce any one could
be dexterous and skilful in any one sort of labour.

' Again, some works of the highest use to multitudes can be effectually
executed by the joint labours of many, which the separate labours of the same

number could never have executed. The joint force of many can repel

dangers arising from savage beasts or bands of robbers which might have been
fatal to many individuals were they separately to encounter them. The joint i

labours of twenty men will cultivate forests or drain marshes, for farms to

each one, and provide houses for habitation and inclosures for their flocks,

much sooner than the separate labours of the same number. By concert and

alternate relief they can keep a perpetual watch, which without concert they
could not accomplish.' s

1W: R. Scott, Francis Hutcl_eson, xgoo, pp. 2xo, u3I. In the Introduction to Moral
Philos_hy, x747, Civil Polity is replaced by' (Economicks and Politicks,' but ' _conomieks '
only means domestic law, £e., the rights of husbands and wives, parents and children,
masters and servants.

*System of Moral i°kidoso_hy, vol. i., pp. 288,
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In explaining the 'Foundation of Property' Hutcheson says
that when population was scanty, the country fertile and the
climate mild, there was not much need for developing the rules of

property, but as things are, ' universal industry is plainly necessary
for the support of mankind' and men must be excited to labour

by self-interest and family afl_ection. If the fruits of men's labours
are not secured to them, ' one has no other motive to labour than

the general affection to his kind, which is commonly much weaker
than the narrower affections to our friends and relations, not to

mention the opposition which in this case would be given by most
of the selfish ones '. Willing industry could not be secured in a
communistic society, i

The largest continuous block of economic doctrine in the System
of Moral Philosophy is to be found in the chapter on ' The Values
of Goods in Commerce and the Nature of Coin' which occurs in the

middle of the discussion of contracts. In this chapter it is pointed

out that it is necessary for commerce that goods should be valued.
The values of goods depend on the demand for them and the difficulty

of acquiring them. Values must be measured by some common
standard, and this standard must be something generally desired,

so that men may be generally willing to take it in exchange. To
secure this it should be something portable, divisible without loss,
and durable. Gold and silver best fulfil these requirements. At

first they were used by quantity or weight, without coinage, but

eventually the state vouched for quantity and quality by its stamp.
The stamp being 'easy workmanship' adds no considerable value.
' Coin is ever valued as a commodity in commerce as well as other

goods; and that in proportion to the rarity of the metal, for the
demand is universal.' The only way to raise its value artificially

would be by restricting the produce of the mines.
' We say indeed commonly, that the rates of labour and goods have risen

since these metals grew plenty ; and that the rates of labour and goods were
low when the metals were scarce ; conceiving the value of the metals as in-

variable, because the legal names of the pieces, the pounds, shillings or pence,

continue to them always the same till a law alters them. But a day's digging

or ploughing was as uneasy to a man a thousand years ago as it is now, though
he could not then get so much silver for it : and a barrel of wheat, or beef,

1 System of Moral Philosophy, vol. L, pp. 3tg.-ux.
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was then of the same use to support the human body, as it is now when it is
exchanged for four times as much silver. Properly, the value of labour,
grain, and cattle are always pretty much the same, as they afford the same
uses in life, where no new inventions of tillage or pasturage cause a greater
quantity in proportion to the demand.' 1

Lowering and raising the coins are unjust and pernicious opera-

tions. Copious mines abate the value of the precious metals.
1

' The standard itself is varying insensibly ; and therefore if we would settle
fixed salaries which in all events would answer the same purposes of life, or
support those entituled to them in the same condition with respect to others, _
they should neither be fixed in the legal names of coin, nor in a certain
number of ounces of gold and silver. A decree of state may change the
legal names ; and the value of the ounces may alter by the increase or decrease
of the quantities of these metals. Nor should such salaries be fixed in any
quantities of more ingenious manufactures, for nice contrivances to facilitate
labour may lower the value of such goods. The most invariable salary would
be so many days labour of men, or a fixed quantity of goods produced by the
plain inartificial labours, such goods as answer the ordinary purposes of life.
QuaI_tities of grain come nearest to such a standard.' _

Prices of goods depend upon the expenses, the interest of money

employed, and the ' labours too, the care, attention, accounts and

correspondence about them '. Sometimes we must ' take in also

the condition of the person so employed,' since ' the expense of his

station of life must be defrayed by the price of such labours ; and

they deserve compensation as much as any other. This additional

price of their labours is the just foundation of the ordinary profit
of merchants.'

In the next chapter, on ' The Principal Contracts in a Social

Life,' we find the rent or hire of unfruitful goods, such as houses, i

justified on the ground that the proprietor might have employed

his money or labour on goods naturally fruitful, i
' If in any way of trade men can make far greater gains by help of a large

@

stock of money than they could have made without it, 'tis but just that he i
who supplies them with the money, the necessary means of this gain, should _'
have for the use of it some share of the profit, equal at least to the profit he
could have made by purchasing things naturally fruitful or yielding a rent.
This shows the just foundation of interest upon money lent, though it be not
naturally fruitful. Houses yield no fruits or increase, nor will some arable
grounds yield any without great labour. Labour employed in managing

1Systemof Moral Philose2hy,vol. ii., p. 58. _Ibid., voLil., pp. 6% 63.
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money in trade or manufactures will make it as fruitful as anything. Were
interest prohibited, none would lend except in charity ; and many industrious
hands who are not objects of charity would be excluded from large gains in
a way very advantageous to the public.' 1

Reasonable interest varies with the state of trade and the

quantity of coin. In a newly settled country great profits are

made by small sums, and land is worth fewer years' purchase, so

that a higher interest is reasonable. Laws in settling interest must
follow ' these natural causes,' otherwise they will be evaded. 2

In the chapter ' Of the Nature of Civil Laws and their Execu-

tion,' we find that after piety the virtues most necessary to a state

are sobriety, industry, justice and fortitude.
' Industry is the natural mine of wealth, the fund of all stores for exporta-

tion by the surplus of which beyond the value of what a nation imports, it
must increase in wealth and power. Diligent agriculture must furnish the
necessaries of life and the materials for all manufactures ; and all mechanic
arts should be encouraged to prepare them for use and exportation. Goods

prepared for export should generally be free from all burdens and taxes, and
so should the goods be which are necessarily consumed by the artificers, as
much as possible ; that no other country be able to undersell like goods at
a foreign market. Where one country alone has certain materials, they may
safely impose duties upon them when exported ; but such moderate ones as
shall not prevent the consumption of them abroad.

' If people have not acquired an habit of industry, the cheapness of all the
necessaries of life rather encourages sloth. The best remedy is to raise the
demand for all necessaries ; not merely by premiums upon exporting them,
which is often useful too; but by increasing the number of people who
consume them; and when they are dear, more labour and application will

be requisite in all trades and arts to procure them. Industrious foreigners
should therefore be invited to us, and all men of industry should live with us
unmolested and easy. Encouragement should be given to marriage and to
those who rear a numerous offspring to industry. The unmarried should pay
higher taxes as they are not at the charge of rearing new subjects to the state.
Any foolish notions of meanness in mechanic arts, as if they were unworthy of
men of better families, should be borne down, and men of better condition as
to birth or fortune engaged to be concerned in such occupations. Sloth
should be punished by temporary servitude at least. Foreign materials should
be imported and even premiums given, when necessary, that all our own hands
may be employed ; and that, by exporting them again manufactured, we may ob-
tain from abroad the price of our labours. Foreign manufactures and products
ready for consumption should be made dear to the consumer by high duties,

1SysteraofMoral PMloso2hy,pp. 7x-2. _Ibid., vol. ii., p. 73.
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if we cannot altogether prohibit the consumption ; that they may never be

used by the lower and more numerous orders of the people whose consump-
tion would be far greater than those of the few who are wealthy. Navigation,

or the carriage of goods foreign or domestic, should be encouraged, as a gain-
ful branch of business surpassing often all the profit made by the merchant.
This too is a nursery of fit hands for defence at sea.

"Tis vain to allege that luxury and intemperance are necessary to the
wealth of a state as they encourage all labour and manufactures by making

a great consumption. It is plain there is no necessary vice ill the consuming
of the finest products or the wearing of the dearest manufactures by persons
whose fortunes can allow it consistently with the duties of life. And what

if men grew generally more frugal and abstemious in such things ? more of
these finer goods could be sent abroad ; or if they could not, industry and

wealth might be equally promoted by the greater consumption of goods less
chargeable : as he who saves by abating of his own expensive splendour could
by generous offices to his friends, and by some wise methods of charity to the

poor, enable others to live so much better and make greater consumption than
was made formerly by the luxury of one .... Unless therefore a nation
can be found where all men are already provided with all the necessaries and

conveniencies of life abundantly, men may, without any luxury, make the
very greatest consumption by plentiful provision for their children_ by

generosity and liberality to kinsmen and indigent men of worth, and by
compassion to the distresses of the poor.' 1

Under 'Military skill and fortitude' Hutcheson discusses what
Adam Smith afterwards placed under 'Arms,' and decides in
favour of a trained militia?

In the same chapter he has a section with the marginal title
' what taxes or tributes most eligible,' which contains a repudiation
of the policy of taxation for revenue only :--

' As to taxes for defraying the public expenses, these are most convenient
which are laid on matters of luxury and splendour rather than the neces-

saries of life; on foreign products and manufactures rather than domestic;

and such as can be easily raised without many expensive offices for collecting

them. But above all, a just proportion to the wealth of people should be

observed in whatever is raised from them, otherways than by duties upon

foreign products and manufactures, for such duties are often necessary to

encourage industry at home, though there were no public expenses.' 3

This proportionment of taxation to wealth he thinks cannot be

attained except by means of periodical estimation of the wealth of
families, since land taxes unduly oppress landlords in debt and let

a System of_loral Philosophy, voL ii., pp. 318-ax. 2Ibid., voL ii., pp. 323-5.
Sl&d., pp. 34o'L
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moneyed men go free, while duties and excises are paid by the
consumer, so that 'hospitable generous men or such as have
numerous families supported genteelly bear the chief burden here,
and the solitary sordid miser bears little or no share of it ,.1

It is quite clear from all this that Smith was largely influenced
by the traditions of his chair in selecting his economic subjects.
Dr. Scott draws attention to the curious fact that the very order

in which the subjects happen to occur in Hutcheson's A_stem is
almost identical with the order in which the same subjects occur in
Smith's Lectures3 We are strongly tempted to surmise that when

Smith had hurriedly to prepare his lectures for Craigie's class, he
looked through his notes of his old master's lectures (as hundreds
of men in his position have done before and after him) and grouped
the economic subjects together as an introduction and sequel to the

lectures which he had brought with him from Edinburgh. Hutche-
son was an inspiring teacher. His colleague, Leechman, says :--

' As he had occasionevery year in the course of his lectures to explain the
origin of government and compare the different forms of it, he took peculiar
care, while on that subject, to inculcate the importance of civil and religious
liberty to the happiness of mankind : as a warm love of liberty and manly
zeal for promoting it were ruling principles in his own breast, he always in-
sisted upon it at great length and with the greatest strength of argument and
earnestness of persuasion : and he had such success on this important point,
that few, if any, of his pupils, whatever contrary prejudices they might bring
along with them, ever left him without favourable notions of that side of the
question which he espousedand defended ,.3

Half a century later Adam Smith spoke of the Glasgow Chair
of Moral Philosophy as an ' office to which the abilities and virtues
of the never-to-be-forgotten Dr. Hutcheson had given a superior
degree of illustration ,.4

But while we may well believe that Adam Smith was influenced

in the general direction of liberalism by Hutcheson, there seems no
reason for attributing to Hutcheson's influence the belief in the

economic beneficence of self-interest which permeates the Wealth
of Nations and has afforded a starting ground for economic specu-

1System of Moral Philosapky, vol. ii., pp, 34x-a,
Francis Hutcheson, pp. 23,',-5.
In the preface to Huteheson's System of Moral Philo_olbhy,pp. xxxv, xxxvt.

4Rae, Life of Adam Smith, p. 4xL
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lation ever since. Hutcheson, as some of the passages just quoted
show, was a mercantilist, and all the economic teaching in his

System is very dry bones compared to Smith's vigourous lectures
on Cheapness or Plenty, with their often repeated denunciation of

the 'absurdity' of current opinions and the 'pernicious regula-
tions' to which they gave rise. Twenty years after attending his
lectures, Adam Smith criticised Hutcheson expressly on the ground

that he thought too little of self-love. In the chapter of the
Theory r_' Moral Sentiments on the systems of philosophy which
make virtue consist in benevolence, he says that Hutcheson believed
that it was benevolence only which could stamp upon any action
the character of virtue : the most benevolent action was that which

aimed at the good of the largest number of people, and self-love
was a principle which could never be virtuous, though it was inno-
cent when it had no other effect than to make the individual take

care of his own happiness. This ' amiable system, a system which
has a peculiar tendency to nourish and support in the human heart
the noblest and the most agreeable of all affections,' Smith con-

sidered to have the ' defect of not sufficiently explaining from
whence arises our approbation of the inferior virtues of prudence,
vigilance, circumspection, temperance, constancy, firmness'.

c Regard,' he continues, 'to our own private happiness and interest too,

appearupon many occasions very laudable principlesof action. The habits
of ceconomy,industry, discretion, attention and application of thought, are
generally supposed to be cultivated from self-interested motives, and at the
sametime are apprehended to be very praise-worthyqualities which deserve
the esteem and approbation of every body.... Carelessnessand want of
ceconomyare universally disapprovedof, not, however,as proceeding from a
want of benevolence, but froma wantof the properattention to the objects of
self-interest.'1

Adam Smith clearly believed that Hutcheson's system did not
give a sufficiently high place to self-interest. It was not Hutcheson
that inspired his remark, ' it is not from the benevolence of the

butcher, the brewer or the baker that we expect our dinner, but
from their regard to their own interest'.2 He may have obtained
a general love of liberty from Hutcheson, but whence did he
obtain the belief that self-interest works for the benefit of the whole

l Moral Sentzments, x759, pp. 464-6. 2 Below, voL i., p. x6.
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economic community ? He might possibly of course have evolved

it entirely in his own mind without even hearing another lecture

or reading another book after he left Hutcheson's class. But it

seems probable--we cannot safely say more---that he was assisted

by his study of Mandeville, a writer who has had little justice done

him in histories of economics, though McCulloch gives a useful hint

on the subject in his Literature of Political Economy. In the

chapter of the Moral Sentiments which follows the one which con-

rains the criticism of Hutcheson just quoted, Smith deals with

' Licentious Systems '. The appearances in human nature, he says,

which seem at first sight to favour such systems were 'slightly

sketched out with the elegance and delicate precision of the duke

of Rochefaucault, and afterwards more fully represented with the

lively and humorous, though coarse and rustic eloquence of Dr.
Mandeville ')

Mandeville, he says, attributes all commendable acts to 'a love

of praise and commendation,' or 'vanity',' and not content with

that, endeavours to point out the imperfection of human virtue

in many other respects.
' Wherever our reserve with regard to pleasure falls short of the most

ascetic abstinence, he treats it as gross luxury and sensuality. Every thing
according to him, is luxury which exceeds what is absolutely necessary for the
support of human nature, so that there is vice even in the use of a clean shirt
or of a convenient habitation.' _

But, Smith thinks, he has fallen into the great fallacy of repre-

senting every passion as wholly vicious if it is so in any degree and
direction :-

'It is thus that he treats everything as vanity which has any reference
either to what are or to what ought to be the sentiments of others : and it is
by means of this sophistry that he establishes his favourite conclusion that
private _qces are public benefits. If the love of magnificence, a taste for the
elegant arts and improvements of human life, for whatever is agreeable in
dress, furniture, or equipage, for architecture, statuary, painting and music,
is to be regarded as luxury, sensuality and ostentation, even in those whose
situation allows, without any inconvenieney, the indulgence of those passions,
it is certain that luxury, sensuality and ostentation are public benefits : since,
without the qualities upon which he thinks proper to bestow such opprobrious
names, the arts of refinement could never find encouragement and must
languish for want of employment.' 3

x Moral Sentiments, z759, p. 474. _ Ibid,, x759, p. 483. 3 [bid., p. 485 .
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' Such,' Smith concludes, ' is the system of Dr. Mandeville, which
once made so much noise in the world.' However destructive it

might appem', he thought ' it could never have imposed upon so
great a number of persons, nor have occasioned so general an alarm
among those who are friends of better principles, had it not in some
respects bordered upon the truth ,.1

Mandeville's work originally consisted merely of a poem of 400
lines called 'The Grumbling Hive: or Knaves Turn'd Honest,'
which according to his own account was first published as a six-

penny pamphlet about 17057 In 1714 he reprinted it, appending
a very much larger quantity of prose, under the title of The Fab/e
o1""the Bees : or Private Vices, Public Benefits ; with an Essay on

Charity and Charity Schools and a Search into the Nature of Soc_ty.

In 17_9 he added further a second part, nearly as large as the first,
consisting of a dialogue on the subject. The 'grumbling hive,'
which is in reality a human society, is described in the poem as

prospering greatly so long as it was full of vice :--
' The worst of all the multitude

Did something for the common good.

This was the state's craft, that malntain'd

The whole, of which each part complaln'd :
This, as in musick harmony,

Made jarrings in the main agree ;

Parties directly opposite,

Assist each oth'r, as 'twere for spight ;
And temp'ranee with sobriety

Serve drunkenness and gluttony.
The root of evil, avarice,

That damn'd ill-natur'd baneful vice,

lVas slave to prodigality,

That noble sin ; whilst luxury
Employ'd a million of the poor,

And odious pride a million more :
Envy itself and vanity
Were ministers of industry ;

Their darling folly, fickleness
In diet, furniture, and dress,

That strange ridie'lous vice, was made

The very wheel that turn'd the trade.

1Moral Sentimen/s, x759, p. 487. 2Fable oftl_ Bees, Jt7x4, preface.
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Their laws and cloaths were equally
Objects of mutability ;
For what was well done for a time,
In half a year became a crime ;
Yet whilst they altered thus their laws,
Still finding and correcting flaws,
They mended by inconstancy
Faults which no prudence could foresee.

Thus vice nursed ingenuity,
Which join'd with time and industry,
Had carry'd life's conveniencies,
It's real pleasures, comforts, ease,
To such a height, the very poor
Lived better than the rich before ;
And nothing could be added more.'

But the bees grumbled till Jove in anger swore he would rid the

hive of fraud. The hive became virtuous, frugal and honest, and

trade was forthwith ruined by the cessation of expenditure. At the

end of the ' Search into the Nature of Society' the author sums up
his conclusion as follows :m

' After this I flatter myself to have demonstrated that neither the friendly
qualifies and kind affections that are natural to man, nor the real virtues he
is capable of acquiring by reason and self-denial, are the foundation of society :
but that what we call evil in the world, moral as well as natural, is the grand
principle that makes us sociable creatures, the solid basis, the life and support
of all trades and employments without exception : that there we must look
for the true origin of an arts and sciences, and that the moment evil ceases
the society must be spoiled, if not totally dissolved.' _

In a letter to the London Journal of 10th August, 1723, which

he reprinted in the edition of 17_4, Mandeville defended this passage

vigorously against a hostile critic. If, he said, he had been writing

to be understood by the meanest capacities, he would have ex-

plained that every want was an evil :--

' That on the multiplicity of those wants depended all those mutual sorvices
which the individual members of a society pay to each other : and that conse-
quently, the greater variety there was of wants, the larger number of indi-
viduals might find their private interest in labouring for the good of others,
and united together, compose one body.' s

1pp. it.t3 in the ed. of i7o5. _Pp. _.7-8 in 2nd ed., i723.
sp. 465 in ed. of I7a4.
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If we bear in mind Smith's criticism of Hutcheson and Mande-

ville in adjoining chapters of the Moral Sentiments, and remember ::
further that he must almost certainly have become acquainted
with the Fable of the Bees when attending Hutcheson's lectures or
soon afterwards, we can scarcely fail to suspect that it was Mande-
ville who first made him realise that ' it is not from the benevolence

of the botcher, the brewer or the baker that we expect our dinner,
but from their regard to their own interest'. Treating the word
' vice' as a mistake for self-love, Adam Smith could have repeated

with cordiality Mandeville's lines already quoted :--

• Thus vice nursed ingenuity,

Which join'd with time and industry,

Had carry'd life's conveniencies,

It's real pleasures, comforts, ease,

To such a height, the very poor
Lived better than the rich before.'

Smith put the doggerel into prose, and added something from
the Hutchesonian love of liberty when he propounded what is
really the text of the polemical portion of the Wealth of Nations :_

' The natural effort of every in,tividual to better his own condition_ when

suffered to exert itself with freedom and security, is so powerful a principle,

that it is alone and without any assistance, not only capable of carrying on

the society to wealth and prosperity, but of surmounting a hundred imper-

tinent obstructions with which the folly of human laws too often incumbers

its operations.' 1

Experience shows that a general belief in the beneficence of the

economic working of self-interest is not always sufficient to make
even a person of more than average intelligence a free-trader.
Consequently it would be rash to suppose that Smith's disbelief in
the mercantile system was merely the natural outcome of his
general belief in economic freedom. Dugald Stewart's quotations

from his paper of 1755 do not contain anything to show that he
was pouring contempt on the doctrine before he left Edinburgh
and in his early years at Glasgow. It seems very likely that the
reference in the lectures to Hume's ' essays showing the absurdity
of these and other such docbines' 2 is to be regarded as an acknow-

1Below, vol. li., p. 43. _ Lectures_ p. x97,
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ledgment of obligation, and therefore that it was Hume, by his
Political Diaco_,e8 on Money and the Balance of Trade in 175_,
who first opened Adam Smith's eyes on this subject. The probability
of this is slightly increased by the fact that in the lectures the mercan-
tile fallacies as to the balance of trade were discussed in connexion

with Money, as in Hume's D_courseo, instead of in the position
which they would have occupied if Smith had either followed Hutche-

son's order, or placed them among the causes of the ' slow progress
of opulence'. It is, too, perhaps, not a mere coincidence that while
both Hume in the Di*cour, es in 1752 and Smith in his lectures

ten years later rejected altogether the aim of securing a favourable
balance of trade, Hume still clearly believed in the utility of pro-
tection for home industries, and Smith is at ally rate reported to
have made a considerable concession in its favour)

It would be useless to carry the inquiry into the origin of Adam
Smith's views any further here. Perhaps it has been carried too
far already. In the course of the Wealth o_ Natlom Smith actually
quotes by their own name or that of their authors almost one
hundred books. An attentive study of the notes to the present

edition will convince the reader that though a few of these are
quoted at second hand the number actually used was far greater.
Usually but little, sometimes only a single fact, phrase or opinion,
is taken from each, so that few authors are less open than Adam

Smith to the reproach of having rifled another man's work. That
charge has indeed never seriously been brought against him, except

in regard to Turgot's Rgflex/om, and in that ease not a particle of
evidence has ever been produced to show that he had used or even
seen the book in question. The Wealth of Nat_ was not written

hastily with the impressions of recent reading still vivid on the
author's brain. Its composition was spread over at least the twenty-
seven years from 1749 to 1776. During that period economic ideas
crossed and recrossed the Channel many times, and it is as useless
as it is invidious to dispute about the relative shares of Great

l Above, pp. xxvi, xxix. Moreover, before bringing out the second edition of his Dis-
courses, Hume wrote to Adam Smith asking for suggestions. That Smith made no remark
on the protectionist passage in the discourse on the Balance of Trade seems to be indicated
by the fact that it remained unaltered (see Hume's _ssays, ed. Green & Grosc, vol. i.,
PP. 59, 343 and 344).
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Britain and France in the progress effected. To go further and

attempt to apportion the merit between different authors is like
standing on some beach and discussing whether this or that par-
tieular wave had most to do with the rising tide. One wave may

appear to have what credit there is in sweeping over a child's first [
sand castle and another wave may evidently wipe out his _eond,
but both would have been swamped just as effectually, and almost t

as soon, on a perfectly calm day. 1



AN INQUIRY INTO THE NATURE AND CAUSES

OF THE

WEALTH OF NATIONS

INTRODUCTION AND PLAN OF THE WORK

THE annual 1 labour of every nation is the fund which originally Theproduceof annual
J[ supplies it with all the necessaries and conveniencies of life 2 laboursop-
which it annually consumes, and which consist always either in the pliesannualconsump.

immediate produce of that labour, or in what is purchased with that tion,
produce from other nations.

According therefore, as this produce, or what is purchased with it, betteror
worse actor-

bears a greater or smaller proportion to the number of those who are dins to the
proportion

to consume it, the nation will be better or worse supplied with all the of produce
necessaries and conveniencies for which it has occasion. 8 topeople,

But this proportion must in every nation be regulated by two whichpro.
portion is

different circumstances- first, by the skill, dexterity, and judgment reguhted by' the skill,
with which its labour is generally applied; 4 and, secondly, by the etc..ofthe

labour and
proportion between the number of those who are employed in useful the propor-

tion of
labour, and that of those who are not so employed) Whatever be useful

iaboure_,

1 [This word, with ' annually' just below, at once marks the transition from the older
British economists' ordinary practice of regarding the wealth of a nation as an accumulated
fund. Following the physiocrats, Smith sees that the important thing is how much can be
produced in a given time.]

2[Cp. with rids phrase Locke, Some Considerations of the Consequences of the Lowerin_
of_Interest and Raising t._ Value of Money, ed. of x696, p. 66, ' the intrinsic natural worth
ot anything cons*sis in its fitness to supply the necessities or serve the conveniencies of
human life.']

S[The implication that the nation's welfare is to be reckoned by the average welfare of
its members, not by the aggregate, is to be noticed.]

4[Ed. x reads ' with which labour is generally applied in it '.]
5[This second circumstance may be stretched so as to include the duration and intensity

of the labour of those who are usefully employed, but another important circumstance, the
quantity and quality of the accumulated instruments of productton, is altogether omittod.l

VOL. I.--1
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the soil, climate, or extent of territory of any particular nation, the
abundance or scantiness of its annual supply must, in that particular

situation, depend upon those two circumstances.
and moreby The abundance or scantiness of this supply too seems to depend
the skiU,
etc..thanby more upon the former of those two circumstances than upon the
the propor- latter. Among the savage nations of hunters and fishers, every in-tionof usetul

hboorers,as dividual who is able to work, is more or less employed in usefulis shown by

the greater labour, and endeavours to provide, as well as he can, the necessariesproduce of

civilised and eonveniencies of life, for himself, or i such of his family or tribe associeties.

are either t )o old, or too young, or too infirm to go a hunting and fishing.
Such nations, however, are so miserably poor, that from mere want, they
are frequently reduced, or, at least, think themselves reduced, to the
necessity sometimes of directly destroying, and sometimes of abandoning

their infants, their old people, and those afflicted with lingering diseases,
to perish with hunger, or to be devoured by wild beasts. Among
civilized and thriving nations, on the contrary, though a great number
of people do not labour at all, many of whom consume the produce of
ten times, frequently of a hundred times more labour than the greater
part of those who work ; yet the produce of the whole labour of the
society is so great, that all are often abundantly supplied, and a work-

....... man, even of the lowest and poorest order, if he is frugal and industri-
ous, may enjoy a greater share of the necessaries and convenieneies of

life than it is possible for any savage to acquire.
The causes The causes 2 of this improvement, in the productive powers of
of improve-
ment and lab(,ur, and the order, according to which its produce is naturallynatural dis-
tributionare distributed 3 among the different ranks and conditions of men in the
the subject
of BookI. society, make the subject of the First Book of this Inquiry.
Capital Whatever be the actual state of the skill, dexterity, and judgmentstock, which

regulates with which labour is applied in any nation, the abundance or scanti-the propor-
tionofuseful hess of its annual supply must depend, during the continuance of that
labourers, is
treatedof in state, upon t:*e proportion between the number of those who are
BookII. annually employed in useful labour, and that of those who are not so

employed. The number of useful and productive 4 labourers, it will
hereafter appear, is every where in proportion to the quantity of
capital stock which is employed in setting them to work, and to the
particular way in which it is so employed. The Second Book, there-

1 [Ed. x reads ' and '. ]
S[Only one cause, the division of labour, is actually treated.]

"a[For the physlocratlc origin of the technical use of the terms ' distribute' and ' distribu-
tmn' see the Editor's Introducuon.]

4 [This word shps m here as an apparently unimportant synonym of ' useful,' but sub-
sequently ousts ' useful' altogether, and is explained in such a way that unproductive labour
may be useful ; see esp. below p. 314.]
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fore, treats of the nature of capital stock, of the manner in which it

is gradually accumulated, and of the different quantities of labour
which it puts into motion, according to the different ways in which
it is employed.

Nations tolerably well advanced as to skill, dexterity, and judgment, Thecir-
in the application of labour, have followed very different plans in the whichCUmstanceSled

general conduct or direction of it ; and those plans have not all been Europetoencourage

equally favourable to the greatness of its produce. The policy of the industryof the towns

some nations has given extraordinary encouragement to the industry anddiscour-age agricul-

of the country ; that of others to the industry of towns. Scarce any turearedealtwith in Book

nation has dealt equally and impartially with every sort of industry, m.
Since the downfal of the Roman empire, the policy of Europe has
been more favourable to arts, manufactures, and commerce, the indus-

try of towns; than to agriculture, the industry of the country. The
circumstances which seem to have introduced and established this

policy are explained in the Third Book.

Though those different plans were, perhaps, first introduced by the The theories
to which dif-

private interests and prejudices of particular orders of men, without ferentpoli-
cieshave

any regard to, or foresight of, their consequences upon the general givenrise
welfare of the society ; yet they have given occasion to very different areex-plainedin
theories of political oeeonomy ;z of which some magnify the importance r ,- IV.
of that industry which is carried on in towns, others of that which is
carried on in the country. Those theories have had a considerable

influence, not only upon the opinions of men of learning, but upon
the public conduct of princes and sovereign states. I have endea-

voured, in the Fourth Book, to explain, as fully and distinctly as
I can, those difl_rent theories, and the principal effects which they
have produced in different ages and nations.

To explain 2 in what has consisted the revenue of the great body Theexpen-
dittrre, rev-

of the people, or what has been the nature 3 of those funds, which, eo.e and
debts of the

in different ages and nations, have supplied their annual consumption, aovereign
are treated

is the object of 4 these Four first Books. The Fifth and last Book of in Book
treats of the revenue of the sovereign, or commonwealth. In this v.

book I have endeavoured to show; first, what are the necessary
expenees of the sovereign, or commonwealth ; which of those expences
ought to be defrayed by the general contribution ot the whole society ;
and which of them, by that of some particular part only, or of some
particular members of it : _ secondly, what are the different methods

z[See the index for the examples of the use of this term,]

_fEd I does not contain ' to explain '.] 3[Ed. x reads ' what is the nature '.]I Ed_ I reads ' is treated of in '.] 5[Ed. I reads of the society '.]
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in which the whole soeiety may be made to contribute towards de-
fraying the expenees incumbent on the whole society, and what are
the principal advantages and ineonvenieneies of each of those methods :
and, thirdly and lastly, what are the reasons and causes which have
induced almost all modem governments to mortgage some part of
this revenue, or to contract debts, and what have been the effects of

those debts upon the real wealth, the annual produce of the land and
labour of the society.1

1[Read in conjunction with the first two paragraphs, this sentence makes it clear that the
wealth of a nation is to be reckoned by its _er capita income. But this view is often tem-
porarily departed from in the course of the work; see the index, s.v. Wealth.]



BOOK 1

Of the Causes of Improvement in the productive Powers of Labour,

and of the Order according to which its Produce is naturally

distributed among the different Ranks of the People,

CHAPTER I

OF THE DIVISION OF LABOUR I

HE greatest improvement 2 in the productive powers of labour, . Division of
and the greater part of the skill, dexterity, and judgment with greatlab°Urc&u_iStheof its ia-

which it is any where directed, or applied, seem to have been the creased
effects of the division of labour, powers,

The effects of the division of labour, in the general business of as maybetter un-
aoeiety,'will be more easily understood, by considering in what manner derstood

from a l_r-
it operates in some particular manufaetures. (It is commonly supposed ticum ez-

to be earried furthest in some very trifling ones; not perhaps that it ample,

1[This phrase, if used at all before this Ume, was not a familiar _ne. Its presence here
is probably due to a passage in Mandeville, Fable of the Bees, pt. ii. (x729), dial vi., p. 335 :
' Ctago .... When once men come to be governed by written laws, all the rest comes on

ace . . . No number of men, when once they enjoy quiet, and no man needs to fear his
ghbottr, will be long without learning to divide and subdivide their labour. HoR. I don't

understand you. CLEO. Man, as I have hinted before, natura.lly loves to imitate what he
others do, which is the reason that savage people all do the same thing : this hinders

them from meliorating their eonditiou, though they are always w_shing for it : but if one
will wholly apply himself to the making of bows and arrows, whilst another provides food,
a third builds huts, a fourth makes garments, and a fifth utensils, they not only become
useful to one another, but the callings and employments themselves will, in the same num-
ber of years, receive much greater improvements, than if all had been promiscuously followed
by every one of the five. HOg. I believe you are perfectly right there ; and the truth of what
you say is in nothing so conspicuous as it is in watch-making, which is come to a higher
degree of perfection than it would have been arr_ved at yet, if the whole had always re-
mained the employment of one person ; and I am persuaded that even the plenty we have
of clocks and watches, as well as the exactness and beauty they may be made of, are chiefly
owing to the division that has been made of that art into many branche_' The index eon-
taim, 'Labour, The usefulness of dividing and subdividing it '. Joseph Harris, .h'ssay
utOonMoney and Coins, x757, pt. i., § x_, treats of the ' usefulness of distinct trades,' or ' the
advantages accruing to mankind from their betaking themselves severally to different occu-
pations,' but does not use the phrase ' division of labour '.]

2lEd. x reads ' improvements '.]
(5)
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really is carried thrther in them than in others of more importance:
but in those trifling manuiactures which are destined to supply the
small wants of but a small number of people, the whole number of
workmen must necessarily be small; and those employed in every
different branch of the work can often be collected into the same work-

house, and placed at once under the view of the spectator.N_ In those
• W"

great manufactures, on the contrary, which are destined to supply the
great wants of the great body of the people, every different branch of
the work employs so great a number of workmen, that it is impossible
to collect them all into the same workhouse. We can seldom see

more, at one time, than those employed in one single branch. Though
in such manufactures, 1 therefore, the work may really be divided into

a much greater number of parts, than in those of a more trifling nature,
the division is not near so obvious, and has accordingly been much less
observed.

suchas pin- TO take an example, therefore,'-' from a very trifling manufacture ;
making, but one in which the division of labour has been very often taken

notice of, the trade of the pin-maker; a workman not educated
to this business (which the division of labour has rendered a distinct
trade), _ nor acquainted with the use of the machinery employed in
it (to the invention of which the same division of labour has probably
given occasion), could scarce, perhaps, with his utmost industry, make
one pin in a day, and certainly could not make twenty. But in the

way in which this business is now carried on, not only the whole work
is a peculiar trade, but it is divided into a number of branches, of
which the greater part are likewise peculiar trades. One man draws
out the wire, another straights it, a third cuts it, a fourth points it,
a fifth grinds it at the top for receiving the head ; to make the head
requires two or three distinct operations; to put it on, is a peculiar
business, to whiten the pins is another; it is even a trade by itself
to put them into the paper; mad the important business of making

a pin is, in this manner, divided into about eighteen distinct opera-
tions, which, in some manufactories, are all performed by distinct
hands, though in others the same man will sometimes perform two
or three of them. 4 I have seen a small manufactory of this kind

l [Eel. x reads ' Though in them '.]
2[Another and perhaps more important reason for taking an example like that which

follows in the possthihty of exhibitmg the advantages of division of labour m statisticaa form.]
3 [This parenthesis would alone be sufficient to show that those are wrong who believe

Smith did not include the separation of employments in ' division of labour '.]
[In Adam Smith's Lectures, p. I64, the business is, as here, divided into eighteen opera-

tions,, This number is doubtless taken from the Encyclop_die, tom. v. (published in x755),
s.v. Epmgle. The article is ascribed to M. Delaire, ' qtti ddcrivait la fabrication de l'6pingle
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where ten men only were employed, and where some of them con-
sequently performed two or three distinct operations. But though
they were very poor, and therefore but indifferently accommodated

with the necessary machinery, they could, when they exerted them-
selves, make among them about twelve pounds of pins in a day.
There are in a pound upwards of four thousand pins of a middling
size. Those ten persons, therefore, could make among them upwards
of forty-eight thousand pins in a day. Each person, therefore, making
a tenth part of forty-eight thousand pins, might be considered as

making four thousand eight hundred pins in a day. But if they had
all wrought separately and independently, and without any of them
having been educated to this peculiar business, they certainly could
not each of them have made twenty, perhaps not one pin in a day ;
that is, certainly, not the two hundred and fortieth, perhaps not the
four thousand eight hundredth part of what they are at present
capable of performing, in consequence of a proper division and
combination of their different operations.

(In every other art and manufacture, the effects of the division of . "the effectis
labour are similar to what they are in this very trifling one ; though, smularinalltrades and

also in the
in many of them, the labour can neither be so much subdivided, nor divismnof

reduced to so great a simplicity of operation_ The division of labour, emplOY-ments.
however, so far as it can be introduced, occasions, in every art, a
proportionable inerease of the productive powers of labour. The
separation of different trades and employments from one another,

seems to have taken plaee, in eonsequenee of this advantage. This
separation too is generally carried furthest in those countries which
enjoy the highest degree of industry and improvement ; what is the
work of one man in a rude state of society, being generally that of
several in an improved one. In every improved society, the farmer
is generally nothing but a farmer; the manufacturer, nothing but a

manufacturer. The labour too which is necessary to produce any
one complete manufacture, is almost always divided among a great
number of hands. How many different trades are employed in each
hraneh of the linen and woollen manufactures, from the growers of
the flax and the wool, to the bleachers and smoothers of the linen,

or to the dyers and dressers of the cloth ! The nature of agriculture,
indeed, does not admit of so many subdivisions of labour, nor of so
complete a separation of one business from another, as manufactures.

dans les ateliers m_me des ouvriers,' p. 8o7. In some factories the d_vis_on was carried further.
E. Chambers, Cyclo)_aed_a, vol. ix., 2nd ed., i738 , and 4th ed., x74x , s.v. Pro, makes the
number of separate operations twenty-five. ]
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It is impossible to separate so entirely, the business of the grazier from
that of the corn-farmer, as the trade of the carpenter is commonly

separated from that of the smith. The spinner is almost always a

distinct person from the weaver; but the ploughman, the harrower,
the sower of the seed, and the reaper of the corn, are often the
same. The occasions for those different sorts of labour returning
with the different seasons of the year, it is impossible that one man

should be constantly employed in any one of them. This impossibility
of making so complete and entire a separation of all the different
branches of labour employed in agriculture, is perhaps the reason why
the improvement of the productive powers of labour in this art, does
not always keep pace with their improvement in manufactures. The

most opulent nations, indeed, generally excel all their neighbours in
agriculture as well as in manufactures ; but they are commonly more
distinguished by their superiority in the latter than in the former.
Their lands are in general better cultivated, and having more labour
and expence bestowed upon them, produce more in proportion to the

extent and natural fertility of the ground. But this 1 superiority of
produce is seldom much more than in proportion to the superiority of
labour and expence. In agriculture, the labour of the rich country is
not always much more productive than that of the poor ; or, at least,
it is never so much more productive, as it commonly is in manufactures.
The corn of the rich country, therefore, will not always, in the same
degree of goodness, come cheaper to market than that of the poor.

The corn of Poland, in the same degree of goodness, is as cheap as
that of France, notwithstanding the superior opulence and improve-
ment of the latter country. The corn of France is, in the corn

provinces, fully as good, and in most years nearly about the same
price with the corn of England, though, in opulence and improvement,
France is perhaps inferior to England. The corn-lands of England,
however, are better cultivated than those of France, and the corn-
lands 2 of France are said to be much better cultivated than those of

Poland. But though the poor country, notwithstanding the inferiority
of its cultivation, can, in some measure, rival the rich in the cheapness
and goodness of its corn, it can pretend to no such competition in its
manufactures; at least if those manufactures suit the soil, climate,
and situation of the rich country. The silks of France are better

and cheaper than those of England, because the silk manufacture, at
least under the present high duties upon the importation of raw silk,

1[EeLx reads ' the'.]
2[Ed. i reads ' the lands' hereand twolineshigherup.]
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does not so well suit the climate of England as that of France. 1 But

the hard-ware and the coarse woollens of England are beyond all
comparison superior to those of France, and much cheaper too in
the same degree of goodness.2 In Poland there are said to be
scarce any manufactures of any kind, a few of those coarser house-

hold manufactures excepted, without which no country can well
subsist.

_This great increase of the quantity of work, which, in consequence Theadvan.
of the division of labour, the same number of people are capable of ragei_dueto three eir-

performing, 3 is owing to three different circumstances; first, to the cumstances.
increase of dexterity in every particular workman ; secondly, to the
saving of the time which is commonly lost in passing from one species
of work to another ; and lastly, to the invention of a great number of

machines which facilitate and abridge labour, and enable one man to
do the work of many.4_

First, the improvement of the dexterity of the workman necessarily cz_improved
increases the quantity of the work he can perform ; and the division dexterity,
of labour, by reducing every man's business to some one simple
operation, and by making this operation the sole employment of
his life, necessarily increases very much the dexterity of the workman.
A common smith, who, though accustomed to handle the hammer,
has never been used to make nails, if upon some particular occasion

he is obliged to attempt it, will scarce, I am assured, be able to make
above two or three hundred nails in a day, and those too very bad
ones. 5 A smith who has been accustomed to make nails, but whose
sole or principal business has not been that of a nailer, can seldom
with his utmost diligence make more than eight hundred or a thousand

nails in a day. 1 have seen several boys under twenty years of age
who had never exercised any other trade but that of making nails,

1 [Ed. x reads ' because the silk manufacture does not suit the climate of England '.]
_[In Lectures, p. x64, the comparison is between English and French 'toys,' t.e., small

metal articles.]
* [F__. I places ' in consequence of the division of labour' here instead of in the line above.]
4 [, Pour la e616rit6 du travail et la perfection de l'ouvrage, eUes d_l>endent enU_remem de la

multitude des ouvriers _mbl6s. Lorsqu'une manufacture est nombreuse, chaque op6ration
occupe tm homme diff6rent. Tel ouvner ne fait et ne fera de sa vie qu'une senle et unique
ch_e ; tel aatre une autre chose : d'ofi il arrive que ehaeune s'ex6eute blen et promptement,

que l'ouvrage le mieux fuit est encore eelui qu'on a _. meilleur march6. D'uilleurs le gofit etfa_on se perfecfionnent n6eessairement entre an grand nombre d'ouvners, paree qu'il est
diffieile qu'il ne s'en rencontre quelques-uns capables de r_fl6chir, de combiner, et de trouve_"
enfin le seul moyen qm puisse les mettre audessus de leurs semblables ; le moyen on d'6pargner
la marlowe, ou d'allonger le temps, ou de zurfaire l'mdustrie, soit par une machine nouvelle, soit
par une manoeuvre plus eommode.'--t_ncyclopddw, tom i. (x75x), p. 717, s.v. Art. All three
advantages mentioned in the text above are included here.]

5 [In Lectures, p. x66, ' a country smith not acenstomed to make nails will work very hard
for three or four hundred a day and those too very bad '.]
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and who, when they exerted themselves, could make, each of them,
upwards of two thousand three hundred nails in a day. 1 The making
of a nail, however, is by no means one of the simplest operations.

The same person blows the bellows, stirs or mends the fire as there is
occasion, heats the iron, and forges every part of the nail : In forging
the head too he is obliged to change his tools. The different opera-

tions into which the making of a pin, or of a metal button, 2 is sub-
divided, are all of them much more simple, and the dexterity of the

person, of whose life it has been the sole business to perform them, is
usually much greater. The rapidity with which some of the operations
of those manufactures are performed, exceeds what the human hand

could, by those who had never seen them, be supposed capable of
acquiring.

(2) saving of Secondly, the advantage which is gained by saving the time
time, commonly lost in passing from one sort of work to another, is much

greater than we should at first view be apt to imagine it. It is
impossible to pass very quickly from one kind of work to another,
that is carried on in a different place, and with quite different tools.

A country weaver, 3 who cultivates a small farm, must lose a good
deal of time in passing from his loom to the field, and from the field
to his loom. When the two trades can be carried on in the same

workhouse, the loss of time is no doubt much less. It is even in this

case, however, very considerable. A man commonly saunters a little
in turning his hand from one sort of employment to another. When

,. he first begins the new work he is seldom very keen and hearty ; his
mind, as they say, does not go to it, and for some time he rather trifles
than applies to good purpose. The habit of sauntering and of indolent
careless application, which is naturally, or rather necessarily acquired
by every country workman who is obliged to change his work and his
tools every half hour, and to apply his hand in twenty different ways
almost every day of his life ; renders him almost always slothful and
lazy, and incapable of any vigorous application even on the most

pressing occasions. Independent, therefore, of his deficiency in point
of dexterity, this cause alone must always reduce considerably the
quantity of work which he is capable of performing.

cationand(3)aFpli- Thirdly, and lastly, every body must be sensible how much labour
machinery, is facilitated and abridged by the application of proper machinery.

[In Lectures, p. x66, ' a boy used to it will easily make two thousand and thee in-
comparably better '.]

2 [In Lectures, p. 255, it is implied that the labour of making a button was divided among
eighty persons. ]

[Thesame example occurs in Lectures, p. _66.]
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It is unnecessary to give any example, t I shall only observe, there- inventedbyworkmen,

fore, 2 that the invention of all those machines by which labour is so
much facilitated and abridged, seems to have been originally owing to
the division of labour. Men are much more likely to discover easier

and readier methods of attaining any object, when the whole attention
of their minds is directed towards that single object, than when it is
dissipated among a great variety of things. But in consequence of
the division of labour, the whole of every man's attention comes

naturally to be directed towards some one very simple object. It is
naturally to be expected, therefore, that some one or other of those
who are employed in each particular branch of labour should soon
find out easier and readier methods of performing their own particular
work, wherever the nature of it admits of such improvement. A

great part of the machines made use of 3 in those manufactures in
which labour is most subdivided, were originally the inventions of
common workmen, who, being each of them employed in some very
simple operation, naturally turned their thoughts towards finding out
easier and readier methods of performing it. Whoever has been
much accustomed to visit such manufactures, must frequently have

been shewn very pretty machines, which were the inventions of such 4
workmen, in order to facilitate and quicken their own particular part

of the work. In the first fire-engines, _ a boy was constantly employed
to open and shut alternately the communication between the boiler

and the cylinder, according as the piston either ascended or descended.
One of those boys, who loved to play with his companions, observed
that, by tying a string from the handle of the valve which opened
this communication to another part of the machine, the valve would

open and shut without his assistance, and leave him at liberty to
divert himself with his play-fellows. One of the greatest improve-
ments that has been made upon this machine, since it was first
invented, was in this manner the discovery of a boy who wanted to
save his own labour. 6

1 [Examples are given in Lectures, p. I67 : ' Two men and three horses will do more in a
day with the plough than twenty men wtthout it. The miller and has servant will do more with
the water mill than a dozen with the hand mill, though it too be a machine. ']

z [EeLx reads ' I shall, therefore,only observe'.]
z [Ed. i reads maebanesemployed'.]
a[Ed. x reads of common'.]
[Le., steam-engines.]

6[This pretty story is largely,at any rate, mythical. It appears to have grown out of a
mtsreading (nOtnecessarilyby Smith) of the followingpassage. ' They used beforeto work
witha buoy inthe cylinderenclosedin a pipe, whichbuoy rose whenthe steam wasstrong,and
openedthe injection,and made a stroke ; therebythey werecapable of onlygivingsix,eight_r
ten strokes in a minute, till a boy, Humphry Potter, whoattendedthe engine,added(whathe
calledseoggan) a catch that the beam Q alwaysopened; and then it wouldgo fifteen of
sixteenstrokesin a minute. But this being perplexedwith catchesand strings, Mr. Henry
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or by All the improvements in machinery, however, have by no means
machine- been the inventions of those who had occasion to use the machines.makera and

philoso- Many improvements have been made by the ingenuity of the makersphers.

of the machines, when to make them became the business of a peculiar

trade ; and some by that of those who are called philosophers or men
of speculation, whose trade it is not to do any thing, but to observe

every thing; and who, upon that account, are often capable of com-
bining together the powers of the most distant and dissimilar objects. 1
In the progress of society, philosophy or speculation becomes, like
every other employment, the principal or sole trade and occupation
of a particular class of citizens. Like every other employment too,
it is subdivided into a great number of different branches, each of
which affords occupation to a peculiar tribe or class of philosophers ;

and this subdivision of employment in philosophy, as well as in every
other business, improves dexterity, and saves time. Each individual
becomes more expert in his own peculiar branch, more work is done
upon the whole, and the quantity of science is considerably increased
by it. _

Hencethe {Itisthe greatmultiplicationofthe productionsofallthe different
universal
opulenceof arts, in consequence of the division of labour, which occasions, in a
awell- well-governedsociety,thatuniversalopulencewhich extendsitselftogoverned

society, the lowestranksof"the people._ Every workman has a greatquantity

of hisown work to disposeof beyond what he himselfhas occasion

for;and every other workman being exactlyin the same situation,

hc isenabled to exchange a greatquantityof his own goods fora

great quantity,or,what comes to the same thing,forthe priceofa

Belghton, in an engine he had built at Newcastle-on-Tyne in x718, took them all away, the
beam itself simply supplying all much better.'--J. T. Desaguliers, Course of Experimental
]Jh_loso_hv, vol. iL, I744, p. 533. From pp. 469, 47x, it appears that hand labour was origin-
ally used i_efore the 'buoy' was devised.]

l [In Lectures, p. i67, the invention of the plough is conjeeturally attributed to a farmer
and that of the hand-mall to a slave, while the invention of the water-wheel and the steam
engine is credited to philosophers. Mandeville is very much less favourable to the claims of
the philosophers : ' They axe very seldom the same sort of people, those that invent arts and
improvements in them and those that inquire into the reason of things : this latter is most
commonly practised by such as axe idle and indolent, that are fond of retirement, bate business
and take delight m speculation ; whereas none succeed oftener in the first than active, stirring
and laborious men, such as will put then: hand to the plough, try experiments and give all their
attention to what they are about.'--Fable of the Bees, p_t. il. (i729), dial. iii., p. i5x. He
goes on to give as examples the improvements in soap-boiling, grain-dyeing, etc.]

2 [The advantage of producing particular commodities wholly or chiefly in the countries
most naturally fitted for their production is recognised below, p. 423, but the fact that division
of labour is necessary for _ts attmnment is not noticed. The fact that division of labour
allows different workers to be put exclusively to the kind of work for which they are best
fitted by qualities not acquired by education and pracUee, such as age, sex, size and
strength, is in part ignored and in part denied below, pp. x7, i8. The disadvantage of
division of labour or specialisation is dealt with below, vol. ii., pp. _57-269.]
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great quantity of theirs. He supplies them abundantly with what
they have occasion for, and they accommodate him as amply with what
he has occasion for, and a general plenty diffuses itself through all the
different ranks of the society.

Observe the accommodation of the most common artificer or day- eventheday-labour-

labourer in a civilized and thriving country, and you will perceive er'_coatbeing the

that the number of people of whose industry a part, though but a produceof avast number

small part, has been employed in procuring him this accommodation, ofworkmen.
exceeds all computation. The woollen coat, for example, which covers
the day-labourer, as coarse and rough as it may appear, is the produce
of the joint labour of a great multitude of workmen. The shepherd,
the sorter of the wool, the wool-comber or carder, the dyer, the
scribbler, the spinner, the weaver, the fuller, the dresser, with many

others, must all join their different arts in order to complete even this
homely production. How many merchants and carriers, besides, must
have been employed in transporting the materials from some of those
workmen to others who often live in a very distant part of the country !
how much commerce and navigation in particular, how many ship-
builders, sailors, sail-makers, rope-makers, must have been employed

in order to bring together the different drugs made use of by the dyer,
which often come from the remotest corners of the world! What a

variety of labour too is necessary in order to produce the tools of the
meanest of those workmen! To say nothing of such complicated
machines as the ship of the sailor, the mill of the fuller, or even the
loom of the weaver, let us consider only what a variety of labour is
requisite in order to form that very simple machine, the shears with

which the shepherd clips the wool. The miner, the builder of the
furnace for smelting the ore, the feller of the timber, the burner of the
charcoal to be made use of in the smelting-house, the brick-maker, the
brick-layer, the workmen who attend the furnace, the mill-wright, the
forger, the smith, must all of them join their different arts in order to
produce them. Were we to examine, in the same manner, all the
different parts of his dress and household furniture, the coarse linen
shirt which he wears next his skin, the shoes which cover his feet, the
bed which he lies on, and all the different parts which compose it, the

kitchen-grate at which he prepares his victuals, the coals which he
makes use of for that purpose, dug from the bowels of the earth, and
brought to him perhaps by a long sea and a long land carriage, all the
other utensils of his kitchen, all the furniture of his table, the knives

and forks, the earthen or pewter plates upon which he serves up and
divides his victuals, the different hands employed in preparing his
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bread and his beer, the glass window which lets in the heat and the

light, and keeps out the wind and the rain, with all the knowledge
and art requisite for preparing that beautiful and happy invention,
without which these northern parts of the world could scarce have

afforded a very comfortable habitation, together with the tools of all
the different workmen employed in producing those different con-
veniencies ; if we examine, I say, all these things, and consider what a
variety of labour is employed about each of them, we shall be sensible
that without the assistance and co-operation of many thousands, the
very meanest person in a civilized country could not be provided, even
according to, what we very falsely imagine, the easy and simple
manner in which he is commonly accommodated. Compared, indeed,

with the more extravagant luxury of the great, his accommodation
must no doubt appear extremely simple and easy ; and yet it may be
true, perhaps, that the accommodation of an European prince does not
always so much exceed that of an industrious and frugal peasant, as
the accommodation of the latter exceeds that of many an African king,
the absolute master of the lives and liberties of ten thousand naked

s&va_es. 1

1[This paragraph was probably taken bodily from the b,lS. of the author's leetttres. It
appears to be founded on Locke, Ctvtl (;oz,erTt_tle_t/, § 43 ; Mandevdle, Fable of/he Bees,
pt. i., Remark P, 2nd ed., I723, p. r82, and perhaps Harris, Essay upon .$[oney and Coins,
lx. i., _ xz. See Lectures, pp. x61-I6z and notes.]



CHAPTER II

OF THE PRINCIPLE WHICH GIVES OCCASION TO THE DIVISION OF LABOUR

HIS division of labour, from which so many advantages are Thedivision
derived, is not originally the effect of any human wisdom, which ofhbourarises from

foresees and intends that general opulence to which it gives occasion, x _ propensity :lrt h utt_ul

nature to ,$_r J_ "_It is the necessary, though very slow and gradual, consequence of a exchange.
certain propensity in human nature which has in view no such exten- _q_. "_
sire utility ; the propensity to truck, barter, and exchange one thing -:
for another. " .... " '

Whether this propensity be one of those original principles in human Thispro- , e

nature, of which no further account can be given; or whether, as _pensitYfoundiniS _ ";_'-.
seems more probable, it be the necessary consequence of the faculties m,_ _to_.
of reason and speech, it belongs not to our present subject to enquire.
It is common to all men, and to be found in no other race of animals,

which seem to know neither this nor any other species of contracts.
Two greyhounds, in running down the same hare, have sometimes the
appearance of acting in some sort of concert. Each turns her towards

his companion, or endeavours to intercept her when his eompanian
turns her towards himself. This, however, is not the effect of any
contract, but of the accidental concurrence of their passions in the
same object at that particular time. Nobody ever saw a dog make a

fair and deliberate exchange of one bone for another with another dog._
Nobody ever saw one animal by its gestures and natural cries signify
to another, this is mine, that yours ; I am willing to give this for that.
When an animal wants to obtain something either of a man or of
another animal, it has no other means of persuasion but to gain the
favour of those whose service it requires. A puppy fawns upon its

1[I.e., it is not the effect of any conscious regulation by the state or society, like the ' law of
Seso_.. " ,' that every man should follow the employment of his father, referred to in the corre-
sponding passage in Lectures, p. t68. The denial that it is the effect of individual wisdom
_.mg. the advantage of exercising special natural talents comes lower down, p. I7. ]

Slit ts by no means clear what object there could be in exchanging one bone for another.]

(15)
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dam, and a spaniel endeavours by a thousand attractions to engage the
attention of its master who is at dinner, when it wants to be fed by
him. Man sometimes uses the same arts with his brethren, and when

he has no other means of engaging them to act according to his
inclinations, endeavours by every servile and fawning attention to
obtain their good will. He has not time, however, to do this upon
every occasion. In civilized society he stands at all times in need of
the co-operation and assistance of great multitudes, while his whole
life is scarce sufficient to gain the friendship of a few persons. In

almost every other race of animals each individual, when it is grown
up to maturity, is entirely 1 independent, and in its natural state has

occasion for the assistance of no other living creature. But man has
almost constant occasion for the help of his brethren, and it is in vain
for him to expect it from their benevolence only. He will be more
likely to prevail if he can interest their self-love in his favour, and
shew them that it is for their own advantage to do for him what he

requires of them. Whoever offers to another a bargain of any kind,
proposes to do this: Give me that which I want, and you shall have
this which you want, is the meaning of every such offer ; and it is in
this manner that we obtain from one another the far greater part of
those good offices which we stand in need of. It is not from the

benevolence of the butcher, the brewer, or the baker, that we expect
our dinner, but from their regard to their own interest. We address
ourselves, not to their humanity but to their self-love, and never talk

to them of our own necessities but of their advantages. Nobody but a
beggar chnses to depend chiefly upon the benevolence of his fellow-
citizens. Even a beggar does not depend upon it entirely. The
charity of well-disposed people, indeed, supplies him with the whole
fund of his subsistence. But though this principle ultimately provides
him with all the necessaries of life which he has occasion for, it
neither does nor can provide him with them as he has occasion for

them. The greater part of his occasional wants are supplied in the
same manner as those of other people, by treaty, by barter, and by
purchase. With the money which one man gives him he purchases
food. The old eloaths which another bestows upon him he exchanges
for other old eloaths which suit him better, or for lodging, or for food,
or for money, with which he can buy either food, cloaths, or lodging,
as he has occasion. 2

1[Misprinted' int'.u-ely'in _ x-5. ' Entirely' occursa little lowerdownin all ed._]
[The txaxagraphm repeatedfrom Lectures, p. x69. It is fotmdcdon MandeviUe,Fob&o]

tileBees,pt. ii. (x7"9),dial. vi., pp. 4ax, 4a2.]
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As it is by treaty, by barter, and by purchase, that we obtain from It is en.• couraged by
one another the greater part of those mutual good offices which we _ self-interestand leads to
stand in need of, so it is this same trucking disposition which originally divisionof

gives occasion to the division of labour. In a tribe of hunters or hbour.
shepherds a particular person makes bows and arrows, for example,
with more readiness and dexterity than any other. He frequently

exchanges them for cattle or for venison with his companions ; and he
finds at last that he can in this manner get more cattle and venison,
than if he himself went to the field to catch them. From a regard

to his own interest, therefore, the making of bows and arrows grows
to be his chief business, and he becomes a sort of armourer. Another

excels in making the frames and covers of their little huts or moveable
houses. He is accustomed to be of use in this way to his neighbours,
who reward him in the same manner with cattle and with venison,

till at last he finds it his interest to dedicate himself entirely to this
employment, and to become a sort of house-carpenter. In the same
manner a third becomes a smith or a brazier; a fourth a tanner or

dresser of hides or skins, the principal part of the clothing of savages.

And thus the certainty of being able to exchange all that surplus part of
the produce of his own labour, which is over and above his own con-
sumption, for such parts of the produce of other men's labour as he may
have occasion for, encourages every man to apply himself to a particular

occupation, and to cultivate and bring to perfection whatever talent or
genius he may possess for that particular species of business. 1

The difference of natural talents in different men is, in reality, much _hnsgiving
rise to differ-

less than we are aware of; and the very different genius which appears encesof
to distinguish men of different professions, when grown up to maturity, importanttalentmore
is not upon many occasions so much the cause, as the effect of the thanthenatural dif-

division of labour. _ The difference between the most dissimilar ferences.

characters, between a philosopher and a common street porter, for

example, seems to arise not so much from nature, as from habit, custom,
and education. When they came into the world, and for the first six
or eight years of their existence, they were, perhaps, _ very much alike,

and neither their parents nor playfellows could perceive any remark-
able difference. About that age, or soon after, they come to be

employed in very different occupations. The difference of talents

1 [Lectures, pp. i69-x7o. ]
[This is apparently directed against Harris, Money and Coins, pt. i., § H, and is in accord-

anee with the view of Hume, who asks readers to ' consider how nearly equal all men are in
their bodily force, and even in then: mental powers and faealties, ere cultivated by education '.
--' Of the Original Contract,' in .Essays, Moral and Political, x748, p. 29L]

3 [, Perhaps' is omitted in eds. 2 and 3, and restored in the errata to ed. 4. ]
VOL. I.--_
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comes then to be taken notice of, and widens by degrees, till at last
the vanity of the philosopher is willing to acknowledge scaree any
resemblance. But without the disposition to truck, barter, and ex-

change, every man must have procured to himself every necessary and
conveniency of life which he wanted. All must have had the same
duties to perform, and the same work to do, and there could have
been no such difference of employment as could alone give occasion to
any great difference of talents. 1

am1rendering As it is this disposition which forms that difference of talents, so
those differ-

,_ ea_ useful remarkable among men of different professions, so it is this same dis-
position which renders that difference nseful. Many tribes of animals
acknowledged to be all of the same species, derive from nature a much
more remarkable distinction of genius, than what, antecedent to cus-

tom and education, appears to take place among men. By nature a
philosopher is not in genius and disposition half so different from a
street porter, as a mastiff is from a greyhound, or a greyhound from a
spaniel, or this last from a shepherd's dog. Those different tribes of
animals, however, though all of the same species, are of scarce any use

to one another. The strength of the mastiff is not in the least sup-
ported either by the swiftness of the greyhound, or by the sagacity of
the spaniel, or by the docility of the shepherd's dog. The effects of
those different geniuses and talents, for want of the power or disposition
to barter and exchange, cannot be brought into a common stock, and
do not in the least contribute to the better accommodation and eon-

veniency of the species. Each animal is still obliged to support and
defend itself, separately and independently, and derives no sort of
advantage from that variety of talents with which nature has dis-
tinguished its fellows. Among men, on the contrary, the most
dissimilar geniuses are of use to one another; the different produces

of their respective talents, by the general disposition to truck, barter,
and exchange, being brought, as it were, into a common stock, where
every man may purchase whatever part of the produce of other men's
talents he has occasion for.

1 [Lectures, pp. XTO--xTx.]



CHAPTER III

THAT THE DIVISION OF LABOUR IS LIMITED BY THE EXTENT OF THE MARKET

(A S it is the power of exchanging that gives occasion to the division Divisiono!
2-k of labour, so the extent of this division must always be limited labourislim-ited by the

by the extent of that power, or, in other words, by the extent of the extentof thepower of ax-

market. When the market is very small, no person can have any c_ging.
encouragement to dedicate himself entirely to one employment, for
want of the power to exchange all that surplus part of the produce of
his own labour, which is over and above his own consumption, for such
parts of the produce of other men's labour as he has occasion for.

There are some sorts of industry, even of the lowest kind, which can vmriouB
be carried on no where but in a great town. _) A porter, for example, tradescan-not be car-

can find employment and subsistence in no other place. A village is riedonex-ceptin

by much too narrow a sphere for him ; even an ordinary market town towns.
is scarce large enough to afford him constant occupation. In the lone
houses and very small villages which are scattered about in so desert a

country as the Highlands of Scotland, every farmer must be butcher,
baker and brewer for his own family. In such situations we can scarce
expect to find even a smith, a carpenter, or a mason, within less than
twenty miles of another of the same trade. The scattered families that
live at eight or ten miles distance from the nearest of them, must learn
to perform themselves a great number of little pieces of work, for which,
in more populouscountries, they would call in the assistance of those

workmen. Country workmen are almost every where obliged to apply
themselves to all the different branches of industry that have so much
affinity to one another as to be employed about the same sort of
materials. A country carpenter deals in every sort of work that is
made of wood : a country smith in every sort of work that is made of

iron. The former is not only a carpenter, but a joiner, a cabinet
. maker, and even a carver in wood, as _ell as a wheelwright, a plough-

wright, a cart and waggon maker. The employments of the latter are
still more various. It is impossible there should be such a trade as

(19)
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even that of a nailer in the remote and inland parts of the Highlands
of Scotland. Such a workman at the rate of a thousand nails a day,
and three hundred working days in the year, will make three hundred
thousand nails in the year. But in such a situation it would be im-

possible to dispose of one thousand, that is, of one day's work in the
year.

Watc_-cmr. _As by means of water-carriage a more extensive market is openedriage widens
themarket, to every sort of industry than what land-carriage alone can afford it,

so it is upon the sea-coast, and along the banks of navigable rivers,
that industry of every kind naturally begins to subdivide and im-

prove itself, and it is frequently not till a long time after that those

improvements extend themselves to the inland parts of the country.)
A broad-wheeled waggon, attended by two men, and drawn by eight
horses, in about six weeks time carries and brings hack between
London and Edinburgh near four ton weight of goods. In about the

same time a ship navigated by six or eight men, and sailing between
the ports of London and Leith, frequently carries and brings back two
hundred ton weight of goods. Six or eight men, therefore, by the
help of water-carriage, can carry and bring back in the same time the
same quantity of goods between London and Edinburgh, as fifty broad-
wheeled waggons, attended by a hundred men, and drawn by four
hundred horses. 1 Upon two hundred toils of goods, therefore, carried
by the cheapest land-carriage from London to Edinburgh, there must
be charged the maintenance of a hundred men for three weeks, and

both the maintenance, and, what is nearly equal to the maintenance,
the wear and tear of four hundred horses as well as of fifty great
waggons. Whereas, upon the same quantity of goods carried by water,
there is to be charged only the maintenance of six or eight men, and
the wear and tear of a ship of two hundred tons burthen, together
with the value of the superior risk, or the difference of the insurance
between land and water-carriage. Were there no other communication

between those two places, therefore, but by land-carriage, as no goods
could be transported from the one to the other, except such whose
price was very considerable in proportion to their weight, they could
carry on but a small part of that commerce which at present subsists
between them, and consequently could give but a small part of that
encouragement which they at present mutually afford to each other's

1 [The superiority of carriage by sea is here considerably less than in Lectures, p. x72 , but
is still probably exaggerated. W. Playfair, ed. of Wealth of AZatwns, i8o5, vol. i., p. _'9,
says a waggon of the kind described could carry eight tons, but, of course, some allow.am_
must be made for thirty years of rcm.d improvement.]

a[Ed. _ rends ' which is at present carried on '.]
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industry. There could be little or no commerce of any kind between

the distant parts of the world. What goods could bear the expence
of land-carriage between London and Calcutta ? 1 Or if there were 2

any so precious as to be able to support this expenee, with what safety
could they be transported through the territories of so many barbarous
nations ? Those two cities, however, at present carry on a very con-
siderable commerce with each other, 3 and by mutually affording a
market, give a good deal of encouragement to each other's industry.

Since such, therefore, are the advantages of water-carriage, it is *ndsothefirst ira-

natural that the first improvements of art and industry should be made provementsare on the
where this eonveniency opens the whole world for a market to the ,ca-coastor

navigable
produce of every sort of labour, and that they should always be much rivers,

later in extending themselves into the inland parts of the country.
The inland parts of the country can for a long time have no other

market for the greater part of their goods, but the country which lies
round about them, and separates them from the sca-coast, and the
great navigable rivers. The extent of their market, therefore, must
for a long time be in proportion to the riches and populousness of that
country, and consequently their improvement must always be posterior
to the improvement of that country. In our North American colonies
the plantations have constantly followed either the sea-coast or the

banks of the navigable rivers, and have scarce any where extended
themselves to any considerable distance from both.

The nations that, according to the best authenticated history, appear forexample
to have been first civilized, were those that dwelt round the coast of amongtheancient

the Mediterranean sea. That sea, by far the greatest inlet that is _ nationsonthe Mediter-

known in the world, having no tides, nor consequently any waves raneancoast.

except such as are caused by the wind only, 4 was, by the smoothness
of its surface, as well as by the multitude of its islands, and the prox-

imity of its neighbouring shores, extremely favourable to the infant
navigation of the world ; when, from their ignorance of the compass,
men were afraid to quit the view of the coast, and from the imperfec-
tion of the art of ship-building, to abandon themselves to the boisterous
waves of the ocean. To pass beyond the pillars of Hercules, that is,
to sail out of the Streights of Gibraltar, was, in the antient world,
long considered as a most wonderful and dangerous exploit of naviga-
tion. It was late before even the Phenicians and Carthaginians, the

l[Playfair, op. cir., p. 30, says that equalising the out and home voyages goods were
canned from London to Calcutta by sea at the same price (xzs. per cwt.) as from London to
Leeds by land.] _[Ed. x reads ' was '.]

_[Ed. x reads ' carry on together a very considerable commerce '.]
4 _This shows a curiotls belief in the wave-producing capacity of the tides.]
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most skilful navigators and ship-builders of those old times, attempted
it, and they were for a long time the only nations that did attempt it.

Improve- Of all the countries on the coast of the Mediterranean sea, Egyptmerits first
tookplacem seems to have been the first in which either agriculture or manufactures

Egypt, were cultivated and improved to any considerable degree. Upper
Egypt extends itself nowhere above a few miles from the Nile, and

in Lower Egypt that great river breaks itself into many different
canals, 1which, with the assistance of a little art, seem to have afforded

a communication by water-carriage, not only between all the great

towns, but between all the considerable villages, and even to many
farm-houses in the country ; nearly in the same manner as the Rhine

and the Maese do in Holland at present. The extent and easiness of
this inland navigation was probably one of the principal causes of the
early improvement of Egypt.

Bengaland The improvements in agriculture and manufactures seem likewise to

China; have been of very great antiquity in the provinces of Bengal in the
East Indies, and in some of the eastern provinces of China ; though
the great extent of this antiquity is not authenticated by any histories
of whose authority we, in this part of the world, are well assured. In

Bengal the Ganges and several other great rivers form a great number
of navigable canals 2 in the same manner as the Nile does in EgTpt. In
the Eastern provinces of China too, several great rivers form, by their
different branches, a multitude of canals, and by communicating with
one another afford an inland navigation much more extensive than

that either of the Nile or the Ganges, or perhaps than both of them
put together. It is remarkable that neither the antient Egyptians,
nor the Indians, nor the Chinese, encouraged foreign commerce, but
seem all to have derived their great opulence from this inland naviga-
tion.

while Africa, All the inland parts of Africa, and all that part of Asia which lies
Tartary and
Siberia.and any considerable way north of the Euxine and Caspian seas, the antient
also Bava-
ria, Austria Scythia, the modern Tartary and Siberia, seem in all ages of the world
andHun- to have been in the same barbarous and uncivilized state in which wea are

[acr_ward" find them at present. The sea of Tartary is the frozen ocean which
admits of no navigation, and though some of the greatest rivers in the
world run through that country, 3 they are at too great a distance from

one another to carry commerce and communication through the greater

1 lit is only in recent times that this word has become applicable especially to artificial
channels; see Murray, Oxford English Dictionary, s.v.]2 *

led. x reads break themselves into many canals '.]
3 [The real difficulty is that the mouths of the rivers are in the Arctic Sea, so that they are

separated. One of the objectsof theSiberianrailwayisto cormectthem.I_
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part of it. There are in Africa none of those great inlets, such as the
Baltic and Adriatic seas in Europe, the Mediterranean and Euxine seas

in both Europe and Asia, and the gulphs of Arabia, Persia, India,

Bengal, and Siam, in Asia, to carry maritime commerce into the
interior parts of that great continent : and the great rivers of Africa
are at too great a distance from one another to give occasion to any
considerable inland navigation- The commerce besides which any
lmtion can carry on by means of a river which does not break itself

into any great number of branches or canals, and which runs into
another territory before it reaches the sea, can never be very con-
siderable; because it is always in the power of the nations who

possess that other territory to obstruct the communication between
the upper country and the sea. The navigation of the Danube is of

very little use to the different states of Bavaria, Austria and Hungary,
in comparison of what it would be if any 1 of them possessed the whole
of its course till it falls into the Black Sea. 2

l[Ed. I reads 'anyone' here.]
[The passage correspondingto this chapter is comprised in oneparagraph in Lectures,

p. x72.]



CHAPTER IV

OF THE ORIGIN AND USE OF MONEY

Divisionof _)_ ]" HEN the division of labour has been once thoroughly established,labour being
established, V ¥ it is but a very small part of a man's wants which the produce
every man of his own labour can supply. He supplies the far greater part oflives by ex-

changing, them by exchanging that surplus part of the produce of his own
labour, which is over and above his own consumption, for such parts
of the produce of other men's labour as he has occasion for. Every
man thus lives by exchanging, or becomes in some measure a merchant,
and the society itself grows to be what is properly a commercial
society.

Difficulties But when the division of labour first began to take place, thisof barterlead

to thesele¢- power of exchanging must frequently have been very much cloggedtion of one

commodity and embarrassed in its operations. One man, we shall suppose, has
as money, more of a certain commodity than he himself has occasion for, while

another has less. The former consequently would be glad to dispose
of, and the latter to purchase, a part of this superfluity. But if this
latter should chance to have nothing that the former stands in need
of, no exchange can be made between them. The butcher has more
meat in his shop than he himself can consume, and the brewer and

the baker would each of them be willing to purchase a part of it.
But they have nothing to offer in exchange, except the different

productions of their respective trades, and the butcher is already
provided with all the bread and beer which he has immediate occasion

for. No exchange can, in this case, be made between them. He

cannot be their merchant, nor they his customers; and they are all
of them thus mutually less serviceable to one another. In order to
avoid the ineonvenieney of such situations, every prudent man in
every period of society, after the first establishment of the division of

labour, must naturally have endeavoured to manage his affairs in such
a manner, as to have at all times by him, besides the peculiar produce

of his own industry, a certain quantity of some one commodity or
(_)
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other, such as he imagined few people would be likely to refuse in
exchange for the produce of their industry, x

Many different commodities, it is probable, were successively both forex_mple.
thought of and employed for this purpose. In the rude ages of society, _ttle.shells.ua.cod.
cattle are said to have been the common instrument of commerce ; and, tobacco,stlgar _

though they must have been a most inconvenient on% yet in old times naiL.l_therand
we find things were frequently valued according to the number of
cattle which had been given in exchange for them. The armour of
Diomede, says Homer, cost only nine oxen ; but that of Glaucus cost
an hundred oxen. 2 Salt is said to be the common instrument of

commerce and exchanges in Abyssinia; 3 a species of shells in some
parts of the coast of India ; dried cod at Newfoundland ; tobacco in
Virginia ; 4 sugar in some of our West India colonies ; hides or dressed
leather in some other countries ; and there is at this day a village in
Scotland where it is not uncommon, I am told, for a workman to carry
nails instead of money to the baker's shop or the ale-house. 5

In all countries, however, men seem at last to have been determined Me_l*were
eventually

by irresistible reasons to give the preference, for this employment, to preferredbe-
metals above every other commodity. ° Metals can not only be kept _auaeabie_addur"

with as little loss as any other commodity, scarce any thing being divisible.

less perishable than they are, but they can likewise, without any loss,
be divided into any number of parts, as by fusion those parts can easily
be reunited again; a quality which no other equally durable com-
modities possess, and which more than any other quality renders
them fit to be the instruments of commerce and eirculation_ The

man who wanted to buy salt, for example, and had nothing but cattle
to give in exchange for it, must have been obliged to buy salt to the

l [The _r'flgraph has a close resemblance to Harris, Money and Coins, pt. i., §§ 19, ao.]
S[lliad, vx., 236 : quoted with the same object in Pliny, His/. Nat., lib. xxxiii., cap. i. ;

Pofendorf, De jure naturw et gentium, lib. v., cap. v., § I; Martm-Leake_ H_storical
Account of English Money, and ed., I745, p. 4 and elsewhere.]

s [Montesqmeu, Es_orit des lois, liv. xxii., chap i., note. ]
4 [V4. Douglass, .,4 Summary Historical and Political of the First Planting, Progressive

Improvements and Present State of the Britisk Settlements in Nortt_ A,nerica, I76o, vol. ii.,
p. 364- Certain law officers' fees m Washington were still computed m tobacco in 1888.--
J. J. Lalor, Cyclopwdia of Political Science, 1888, s.v. Money, p. 879.]

*s[Playfair, ed. of VealtA of Nations, 18o 5, vol. i., p. 36, says the explanation of this is
that factors furnish the nailers with materials, and during the time they are working give
them a credit for bread, cheese and chandlery goods, which they pay for in nails when the
iron is worked up. The fact that nails are metal is forgotten at the beginning of the next
par_oPh in the text above.]

r earlier theories as to these reasons see Grotius, De jure 3elli et iOaczs, lib. ii., cap.
xii., § 17 ; Pufendorf, De jure naturee et gentium, lib. v., cap. i., § I 3 ; Locke, Some Con-
sideratians, 2nd ed., z(x)6, p. 3i; Law, Money and Trade, i7o5, ch. i. ; Hutcheson,
System of Moral Philoso_ky, I755, vok it., pp..55, 56; Montesquieu, Es2brit des lois, liv.
xxii., ch. ii. ; Cantillon, Essai sur la Nature du Commerce en g/ntral, 1755, pp. I53 ' 355-357 ;
Harris, Money and CMns, pt. L, }J ao-27, and cp. Lectures, pp. i82-185. ]
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value of a whole ox, or a whole sheep, at a time. He could seldom
buy less than this, because what he was to give for it could seldom
be divided without loss ; and if he had a mind to buy more, he must,
for the same reasons, have been obliged to buy double or triple the
quantity, the value, to wit, of two or three oxen, or of two or three

sheep. If, on the contrary, instead of sheep or oxen, he had metals
to give in exchan*ge for it, he could easily proportion the quantity of
the metal to the precise quantity of the commodity which he had
immediate occasion for.

Iron,cop- Different metals have been made use of by different nations for
per, I_old
andsliver, this purpose. Iron was the common instrument of commerce among

the antient Spartans; copper among the antient Romans; and gold
and silver among all rich and commercial nations.

wereat first Those metals seem originally to have been made use of for thisused in un-

stamped purpose in rude bars, without any stamp or coinage. Thus we are
bars,

told by Pliny, 1 upon the authority of Timmus, an antient historian,
that, till the time of Servius Tullius, the Romans had no coined

money, but made use of unstamped bars of copper, to purchase what-
ever they had occasion for. These rude bars, therefore, performed
at this time the function of money.

andaster The use of metals in this rude state was attended with two verywards

stampedto considerableinconveniencies;firstwith the troubleof weighing;_

titySh°WandqUan-fine-and, secondly,with that3 of assayingthem. In the preciousmetals,

hess; where a small difference in the quantity makes a great difference in
the value, even the business of weighing, with proper exactness,
requires at least very accurate weights and scales. The weighing
of gold in particular is an operation of some nicety. In the coarser

metals, indeed, where a small error would be of little consequence,
less accuracy would, no doubt, be necessary. Yet we should find it
excessively troublesome, if every time a poor man had occasion either
to buy or sell a farthing's worth of goods, he was obliged to weigh
the farthing. The operation of assaying is still more difficult, still
more tedious, and, unless a part of the metal is fairly melted in the
crucible, with proper dissolvents, any conclusion that can be drawn
from it, is extremely uncertain. Before the institution of coined

money, however, unless they went through this tedious and difficult
operation, people must always have been liable to the grossest frauds

1 PlirL Hist. Nat. lib. 33. cap. 3. [' Servius rex primus signavit des. Anted rudi usos
Rornm Timmus tradit.' Ed. I reads ' authority of one Remeus, an antient author,' Remetts
being the reading in the edition of Pliny in Smith's library, ep. Bonar's Catalogue of tt_
Library of Adam Smith, x894, p. 87. Ed. x does not contain the note.]

2lEd. I reads 'weighing them' a 3lEd. x reads ' with the trouble '.],
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and impositions, and instead ofa pound weight of pure silver, or pure
copper, might receive in exchange for their goods, an adulterated
composition of the coarsest and cheapest materials, which had, how-
ever, in their outward appearance, been made to resemble those
metals. To prevent such abuses, to facilitate exchanges, and thereby

to encourage all sorts of industry and commerce, it has been found
necessary, in all countries that have made any considerable advances
towards improvement, to affix a public stamp upon certain quantities
of such particular metals, as were in those countries commonly made
use of to.purchase goods. Hence the origin of coined money, and of
those public offices called mlnts; 1 institutions exactly of the same

nature with those of the auinagers and stampmastcrs of woollen and
linen cloth. 2 All of them are equally meant to ascertain, by means
of a public stamp, the quantity and uniform goodness of those different
commodities when brought to market.

The first public stamps of this kind that were affixed to the current stamps toshow fine-

metals, seem in many cases to have been intended to ascertain, what ne_sbei.gintroduced
it was both most difficult and most important to ascertain, the goodness first.
or fineness of the metal, and to have resembled the sterling mark
which is at present affixed to plate and bars of silver, or the Spanish
mark which is sometimes affixed to ingots of gold, and which being
struck only upon one side of the piece, and not covering the whole
surface, ascertains the fineness, but not the weight of the metal.
Abraham weighs to Ephron the four hundred shekels of silver which

he had agreed to pay for the field of Machpelah. _ They are said
however to be the current money of the merchant, and yet are re-

ceived by weight and not by tale, in the same manner as ingots of
gold and bars of silver are at present. The revenues of the antient
Saxon kings of ]_ngland are said to have been paid, not in money but
in kind, that is, in victuals and provisions of all sorts. William the

Conqueror introduced the custom of paying them in money. 4 This

l[Aristotle, Politics, I257a, 38-4r ; quoted by Pufendorf, De jure natur_ et gentium,
lib. v., cap. i., § I2.]

[The auinager measured woollen cloth in England under 25 Ed. III., st. 4, c. I. See
John Smith, Chronicon Rusticum-Commerciale or Alemo_rs of _:ool, i747, vol. i., p. 37.
The stampmasters of linen cloth in the linen districts of Scotland were appointed under
xo Ann., c. 2x, to prevent ' divers abuses and deceits' which ' have of late years been used
in the manufacturies of linen cloth . . . with respect to the lengths, breadths and un-
equal sorting of yarn, which leads to the great debasing and undervaluing of the said
linen cloth both at home and m foreign parts.'--Statutes oftke Igealm, vol. ix., p. 682.]

S[Genesis xxiii. 16.]
4[, King William the First, for the better pay of his warriors, caused thcfirmes which till

his time had for the most part been answered in victuals, to be converted in _ecuniara
numeratam.'--Lowndes, Report containing an F_ssay for the A mendmenl of the Silver Coins,
I695, p- 4- Hume, whom Adam Smith often follows, makes no such ahsurd statement,
Histom, eel of I773, vol. L, pp. a25, 2u6.]
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money, however, was, for a long time, received at the exchequer, by
weight and not by taleA

and¢o_ge The inconveniency and difficulty of weighing those metals with
to show
weightlater, exactness gave occasion to the institution of coins, of which the stamp,

covering entirely-both sides of the piece and sometimes the edges too,
was supposed to ascertain not only the fineness, but the weight of
the metal. Such coins, therefore, were received by tale as at present,

without the trouble of weighing.
Thenames The denominations of those coins seem originally to have expressed
of coins
originally the weight or quantity of metal contained in them. In the time of
exprmmcd Servius Tullius, who first coined money at Rome, 2 the Roman As ortheir weight.

Pondo contained a Roman pound of good copper. It was divided in
the same manner as our Troyes pound, into twelve ounces, each of
which contained a real ounce of good copper. The English pound

sterling in the time of Edward I., contained a pound, Tower weight,
of silver of a known fineness. The Tower pound seems to have been

something more than the Roman pound, and something less than the
Troyes pound. This last was not introduced into the mint of England
till the 18th of Henry VIII. The French livre contained in the time
of Charlemagne a pound, Troyes weight, of silver of a known fineness.
The fair of Troyes in Champaign was at that time frequented by all
the nations of Europe, and the weights and measures of so famous

a market were generally known and esteemed. The Scots money
pound contained, from the time of Alexander the First to that of

Robert ]3ruce_ a pound of silver of the same weight and fineness with
the English pound sterling. ]Lnglish, French, and Scots pennies too_

contained all of them originally a real pennyweight of silver, the
twentieth part of an ounce, and the two-hundred-and-fortieth part of
a pound. The shilling too seems originally to have been the denom-
ination of a weight. When wheat is at tmelve shillings the quarter, says
an antient statute of Henry III. then wc_tel bread of a .farthing shall
weigh eleven shillings and four pence) The proportion, however, between
the shilling and either the penny on the one hand, or the pound on
the other, seems not to have been so constant and uniform as that

between the penny and the pound. During the first race of the kings
of France, the French sou or shilling appears upon different occasions

l[Lowndes, Essay, p. 4.] 2[Above, p. 26.]
3[The Assize of Bread and Ale, 5 t Hen. III., contains an elaborate scale beginning, ' When

a quarter of wheat is sold for xil el. then wastel bread of a farthing shall weigh vi 1. and xvi s.'
and goes on to the figures quoted in the text above. The statute is quoted at second-hand
from Martin Folkes' TaMe of English Silver Coins with the same object by Harris, Essay
utMn 2$1oney and Coins, pt. i., § 29, but Harris does not go far enough in the scale to bring
in the penny as a weight. As to this scale see below, pp. x79 , z83. ]
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to have contained five, twelve, twenty, and forty pennies3 Among
the antient Saxons a shilling appears at one time to have contained
only five pennies, 2 and it is not improbable that it may have been as

variable among them as among their neighbours, the antient Franks.
From the time of Charlemagne among the French, 3 and from that of
William the Conqueror among the English, 4 the proportion between
the pound, the shilling, and the penny, seems to have been uniformly

the same as at present, though the value of each has been very different.
For in every country of the world, I believe, the avarice and injustice
of princes and sovereign states, abusing the confidence of their subjects,
have by degrees diminished the real quantity of metal, which had been

originally contained in their coins. The Roman As, in the latter ages
of the Republic, was reduced to the twenty-fourth part of its original
value, and, instead of weighing a pound, came to weigh only half an
ounce. _ The English Pound and penny contain at present about a
third only; the Scots Pound and penny about a thirty-sixth; and the
French Pound and penny about a sixty-sixth part of their original
value. ° By means of those operations the princes and sovereign states

which performed them were enabled, in appearance, to pay their
debts and to fulfil their engagements with a smaller quantity of
silver than would otherwise have been requisite. It was indeed in

appearance only ; for their creditors were really defrauded of a part
of what was due to them. All other debtors in the state were

allowed the same privilege, and might pay with the same nominal
sum of the new and debased coin whatever they had borrowed in the
old. Such operations, therefore, have always proved favourable to the

debtor, and ruinous to the creditor, and have sometimes produced a
greater and more universal revolution in the fortunes of private persons,
than could have been occasioned by a very great public calamity. 7

It is in this manner that money has become in all civilized nations

lied. I reads 'twenty, forty and forty.eight pennies'. Gamier, Recherchessur la
nature et les causesde la richessedes natwns, par Adam Smith, x8o2, tom. v., p. 55, in
a note on thispassagesaysthatthe souwas alwaystwelvedeniers.]

[Hume,H_storyof England, ed. of t773, i., p. 226. Fleetwood,ChroniconPreciosum,
xToY,p. 3o. These authoritiessay there were48 shillings in the pound,so that 24opence
would still make£x.]

3[Hanq.s,Money and Coins, pt. i., §29.]
4[, It is thought that soonafter the Conquesta pound sterhng was dividedinto twenty

_hinings.'--Hume,History of England, e_ of x773,vol. i., p. 227.]
_[Pliny,Hist. Nat., lib. xxxiii.,cap. iii.; see below, voLn., pp. 4x6,4x7.]
e[Harris,Money and Coins,p. i., §3o, note,makesthe Frenchlivreabout oneseventieth

part of its origilm.1value.]
7[The subjectof debasedand depreciatedcoinageoccurs again below,pp. 36,37, I94 ;

vol. ii., pp. 5x-57,415-4xS. One of the reasonswhy gold and silverbecame the most usual
forms of money is dealt with below,pp. i72, 173. See Coin and Money in the index.]
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the universalinstrumentof commerce, by the interventionof which

goods ofallkindsarebought and sold,orexchanged forone another.I

Thenext What are the rules which men naturally observe in exchanging them
inquiry is
whatrules either for money or for one another, I shall now proceed to examine.
determine
exchange- These rules determine what may be called the relative or exchangeable
abl,_atue. valueof goods.

Valuemay The word VALUE,it is to be observed, has two different meanings,mean either
value in use and sometimes expresses the utility of some particular object, and
or value in
exchange, sometimes the power of purchasing other goods which the possession

of that object conveys. The one may be called "value in use ;" the

other, "value in exchange." The things which have the greatest value
in use have frequently little or no value in exchange; and on the
contrary., those which have the greatest value in exchange have
frequently little or no value in use. Nothing is more useful than

water : but it will purchase scarce any thing ; scarce any thing can be
had in exchange for it. A diamond, on the contrary, has scarce any
value in use ; but a very great quantity of other goods may frequently
be had inexchange forit.2

Three ques- In order to investigate the principles which regulate the exchange-tions,
able value of commodities, I shall endeavour to shew,

IOwherein First, what is the real measure of this exchangeable value; or,
consiststhe wherein consists the real price of all commodities.real price of

commodi- Secondly, what are the different parts of which this real price isties,

{2)what are composed or made up.the different

pP_ritSof this And, lastly, what are the different circumstances which sometimeseel

_} whythe raise some or all of these different parts of price above, and sometimesmarket price
Sometimes sink them below their natural or ordinary rate ; or, what are the causes
diverges
fromthts which sometimes hinder the market price, that is, the actual price of
price, commodities, from coinciding exactly with what may be called their

natural price.

willbean- I shall endeavour to explain, as fully and distinctly as I can, thoseswered in
me.ext three subjects in the three following chapters, for which I must very
three chap-
ters. earnestly entreat both the patience and attention of the reader: his

1 [In Lectures, pp. x82-x9o, where much of this chapter is to be found, money is considered
' first as the measure of value and then as the medium of permutation or exchange '. Money is
said to have had its origin in the fact that men naturally fell upon one commodity with which
to comtmre the value of all other commodities. W'hen this commodity was once selected it
became the medium of exchange. In this chapter money comes into use from the first as a
medium of exchange, and its use as a measure of value is not mentioned. The next chapter
explains that it is vulgarly used as a measure of value because it is used as an instrument of
commerce or medium of exchange.]

_[Lectures, p. i57. Law, Money and Trade, x7o5, ch. i. (followed by Harris, Money
and Coins, pt. i., § 3), contrasts the value of water with that of diamonds. The cheapness
of water is referred to by Plato, Euthydem. 3o4 B., quoted by Pufendorf, De jure naturw
atgentium, lib. v., cap. i., § 6 ; cp. Baxbeyrac's note on § 4.]
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patience in order to examine a detail which may perhaps in some places
appear unnecessarily tedious ; and his attention in order to understand
what may, perhaps, after the fullest explication which I am capable of
giving of it, appear still in some degree obscure. I am always willing
to run some hazard of being tedious in order to be sure that I am
perspicuous ; and after taking the utmost pains that I can to be per-
spieuous, some obscurity may still appear to remain upon a subject 1 in
its own nature extremely abstracted.

1 led. x reads ' subject which is '.]



CHAPTER V

OF THE REAL AND NOMINAL PRICE OF COMMODITIES, OR OF THEIR PRICE
IN LABOUR, AND THEIR PRICE IN MONEY

LtlmurI. "_ VERY man is rich or poor according to the degree in which he
the real L can afford to enjoy the necessaries, conveniencies, and amuse-tltteaBtlreof
.xch-n_e- ments of human lifeA But after the division of labour has once
tim yaJIJe,

thoroughly taken place, it is but a very small part of these with which
a man's own labour can supply him. The far greater part of them he
must derive from the labour of other people, and he must be rich or

poor according to the quantity of that labour which he can command,
or which he ean afford to purchase. The value of any commodity,
therefore, to the person who possesses it, and who means not to use or

consume it himself, but to exchange it for other eommodities, is equal
to the quantity of labour which it enables him to purchase or command.

Labour, therefore, is the real measure of the exchangeable value of all
commodities.

andthe first The real pgi_ of every thing, what every thing really costs to the
price paid for
authi_., man who wants to acquire it, is the toil and trouble of acquiring it.

What every thing is really worth to the man who has acquired it, and
who wants to dispose of it or exchange it for something else, is the

toil and trouble which it can save to himself, and which it can impose
upon other people. What is bought with money or with goods is pur-
chased by labour, 2 as much as what we acquire by the toil of our own

body. That money or those goods indeed save us this toil. They
contain the value of a certain quantity of labour which we exchange

for what is supposed at the time to contain the value of an equal
quantity. Labour was the first price, the original purchase-money
that was paid for all things. It was not by gold or by silver, but by

1[, La richesse en elle-m_me n'est autre chose que la nourriture, les eommodit6_ at ltm
agr_ments de la vie_'--Cantillon, F_ssai, pp. x, 2.]

_[' Everything in the world is purchased by labour.'--Hume, ' Of Commerce,' in Political
Discourses,x75u,p. x_.]

(3_)
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labour, that all the wealth of the world was originally purchased ; and
its value, to those who possess it, and who want to exchange it for

some new productions, is precisely equal to the quantity of labour
which it can enable them to purchase or command.

Wealth, as Mr. Hobhes says, is power. 1 But the person who either Wealthis
power of

acquires, or succeeds to a great fortune, does not necessarily acquire or purchasing
hbour.

succeed to any political power, either civil or military. His fortune

may, perhaps, afford him the means of acquiring both, but the mere
possession of that fortune does not necessarily convey to him either.
The Power which that possession immediately and directly conveys to
him, is the power of purchasing ; a certain command over all the
labour, or over all the produce of labour which is then in the market.
His fortune is greater or less, precisely in proportion to the extent of

this power ; or to the quantity either of other men's labour, or, what
is the same thing, of the produce of other men's labour, which it
enables him to purchase or command. The exchangeable value of
every thing must always be precisely equal to the extent of this power
which it conveys to its owner. 2

But though labour, be the real measure of the exchangeable value Butvalueisnot corn-

of all commodities, it is not that by which their value is commonly monlyesti-matedby
estimated. It is often difficult to ascertain the proportion between labour,be-

Lause labour
two different quantities of labour. The time spent in two different _sdit_cultto
sorts of work will not always alone determine this proportion. The measure.

different degrees of hardship endured, and of ingenuity exercised,
must likewise be taken into account. There may be more labour in
an hour's hard work than in two hours easy business ; or in an hour's
application to a trade which it cost ten years labour to learn, than in a

month's industry at an ordinary and obvious employment. But it is
not easy to find any accurate measure either of hardship or ingenuity.
In exchanging indeed the different productions of different sorts of
labour for one another, some allowance is commonly made for both.
It is adjusted, however, not by any accurate measure, but by the

higgling and bargaining of the market, according to that sort of rough
equality which, though not exact, is sufficient for carrying on the

of common life:

Every commodity besides, is more frequently exchanged for, and andcommo-ditiesare

• l[, Also riches joined with liberality is Power, because it procureth friends and servants:
without lib_ality not so, because in this ease they defend not but expose men to envy as a
prey.'--Lev/aHzan,I.,x.]

l[This peragraphappears firstin Additionsand Correctionsand ed. 3.]
s [The absence of any reference to the lengthy discussion of this subject in chap. x. is

curious.]
VOL. I.---_
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morefre- thereby compared with, other commodities than with labour. It is
q_n/|y ex-
changed for more natural therefore, to estimate its exchangeable value by the
othercorn- quantity of some other commodity than by that of the labour whichmodifies,

it can purchase. The greater part of people too understand better
what is meant by a quantity of a particular commodity, than by a
quantity of labour. The one is a plain palpable object ; the other an
abstract notion, which, though it can be made suffciently intelligible,
is not altogether so natural and obvious.

especially But when barter ceases, and money has become the common instru-
money,

whichis ment of commerce, every particular commodity is more frequently
therefore

morefre- exchanged for money than for any other commodity. The butcher
quently used
in estima- seldom carries his beef or his mutton to the baker, or the brewer, in

tingvalue, order to exchange them for bread or for beer ; but he carries them to

the market, where he exchanges them for money, and afterwards
exchanges that money for bread and for beer. The quantity of money
which he gets for them regulates too the quantity of bread and beer
which he can afterwards purchase. It is more natural and obvious to
him, therefore, to estimate their value by the quantity of money, the
commodity for which he immediately exchanges them, than by that of
bread and beer, the commodities for which he can exchange them

only by the intervention of another commodity; and rather to say
that his butcher's meat is worth threepence or fourpenee a pound,
than that it is worth three or four pounds of bread, or three or four

quarts of small beer. Hence it comes to pass, that the exchangeable :
value of every commodity is more frequently estimated by the quantity
of money, than by the quantity either of labour or of any other corn- :
modity which can be had in exchange for it.

_nt _otd Gold and silver, however, like every other commodity, vary in their
and stlver

varyin value, are sometimes cheaper and sometimes dearer, sometimes of
valtle, some-

timescost- easier and sometimes of more difficult purchase. The quantity of
ing more and

sometimes labour which any particular quantity of them can purchase or eom-
le_ hbour, mand, or the 'quantity of other goods which it will exchange for,where'.as

equallabour depends always upon the fertility or barrenness of the mines whichalways

me,msequ,_l happen to be known about the time when such exchanges are made.sacrifice to

thehbourer, The discovery of the abundant mines of America reduced, in the

sixteenth century, the value of gold and silver in Europe to about a
third of what it had been before. 1 As it cost less labour to bring
those metals from the mine to the market, so when they were brought
thither 2 they could purchase or command less labour ; and this revolu-
tion in their value, though perhaps the greatest, is by no means the

1[Below, p, x9x. ] SlEd. x reads 'there'.]
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only one of which history gives some account. But as a measure

of quantity, such as the natural foot, fathom, or handful, which is
continually varying in its own quantity, can never be an accurate

measure of the quantity of other things; so a commodity which is
itself continually varying in its own value, can never be an accurate

measure of the value of other commodities. Equal quantities of
labour, at all times and places, may be said to be 1 of equal value to
the labourer. In his ordinary state of health, strength and spirits;
in the ordinary degree of his skill and dexterity,2 he must always lay
down the same portion of his ease, his liberty, and his happiness. The

price which he pays must always be the same, whatever may be the
quantity of goods which he receives in return for it. Of these, in-

deed, it may sometimes purchase a greater and sometimes a smaller
quantity; but it is their value which varies, not that of the labour

which purchases them. At all times and places that is dear which

it is difficult to come at, or which it costs much labour to acquire;
and that cheap which is to be had easily, or with very little labour.
Labour alone, therefore, never varying in its own value, is alone the
ultimate and rea_l standard by which the value of all commodities can
at all times and places be estimated and compared. It is their real
price ; money is their nominal price only.

But though equal quantities of labour are always of equal value to althoughthe
employer re-

the labourer, yet to the person who employs him they appear some- gardslabour
as vazyinl

times to be of greater and sometimes of smaller value. He purchases in value.

them sometimes with a greater and sometimes with a smaller quantity
of goods, and to him the price of labour seems to vary like that of all
other things. It appears to him dear in the one case, and cheap in the
other. In reality, however, it is the goods which are cheap in the one
case, and dear in the other.

In this popular sense, therefore, labour, like commodities, may be Soregarded,labour has a
said to have a real and a nominal price. Its real price may be said to r_l anda

nominal
consist in the quantity of the necessaries and eonveniencies of life which price.

are given for it; its nominal price, in .the quantity of money. The
labourer is rich or poor, is well or ill rewarded, in proportion to the real,
not to the nominal price of his labour.

The distinction between the real and the nominal price of com- Thedistinc-t/onbe-
modities and labour, is not a matter of mere speculation, but may some- tweenreal

and nominal
times be of considerable use in practice. The same real price is always is some-

times useful
of the same value ; but on account of the variations in the value of gold in practice,

lied. x reads ' Equal quantities of labour must at all times and places be '.]
_[Tbe words from ' In his ordinary stateof health ' to ' dexterity' appear first in ed. 2.]
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and silver, the same nominal price is sometimes of very different values.
When a landed estate, therefore, is sold with a reservation of a perpetual
rent, if it is intended that this rent should always be of the same value,

it is of importance to the family in whose favour it is reserved, that it
should not consist in a particular sum of money. 1 Its value would in
this case be liable to variations of two different kinds ; first, to those

which arise from the different quantities of gold and silver which are
contained at different times in coin of the same denomination; and,

secondly, to those which arise from the different values of equal
quantities of gold and silver at different times.

aincethe Princes and sovereign states have frequently fancied that they had
amount of
metalin a temporary interest to diminish the quantity of pure metal contained
coins tends
to duninish, in their coins; but they seldom have fancied that they had any to

augment it. The quantity of metal contained in the coins, I believe of
all nations, has, accordingly, been almost continually diminishing, and
hardly ever augmenting. 2 Such variations therefore tend almost always
to diminish the value of a money rent.

andthe The discovery of the mines of America diminished the value of gold
value of gold
andsilverto and silver in Europe. This diminution, it is commonly supposed, though
fall. I apprehend without any certain proof, is still going on gradually, 3 and

is likely to continue to do so for a long time. Upon this supposition,

therefore, such variations are more likely to diminish, than to augment
the value of a money rent, even though it should be stipulated to be
paid, not in such a quantity of coined money of such a denomination
(in so many pounds sterling, for example), but in so many ounces either
of pure silver, or of silver of a certain standard.

English The rents which have been reserved in corn have preserved their
rents re-
servedin value much better than those whieh have been reserved in money, even
money have
fallento a where the denomination of the coin has not been altered. By the 18th
fourthsiuce of Elizabeth 4 it was enacted, That a third of the rent of all collegeI5_6,

t [, Be above all things careful how you make any composition or agreement for any
long space of years to receive a certain price of money for the corn that is due to you,
although for the present it may seem a tempting bargain,'--Fleetwood, Chronicon Pre-
ciosum, p. x74. ]

'[Above, pp. 28-u9. ] s [Below, pp. 2x_ux6.]
4[ C, 6, which applies to Oxford,Cambridge, Winchester and Eton, and providesthat

no collegeshall make any lease for hves or years of tithes, arable land or pasture without
securingthat at least one-thirdof ' tholde' (presumablythe whole not the old) rent shouldbe
paid in com. The Act was promotedby Str Thomas Smith to the astonishment,it is said, of
hisfellow-membersof Parliament,whocould notseewhat differenceit wouldmake. °But the
knight took the advantage of the present cheapness; knowing hereafter grain would grow
dearer, mankinddailymultiplying,and heeneebeing latelygiven for transportation. So that
at thisday much emolument redoundeth to the collegesin each university,by tile passingof
thin Act ; and though their rents stand still, their revenuesdo increase.'--Fuller, Hist. of
the Umversity of Cambrldge, 1655, p. x44. quoted in Strype, Life of the learned Sir Tkomas
Smith, x698, p. 19_.]
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leases should be reserved in corn, to be paid, either in kind, or according
to the current prices at the nearest public market. The money arising
from this corn rent, though originally but a third of the whole, is in the
present times, according to Doctor Blackstone, commonly near double

of wlmt arises from the other two-thirds) The old money rents of
colleges must, according to this account, have sunk almost to a fourth
part of their ancient value ; or are worth little more than a fourth part
of the corn which they were formerly worth. But since the reign of

Philip and Mary the denomination of the English coin has undergone
little or no alteration, and the same number of pounds, shillings and
pence have contained very nearly the same quantity of pure silver.

This degradation, therefore, in the value of the money rents of colleges,
has arisen altogether from the degradation in the value of silver.

When the degradation in the value of silver is combined with the andsimilar
Scotch and

diminution of the quantity of it contained in the coin of the same _rench
rents almost

denomination, the loss is frequently still greater. In Scotland, where to nothing.
the denomination of the coin has undergone much greater alterations
than it ever did in England, and in France, where it has undergone
still greater than it ever did in Scotland, 2 some ancient rents, originally
of considerable value, have in this manner been reduced almost to

nothing.

Equal quantities of labour will at distant times be purchased more Cornrents
more

nearly with equal quantities of corn, the subsistence of the labourer, sateble than

than with equal quantities of gold and silver, or perhaps of any other moneyrems.
commodity. F_qual quantities of corn, therefore, will, at distant times,

be more nearly of the same real value, or enable the possessor to pur-
etmse or command more nearly the same quantity of the labour of' other
people. They will do this, I say, more nearly than equal quantities of
almost any other commodity; for even equal quantities of corn will

not do it exactly. The subsistence of the labourer, or the real price of
labour, as I shall endeavour to show hereafter, 3 is very dit]hrent upon
different occasions; more liberal in a society advancing to opulence,
than in one that is standing still ; and in one that is standing still, than
in one that is going backwards. Every other commodity, however, will

at any particular time purchase a greater or smaller quantity of labour
in proportion to the quantity of subsistence which it can purchase at

that time. A rent therefbre reserved in corn is liable only to tile
variations in/the quantity of labour which a certain quantity of corn can
purchase. But a rent reserved in any other commodity ts liable, not

1 [Commentaries, x765, vol. ii., p. 32u.]
[Above,p. _x).] s [Below,pp. 71-75.]
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only to the variations in the quantity of labour which any particular
quantity of corn can purchase, but to the variations in the quantity of
corn which can be purchased by any particular quantity of that com-
modity,

bu*li.hl¢ to Though the real value of a corn rent, it is to be observed however,
much larger
inuualvari- varies much less from century to century than that of a money rent, it

ations, varies much more from year to year. The money price of labour, as I
shall endeavour to show hereafter, 1 does not fluctuate from year to
year with the money price of corn, but seems to be every where ac-
commodated, not to the temporary or occasional, but to the average or

ordinary price of that necessary of life. The average or ordinary price
of corn again is regulated, as I shall likewise endeavour to show here-
aftex, 2 by the value of silver, by the richness or barrenness of the mines
which supply the market with that metal, or by the quantity of labour

which must be employed, and consequently of corn which must be
consumed, in order to bring any particular quantity of silver 3 from the
mine to the market. But the value of silver, though it sometimes
varies greatly from century to century, seldom varies much from year
to year, but frequently continues the same, or very nearly the same,

for half a century or a century together. The ordinary or average
money price of corn, therefore, may, during so long a period, continue
the same or very nearly the same too, and along with it the money
price of labour, provided, at least, the society continues, in other re-

spects, in the same or nearly in the same condition. In the mean time
the temporary and occasional price of corn may frequently be double,
one year, of what it had been the year before, or fluctuate, for ex-
ample, from five and twenty to fifty shillings the quarter. 4 But when
corn is at the latter price, not only the nominal, but the real value of
a corn rent will be double of what it is when at the former, or wiLl

command double the quantity either of labour or of the greater part of
other commodities ; the money price of labour, and along with it that
of most other things, continuing the same during aLl these fluctuations.

so that Labour, therefore, it appears evidently, is the only universal, as well
labour ia the
o-_yuniver- as the only accurate measure of value, or the only standard by which
_l .tan_r± we can compare the values of different commodities at all times and at

all places. We cannot estimate, it is allowed, the real value of differ-
ent commodities from century to century by the quantities of silver

which were given for them. We cannot estimate it from year to year
by the quantities of corn. By the quantities of labour we can, with

x [Below, pp. 76, 87, 88.] 2 [Below, chap. xk, see esp. p. X9L ]
s [Ed. x reads ' it '.] 4 led, x places the ' for example' here.]
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the greatest accuracy, estimate it both from century to century and
from year to year. From century to century, corn is a better measure
than silver, because, from century to century, equal quantities of corn
will command the same quantity of labour more nearly than equal
quantities of silver. From year to year, on the contrary, silver is a
better measure than corn, because equal quantities of it will more

nearly command the same quantity of labour. 1
But though in establishing perpetual rents, or even in letting very Butinordin-

arytransac-
long leases, it may be of use to distinguish between real and nominal tions money
price; it is of none in buying and selling, the more common and i_su_cient.
ordinary transactions of human life.

At the same time and place the real and the nominal price of all beingper-
fectlyaccu-

commodities are exactly in proportion to one another. The more or rateat the
same time

less money you get for any commodity, in the London market, for ex- andplace,
ample, the more or less labour it will at that time and place enable
you to purchase or command. At the same time and place, therefore,
money is the exact measure of the real exchangeable value of all com-

modities. It is so, however, at the same time and place only.
Though at distant places, there is no regular proportion between and theonly

thing to be
the real and the money price of commodities, yet the merchant who considered

in transac-
carries goods from the one to the other has nothing to consider but tionsbe-

tweendis-
theirmoney price,or the differencebetween the quantityofsilverfor rantp_ces.

which he buys them, and that for which he islikelyto sellthem.

Half an ounce of silverat Canton in China may command a greater

quantityboth oflabourand ofthe necessariesand convenienciesoflife,

than an ounce at London. A commodity, therefore,which sellsfor

halfan ounce of silverat Canton may there be reallydearer,of more

realimportance to the man who possessesitthere,than a commodity

which sellsforan ounce at London istos the man who possessesitat

1 [, In England and this part of the world, wheat being the constant and most general food,
not altering with the faslaon, not growing by chance : but as the farmers sow more or less of
it, which they endeavour to proportion, as near as can be guessed to the consumption, ab-
stracting the overplus of the precedent year in thetr provision for the next ; and vice versa, It
mast needs fall out that it keeps the nearest proportion to its consumption (which is more
studied and designed in this than other commochties) of anything, if you take it for seven or
twenty years together : though perhaps the scarcity of one year, caused by the accidents of the
_ason, may very much vary it from the immediately precedent or following. V_rheat, there-
fore, in this part of the world (and that grain which LSthe constant general food of any other
country) is the fittest measure to judge of the altered value of things in any long tract of time :
and therefore wheat here, rice in Turkey, etc., is the fittest thing to reseawe a rent m, which is
_iomaed to be constantly the same for all future ages. But money is the best measure of the
altered value of things in a few years : because its vent is the same and its quanuty alters slowly.
But wheat, or any other grain, cannot serve instead of money : beeanse of its bulkiness and
too quick change of its quantity.' -- Locke_ Some Considerations of the Consequences of the
Lozoe_'ng of Interest and _atsing the Value of Money, ed. of x696, pp. 74, 75.]

s [F..d. x reads ' than one which sells for an ounce at London to '.]
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London. If a London merchant, however, can boy at Canton for half

an ounce of silver, a commodity which he can afterwards sell at Lon-
don for an ounce, he gains a hundred per cent. by the bargain, just as
much as if an ounce of silver was at London exactly of the same value
as at Canton. It is of no importance to him that half an ounce of
silver at Canton would have given him the command of more labour

and of a greater quantity of the necessaries and conveniencies of life
than an ounce can do at London. An ounce at London will always
give him the command of double the quantity of all these, which half
an ounce could have done there, and this is precisely what he wants.

so it is no As it is the nominal or money price of goods, therefore, which finally
wonder

thatmoney determines the prudence or imprudence of all purchases and sales, and
_ice has thereby regulates almost the whole business of common life in whichi1 more

attended to. price is concerned, we cannot wonder that it should have been so
much more attended to than the real price.

Inthiswork In such a work as this, however, it may sometimes be of use to com-
corn prices
willsome- pare the different real values of a particular commodity at different
timesbe times and places, or the different degrees of power over the labour ofused.

other people which it may, upon different occasions, have given to
those who possessed it. We must in this case cempare, not so much

the different quantities of silver for which it was commonly sold, as
the different quantities of labour which those different quantities of
silver could have purchased. But the current prices of labour at
distant times and places can scarce ever be known with any degree of

exactness. Those of corn, though they have in few places been regu-
larly recorded, are in general better known and have been more fre-
quently taken notice of by historians and other writers. We must
generally, therefore, content ourselves with them, not as being always
exactly in the same proportion as the current prices of labour, but aa
being the nearest approximation which can commonly be had to that

proportion. I shall hereafter have occasion to make several compari-
sons of this kind, 1

Severalmet- In the progress of industry, commercial nations have found it con-
sis have

been coined, venient to coin several different metals into money; gold for larger
butisusedonlyas onethe payments, silver for purchases of moderate value, and copper, or some

standard, other coarse metal, for those of still smaller consideration. They haveand that

usuallythe always, however, considered one of those metals as more peculiarly theone first

usedincorn- measure of value than any of the other two ; and this preference seems
merce, generally to have been given to the metal which they happened first

to make use of as the instrument of commerce. Having once begun

[Below,chap. xi._assim.]
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to use it as their standard, which they must have done when they had
no other money, they have generally continued to do so even when the
neeessity was not the same.

The Romans are said to have had nothing but copper money till a_th, Ro-manstied
within five years before the first Punic war, 1when they first began to copper.
coin silver. Copper, therefore, appears to have continued always the
measure of value in that republic. At Rome all accounts appear to
have been kept, and the value of all estates to have been computed,

either in Asses or in Sestertii. The As was always the denomination
of a copper coin. The word Sestertiu_ signifies two Asses and a half.
Though the Sestertiu_, therefore, was originally 2a silver coin, its value
was estimated in copper. At Rome, one who owed a great deal of
money, was said to have a great deal of other people's copper)

The northern nations who established themselves upon the ruins of andmodern
European

the Roman empire, seem to have had silver money from the first nationssil-

beginning of their settlements, and not to have known either gold or ver.
copper coins for several ages thereafter. There were silver coins in
England in the time of the Saxons ; but there was little gold coined
till the time of Edward III. nor any copper till that of James I. of
Great Britain. In England, therefore, and for the same reason, I

believe, in all other modern nations of Europe, all accounts are kept,
and the value of all goods and of all estates is generally computed in
silver: and when we mean to express the amount of a person's fortune,

we seldom mention the number of guineas, but the number of pounds
sterling 4 which we suppose would be given for it.

Originally, in all countries, I believe, a legal tender of payment The stand-ardmetal
could 5 be made only in the coin of that metal, 6 which was peculiarly originally
considered as the standard or measure of v_lue. In England, gold wastheonlylegal tender,

was not considered as a legal tender for a long time after it was coined
into money. The proportion between the values of gold and silver
money was not fixed by any public law or proclamation ; but was left

to be settled by the market. If a debtor offered payment in gold, the
creditor might either reject such payment altogether, or accept of it
at sueh a valuation of the gold as he and his debtor could agree upon.
Copper is not at present a legal tender, except in the change of the
smaller silver coins. In this state of things the distinction between
the metal whieh was the standard, and that which was not the standard,

was something more than a nominal distinction.

1Pliny, lib. xxxiii, c. 3- [This note is not in ed. x.] SlEds. x and 2 read 'always'.]
s[Habere aes alienum.] 4 [EcL z does not contain ' sterling '. ]
i[F-A, x places the' originally' here.] e[Ed. x places the' only' here.]
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laterthe In process of time, and as people became gradually more familiar_ortioo
een the with the use of the different metals in coin, and consequently better

values of the
twomeu_s acquainted with the proportion between their respective values, it has
is declared
bylaw.and in most countries, I believe, been found convenient to ascertain this

bothare proportion, and to declare by a public law 1 that a guinea, for example,legal tender,

thedistinc- of such a weight and fineness, should exchange for one-and-twentytion be-

tween them shillings, or be a legal tender for a debt of that amount. 2 In this stateceasing to

beof _por- of things, and during the continuance of any one regulated proportiont_nce_
of this kind, the distinction between the metal which is the standard,
and that which is not the standard, becomes little more than a nominal
distinction. 3

except when In consequence of any change, however, in this regulated proportion,
a change is
madein the this distinction becomes, or at least seems to become, something more
regulated
propoxtion, ths_l nominal again. If the regulated value of a guinea, for example,

was either reduced to twenty, or raised to two-and-twenty shillings,

all accounts being kept and almost all obligations for debt being ex-
pressed in silver money, the greater part of payments could in either
case be made with the same quantity of silver money as before ; but
would require very different quantities of gold money; a greater in
the one case, and a smaller in the other. Silver would appear to be
more invariable in its value than gold. Silver would appear to measure
the value of gold, and gold would not appear to measure the value of

silver. The value of gold would seem to depend upon the quantity of
silver which it would exchange for ; and the value of silver would not
seem to depend upon the quantity of gold which it would exchange for.
This difference, however, would be altogether owing to the custom of
keeping accounts, and of expressing the amount of all great and small
sums rather in silver than in gold money. One of Mr. Drummond's
notes for five-and-twenty or fifty guineas would, aPcer an alteration of

this kind, be still payable with five-and-twenty or fifty guineas in the
same manner as before. It would, after such an alteration, be payable
with the same quantity of gold as before, but with very different

l [The Act, x9 Hen. VII., c. 5, ordered that certain gold coins should pass for the sums for
which they were coined, and 5 and 6 Ed. VI. prescribed penalties for giving or taking more
than was warranted by proclamation. The value of the guinea was supposed to be fixed by
the proclamation of i717, for which see Economic Journal, March, x898. Lead tokens were
coined by individuals in the reign of Elizabeth. James 1. corned copper farthing tokens, but
abstained from proclaiming them as money of that value. In I672 copper halfpennies were
issued, and both halfpennies and farthings were ordered to pass as money of those values in all
payments under sixpence.--Harris, Money and Coins, pt. i., § 39 ; Liverpool, Treatise on
ttw Coins oftke Realm, x8o5, pp. x3o , t3x. ]

2 [Ed. x reads ' sum '.]
s [Le., if 2x pounds may be paid with 4=zo silver shillings or with 2o gold guineas it does not

matter whether a ' pound' properly signifies no silver shillings or _t_ of a gold g_a__ ]
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quantities of silver. In the payment of such a note, gold would ap-
pear to be more invariable in its value than silver. Gold would appear
to measure the value of silver, and silver would not appear to measure
the value of gold. If the custom of keeping accounts, and of express-

ing promissory notes and other obligations for money in this manner,
should ever become general, gold, and not silver, would be considered

as the metal which was peculiarly the standard or measure of value.
In reality, during the continuance of any one regulated proportion Du_lngthe

continuance
between the respective values of the different metals in coin, the value of a regu-

latedpro-
Of the most precious metal regulates the value of the whole coin. 1 portion,the
Twelve copper pence contain half a pound, avoirdupois, of copper, of valUemostof the
not the best quality, which, before it is coined, is seldom worth seven- preciousmetal regu-

pence in silver. But as by the regulation twelve such pence are lutesthevalue of the

ordered to exchange for a shilling, they are in the market considered wholecoin-age.as in
as worth a shilling, and a shilling can at any time be had for them. Great

Even before the late reformation of the gold coin of Great Britain, 2 Britain,
the gold, that part of it at least which circulated in London and its

neighbourhood, was in general less degraded below its standard weight
than the greater part of the silver. One-and-twenty worn and defaced
shillings, however, were considered as equivalent to a guinea, which
perhaps, indeed, was worn and defaced too, but seldom so much so.

The late regulations 3 have brought the gold coin as near perhaps to
its standard weight as it is possible to bring the current coin of any
nation ; and the order, to receive no gold at the public offices but by
weight, is likely to preserve it so, as long as that order is enforced.
The silver coin still continues in the same worn and degraded state as
before the reformation of the gold coin. In the market, however,

one-and-twenty shillings of this degraded silver coin are still considered
as worth a guinea of this excellent gold coin.

The reformation of the gold coin has evidently raised the value of wherethe
reformation

the silver coin which can be exchanged for it. of thegold
In the English mint a pound weight of gold is coined into forty-four coinhasraised the

guineas and a half, which, at one-and-twenty shillings the guinea, is valueofthesilver coin.

equal to forty-six pounds fourteen shillings and six-pence. An ounce

of such gold coin, therefore, is worth 3 l. 17 s. 10½ d. in silver. In

1 [This happens to have been usually, though not always, true, but it is so simply because it
has usually happened that the most precious metal m use as money has been made or become
the standard. Gold was already the standard m England, though the fact was not generally

; see Harris, Money and Coins, pt. ii., §§ 36, 37, and below, vol. ii., pp. 54-57.]

7,] ....
regulations, tssued m x774, provided that gmrteas should not pass when they had

lost a certain portion of thear weight, varying with thetr age.--Liverpool, Coins of the Realm,
p. 2x6,note.]
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England no duty or seignorage is paid upon the coinage, and he who
carries a pound weight or an ounce weight of standard gold bullion to
the mint, gets back a pound weight or an ounce weight of gold in coin,
without any deduction. Three pounds seventeen shillings and ten-

l_nee halfpenny an ounce, therefore, is said to be the mint price of
._old in England, or the quantity of gold coin which the mint gives in
return for standard gold bullion.

Before the reformation of the gold coin, the price of standard gold
bullion in the market had for many years been upwards of g/. 18 s.
sometimes 3 l. 19 a. and very frequently 4/. an ounce ; that sum, it is

probable, in the worn and degraded gold coin, seldom containing more
than an ounce of standard gold. Since the reformation of tile gold
coin, the market price of standard gold bullion seldom exceeds
3 L 178. 7 d. an ounce. Before the reformation of the gold coin, the
market price was always more or less above the mint price. Since

that reformation, the market price has been constantly below the mint
price. But that market price is the same whether it is paid in gold
or in silver coin. The late reformation of the gold coin, therefore, has
raised not only the value of the gold coin, but likewise that of the

silver coin in proportion to gold bullion, and probably too in proportion
to all other commodities ; though the price of the greater part of other
commodities being influenced by so many other causes, the rise in the

value either of gold or silver coin in proportion to them, may not be so
distinct and sensible.

In the English mint a pound weight of standard silver bullion is

coined into sixty-two shillings, containing, in the same manner, a pound
weight of standard silver. Five shillings and two-pence an ounce,
therefore, is said to be the mint price of silver in Fmgland, or the
quantity of silver coin which the mint gives in return for standard
silver bullion. Before the reformation of the gold coin, the market
price of standard silver bullion was, upon different occasions, five

shillings and four-pence, five shillings and five-pence, five shillings and
six-pence, five shillings and seven-pence, and very often five shillings
and eight-pence an ounce. Five shillings and seven-pence, however,
seems to have been the most common price. Since the reformation of
the gold coin, the market price of standard silver bullion has fallen

occasionally to five shillings and three-pence, five shillings and four-

pence, and five shillings and five-pence an ounce, which last price it
has scarce ever exceeded. Though the market price of silver bullion
has fallen considerably since the reformation of the gold coin, it has
not fallen so low as the mint price.
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In the proportion between the different metals in the English coin, Silveris
rated below

as copper is rated very much above its real value, so silver is rated its valuein

somewhat below it. In the market of Europe, in the French coin and England.
in the Dutch coin, an ounce of fine gold exchanges for about fourteen
ounces of fine silver. In the English coin, it exchanges for about
fifteen ounces, that is, for more silver than it is worth according to the
common estimation of Europe .1 But as the price of copper in bars is

not, even in England, raised by the high price of copper in English
coin, so the price of silver in bullion is not sunk by the low rate of
silver in F,nglish coin. Silver in bullion still preserves its proper
proportion to gold ; for the same reason that copper in bars preserves
its proper proportion to silver. 2

Upon the reformation of the silver coin in the reign of William Ill. Locke'sex-planationof
the price of silver bullion still continued to he somewhat above the thehigh

price of silo
mint price. Mr. Locke imputed this high price to the permission of ver bullion
exporting silver bullion, and to the prohibition of exporting silver is wrong.
coin. _ This permission ot exporting, he said, rendered the demand
for silver bullion greater than the demand for silver coin. But the

number of people who want silver coin for the common uses of buy-
ing and selling at home, is surely much greater than that of those

who want silver bullion either for the use of exportation or for any
other use. There subsists at present a like permission of exporting
gold bullion, and a like prohibition of exporting gold coin ; and yet
the price of gold bullion has fallen below the mint price. But in the
Rnglish coin silver was then, in the same manner as now, under-rated

in proportion to gold ; and the gold coin (which at that time too was
not supposed to require any reformation) regulated then, as well as
now, the real value of the whole coin. As the reformation of the

silver coin did not then reduce the price of silver bullion to the mint
price, it is not very probable that a like reformation will do so now.

Were the silver coin brought back as near to its standard weight as If the_ilver
coin were

the gold, a guinea, it is probable, would, according to the present pro- reformed,it
would be

portion, exchange for more silver in coin than it would purchase in rnehed.

l [Magens, Universal dtlerchanl, erL Horsley, i753, pp. 53-55, gives the proportions thus :
French coin, x to X4l_grs_, Dutch I to 14i_% English, x to i_ 1420_ ]| . . . ' -. . -'. . --68200"-.

[Full weight sdver corns would not remmn m e_rculaucm, as the bulhon m them was worth
more reckoned in guineas and in the ordinary old and worn silver coins than the nominal amount
stamped on them.]

z [Locke, furtlter Conszderations Concerninff Raising tke Value of_14oney, and ed., x695 ,
pp. 58-6o. The exportation of foreign coin (misprinted ' kind' in Plckering) or bullion of gold
or silver was permitted by x 5 Car. II., c. 7, on the ground that it was ' found by expetaenee

suc_' money _ b ttllion.were 'carried in. greatest abundance (as to a common market) to
• .ptaees as gwe tree ntmr_y tor exporting the same' and in order 'the better to keep in

ana lmazasethe currentcoins' of the kingdom.]
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bullion. The silver coin containing its full standard weight, there would
in this case be a profit in melting it down, in order, first, to sell the

bullion for gold coin, and afterwards to exchange this gold coin for
silver coin to be melted down in the same manner. Some alteration

in the present proportion seems to be the only method of preventing
this inconveniency.

Silverought The inconveniency perhaps would be less if silver was rated in theto be rated
higherand coin as much above its proper proportion to gold as it is at present
should not
be legalten- rated below it; provided it was at the same time enacted that silver
der for more
tha, a should not be a legal tender for more than the change of a guinea ; in
guinea, the same manner as copper is not a legal tender for more than the

change of a shilling. No creditor could in this case be cheated in
consequence of the high valuation of silver in coin ; as no creditor can

at present be cheated in consequence of the high valuation of copper.
The hankers only would suffer by this regulation. When a run comes
upon them they sometimes endeavour to gain time by paying in six-
pences, and they would be precluded by this regulation from this
discreditable method of evading immediate payment. They would be

obliged in consequence to keep at all times in their coffers a greater
quantity of cash than at present ; and though this might no doubt be
a considerable inconveniency to them, it would at the same time be a
considerable security to their creditors. I

Ifit were Three pounds seventeen shillings and ten-pence halfpenny (the mintproperly
rated, silver price of gold) certainly does not contain, even in our present excellentbullion
wouldfall gold coin, more than an ounce of standard gold, and it may be thought,
below the
mintprice therefore, should not purchase more standard bullion. But gold in coin
without any
re-coinage, ig more convenient than gold in bullion, and though, in England, the

coinage is free, yet the gold which is carried in bullion to the mint, can

seldom be returned in coin to the owner till after a delay of several
weeks. In the present hurry of the mint, it could not be returned till
after a delay of several months. This delay is equivalent to a small

duty, and renders gold in coin somewhat more valuable than an equal
quantity of gold in bullionJ If in the English coin silver was rated

according to its proper proportion to gold, the price of silver bullion
would probably fall below the mint price even without any reformation
of the silver coin ; the value even of the present worn and defaced silver
coin being regulated by the value of the excellent gold coin for which
it can be changed.

1 [Harris, writing nearly twenty years earlier, had said, 'it would t:e a ridiculous and vain
attempt to make a standard integer of gold, whose parts should be silver ; or to make a
motley standard, part gold and part silver.'--Money and Coins, pt. I., § 3 6.

[l.e., an ounce of standard gold would not actually fetch _3 x7s. x_. if sold for cash down.
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A small seignorage or duty upon the coinage of both gold and silver A se_-aoz-
age would

would probably increase still more the superiority of those metals in prevent

coin above an equal quantity of either of them in bullion. The coin_e meltingauddmcoura_e

would in this case increase the value of the metal coined in proportion =xpomtlo..
to the extent of this small duty ; for the same reason that the fashion

increases the value of plate in proportion to the price of that fashion.
The superiority of coin above bullion would prevent the melting down
of the coin, and would discourage its exportation. If upon any public
exigency it should become necessary to export the coin, the greater
part of it would soon return again of its own accord. Abroad it could

sell only for its weight in bullion. At home it would buy more than
that weight. There would be a profit, therefore, in bringing it home
again. In France a seignorage of about eight per cent. is imposed upon
the coinage, 1 and the French coin, when exported, is said to return
home again of its own accord.2

The occasional fluctuations in the market price of gold and silver Fluctua-tionsin the
bullion arise from the same causes as the like fluctuations in that of all marketprice

of gold and
other commodities. The frequent loss of those metals from various silverare
accidents by sea and by land, the continual waste of them in gilding duetoordin-ary commer-

and plating, in lace and embroidery, in the wear and tear of coin, and cialcauses.but steady

in that of plate; a require, in all countries which possess no mines of divergencefrom mint

their own, a continual importation, in order to repair this loss and this priceisdueto the state

waste. The merchant importers, like all other merchants, we may of thecoin.
believe, endeavour, as well as they can, to suit their occasional importa-
tions to what, they judge, is likely to be the immediate demand. With
all their attention, however, they sometimes over-do the business, and

sometimes under-do it. When they import more bullion than is wanted,
rather than incur the risk and trouble of exporting it again, they are
sometimes willing to sell a part of it for something less than the ordin-
ary or average price. When, on the other hand, they import less than
is wanted, they get something more than this price. But when, under

all those occasional fluctuations, the market price either of gold or
silver bullion continues for several years together steadily and con-

stantly, either more or less above, or more or less below the mint price :
we may be assured that this steady and constant, either superiority or
inferiority of price, is the effect of something in the state of the coin,
which, at that time, renders a certain quantity of coin either of more

1 _ erroneous statement is repeated below, p. 442, and also voL ii., p. 53, where the
calculations on which it is based are given. See the note on that passage.]

[The question of seignorage is further discussed at some length m the chapter on Corn-
mercial Treaties, voL ii., pp. 5x-57.]

sled. x reads ' in the tear and wear of coin, and in the tear and wear of plate '.]
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value or of lessvalue than the precisequantityof bullionwhich it

ought to contain. The constancyand steadinessofthe effect,suppooe_

a proportionableconstancyand steadinessinthe cause.

Thep_iceof The money of any particular country is, at any particular time and
goods is ad-
justed to the place, more or less an accurate measure of value according as the
actual con-
tentsof the current coin is more or less exactly agreeable to its standard, or con-
coinage, rains more or less exactly the precise quantity of pure gold or pure

silver which it ought to contain. If in F.no_land, for example, forty-
four guineas and a half contained exactly a pound weight of standard
gold, or eleven ounces of fine gold and one ounce of ahoy, the gold
coin of England would be as accurate a measure of the actual value of

goods at any particular time and place as the nature of the thing would
admit. But if, by rubbing and wearing, forty-four guineas and a half
generally contain less than a pound weight of standard gold; the
diminution, however, being greater in some pieces than in others ; the
measure of value comes to be liable to the same sort of uncertainty to
which all other weights and measures are commonly exposed. As it
rarely happens that these are exactly agreeable to their standard, the

merchant adjusts the price of his goods, as well as he can, not to what
those weights and measures ought to be, but to what, upon an average,
he finds by experience they actually arc. In consequence of a like
disorder in the coin, the price of goods comes, in the same manner, to
be adjusted, not to the quantity of pure gold or silver which the coin

ought to contain, but to that which, upon an average, it is found by
experience it actually does contain.

By the money-price of goods, it is to be observed, I understand
always the quantity of pure gold or silver for which they are sold, with-
out any regard to the denomination of the coin. Six shillings and
eight-pence, for example, in the time of FAward I., I consider as the
same money-price with a pound sterling in the present times ; because
it contained, as nearly as we can judge, the same quantity of pure
silver.



CHAPTER VI

OF THE COMPONENT PARTS OF THE PRICE OF COMMODITIES

N that early and rude state of society which precedes both the Quantityof
la_ is

accumulation of stock and the appropriation of land, the propor- ong_n_Uy
the only rule

tion between the quantities of labour necessary for acquiring different ofvaJue.
objects seems to be the only circumstance which can afford any rule for

exchanging them for one another. If among a nation of hunters, for
example, it usually costs twice the labour to kill a beaver which it does
to kill a deer, one beaver should naturally exchange for or be worth
two deer. It is natural that what is usually the produce of two days
or two hours labour, should be worth double of what is usually the

produce of one day's or one hour's labour.
If the one species of labour should be more severe than the other, allowance

being made
some allowance will naturally be made for this superior hardship ; and forsuperior

hardship,
the produce of one hour's labour in the one way may frequently ex-
change for that of two hours labour in the other.

Or if the one species of labour requires an uncommon degree of andforun-common
dexterityand ingenuity,the esteem which men have for such talents, dexterity

and ingenu-
willnaturallygive a value to theirproduce,superiorto what would ity.

be due to the time employed about it. Such talentscan seldom be

acquiredbut inconsequenceoflongapplication,and the superiorvalue

of theirproducemay frequentlybe no more than a reasonablecom-

pensationfor the time and labourwhich must be spent in acquiring

them. In the advanced stateof society,allowancesof thiskind,for

superiorhardshipand superiorskill,are commonly made in the wages

oflabour; and somethingof the same kind must probablyhave taken
place in its earliest and rudest period.

In this state of things, the whole produce of labour belongs to the The wholeproduce
labourer ; and I the quantity of labour commonly employed in acquiring

a [Ed. x does not contain ' the whole produce of labour belongs to the labourer ; and '.
The words, however, occur in all cds. at p. 66 below.]

VOL. I.----_ (49)
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thenbe- or producing any commodity, is the only circumstance which can
longs to the
hbourer. 'egulate the quantity of labour which it ought commonly to purchase,

•ommand, or exchange for.

butwhen As soon as stock has accumulated in the hands of particular persons,
stock is used,
something some of them will naturally employ it in setting to work industrious
must be
givenforthe people, whom they will supply with materials and subsistence, in order
profitsofthe to make a profit by the sale of their work, or by what their labour addsundertaker,

and the to the value of the materials. In exchanging the complete manufacturevalue of

workre- either for money, for labour, or for other goods, over and above whatsolves itself
intowages may be sufficient to pay the price of the materials, and the wages of the
andprohts, workmen, something must be given for the profits of the undertaker of

the work who hazards his stock in this adventure. The value which

the workmen add to the materials, therefore, resolves itself in this ease

into two parts, of which the one pays their wages, the other the profits
of their employer upon the whole stock of materials and wages which
he advanced. He could have no interest to employ them, unless he
expected from the sale of their work something more than what was
sufficient to replace his stock to him ; and he could have no interest to
employ a great stock rather than a small one, unless his profits were to
bear some proportion to the extent of his stock.

Profitsare The profits of stock, it may perhaps be thought, are only a differ-
not merely
wagesof in- ent name for the wages of a particular sort of labour, the labour of
spectionand inspection and direction. They are, however, altogether different, aredirection.

regulated by quite different principles, and bear no proportion to the
quantity, the hardship, or the ingenuity of this supposed labour of
inspection and direction. They are regulated altogether by the value
of the stock employed, and are greater or smaller in proportion to the
-xtent of this stock. Let us suppose, for example, that in some par-
ticular place, where the common annual profits of manufacturing stock
are ten per cent. there are two different manufactures, in each of which
twenty workmen are employed at the rate of fifteen pounds a year
each, or at the expence of three hundred a year in each manufactory.
Let us suppose too, that the coarse materials annually wrought up in
the one cost only seven hundred pounds, while the finer materials in
the other cost seven thousand. The capital annually employed 1 in the
one will in this ease amount only to one thousand pounds ; whereas

that employed in the other will amount to seven thousand three
hundred pounds. At the rate of ten per cent. therefore, the under-
taker of the one will expect an yearly profit of about one hundred

a [, The capital annually employed' is the working expenses for twelve months, not the
apital in the usual modern sense.]
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pounds only ; while that of the other will expect about seven hundred
and thirty pounds. But though their profits are so very different, their
labour of inspection and direction may be either altogether or very
nearly the same. In many great works, almost the whole labour of
this kind is 1 committed to some principal clerk. His wages properly
express the value of this labour of inspection and direction. Though
in settling them some regard is had commonly, not only to his labour
and skill, but to the trust which is reposed in him, yet they never bear

any regular proportion to the capital of which he oversees the manage-
ment ; and the owner of this capital, though he is thus discharged of
almost all labour, still expects that his profits should bear a regular

proportion to his capital. _ In the price of commodities, thereibre, the
profits of stock constitute a component part 3 altogether different from
the wages of labour, and regulated by quite different principles.

In this state of things, the whole produce of labour does not always Th_la-bourer
belong to the labourer. He must in most cases share it with the shareswith
owner of the stock which employs him. Neither is the quantity of the em-ployer,and

labour commonly employed in acquiring or producing any commodity, labouraloneno longer

the only circumstance 4 which can regulate the quantity which it regulatesvalue.

ought commonly to purchase, command, or exchange for. An ad-
ditional quantity, it is evident, must be due for the profits of the stock

which advanced the wages and furnished the materials of that labour.
As soon as the land of any country has all become private property, Whenland

the landlords, hke all other men, love to reap where they never sowed, 5 comehaSallprt.be-
rate pro-

and demand a rent even for its natural produce. The wood of the p_rty,rest
forest, the grass of the field, and all the natural fruits of the earth, constitutesa third corn-

which, when land was in common, cost the labourer only the trouble pone_tpartof the price

of gathering them, come, even to him, ° to have an additional price of mostcommndi-

fixed upon them. He must then pay for the licence to gather them ; ties.
and must give up to the landlord a portion of what his labour either
collects or produces. This portion, or, what comes to the same thing,
the price of this portion, constitutes the rent of land, and in the price

of the greater part of commodities makes a third component party

1 lEd. x inserts 'frequently'.] s[Eds, x and 2 read 'proportion to it '.]
3Ed
4lEdI[ x reads ' profits of stock are a source of value '.]x reads from the beginning of the _ph : ' In this state of things, therefore, the

quantity of labour commonly employed in acquiring or producing any commodity is by no
means the only eireumstanee '. ]

5 [Buchanan, ed. Wealth of Nations, t8x4, vol. i., p. 80, says : ' They do so. But the
question is why this apparently unreasonable demand is so generally complied with. Other men
love also to reap where they never sowed, but the Landlords alone, it would appear, succeed
in so desirable an object.']

s [Ed. x does not contain' the labourer' and ' even to him '. ]
7 led. x in place of these two sentences reads : ' Men must then pay for the licence to gather

them; and in exchanging them either for money, for labour, or for other goods, over and
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Thereal The real value of all the different component parts of price, it mustvalue of all
three parts be observed, is measured 1 by the quantity of labour which they can,
ts measured each of them, purchase or command. Labour measures the value notby labour. •

ordy of that part of price which resolves itself into labour, but of that
which resolves itself into rent, and of that which resolves itself into

profit.

In an an- In every society the price of every commodity finally resolves itself
proved
societyall into some one or other, or all of those three parts ; and in every im-
three parta
are gener- proved society, all the three enter more or less, as component parts,
any preRent, into the price of the far greater part of commodities.

for example, In the price of corn, for example, one part pays the rent of the
in corn, landlord, another pays the wages or maintenance of the labourers and

labouring cattle _ employed in producing it, and the third pays the
profit of the farmer. These three parts seem either immediately or
ultimately to make up the whole price of corn. A fourth part, it may
perhaps be thought, is necessary for replacing the stock of the farmer,
or for compensating the wear and tear 3 of his labouring cattle, and
other instruments of husbandry. But it must be considered that the

price of any instrument of husbandry, such as a labouring horse, is
itself made up of the same three parts; the rent of the land upon
which he is reared, the labour of tending and rearing him, and the
profits of the farmer who advances both the rent of this land, and the

wages of this labour. Though the price of the corn, therefore, may
pay the price as well as the maintenance of the horse, the whole price
still resolves itself either immediately or ultimately into the same three
parts of rent, labour, 4 and profit.

above what is due, both for the labour of gathering them, and for the profits of the stock which
employs that labour, some allowance must be made for the price of the licence, which con-
stitutes the first rent of land. In the price therefore of the greater part of commodities the
rent of land comes hi this manner to constitute a third source of value. In this state of things,
neither the quantity of labour commonly employed in acquiring or producing any commodity,
nor the profits of the stock which advanced the wages and fumi_ed the materm.ls of that
labour, are the only circumstances which can regulate the quantity of labour which it ought
commonly to purchase, command or exchange for. A third circumstance must likewise be
taken into consideration ; the rent of the land ; and the commodity must commonly purchase,
command or exchange for, an addiuonal quantity of labour, in order to enable the person who
brings it to market to pay this rent.']

1 led. x reads 'The real value of all the different component parts of price is in this
mannermeasured'.]

[Smith overlooks the fact that his inclusion of the mamtenance of labouring cattle here as
a sort of wages requires him to include it in the national income or ' wealth of the nation,' and
therefore to reckon the cattle themselves as part of the naUon.]

_[Ed. x reads' tear and wear '.]
4 [The use of ' labour' instead of the more natural ' wages' here is more probably the result

of its use five lines higher up than of any feeling of difficulty about the maintenance of cattle.
On p..58 below ' rent, labour and profit ' and ' rent, wages and profit ' are both used ; see
below, p. 3t5, and note.]
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In the price of flour or meal, we must add to the price of the corn, in flourormeal,

the profits of the miller, and the wages of his servants ; in the price of
bread, the profits of the baker, and the wages of his servants ; and in

the price of both, the labour of transporting the corn from the house of
the farmer to that of the miller, and from that of the miller to that of

the baker, together with the profits of those who advance the wages of
that labour.

The price of flax resolves itself into the same three parts as that of andinfl*x.
corrL In the price of linen we must add to this price the wages of the
flax-dresser, of the spinner, of the weaver, of the bleacher, &c. together

with the profits of their respective employers.
As any particular commodity comes to be more manufactured, that Rentisasmaller pro-

part of the price which resolves itself into wages and profit, comes to portionin
highly

be greater in proportion to that which resolves itself into rent. In the ma.ufac-
tured com-

progress of the manufacture, not only the number of profits increase, modities.
but every subsequent profit is greater than the foregoing ; because the

capital from which it is derived must always be greater. The capital
which employs the weavers, for example, must be greater than that
which employs the spinners ; because it not only replaces that capital

with its profits, hut pays, besides, the wages of the weavers ; and the
profits must always bear some proportion to the capital. 1

In the most improved societies, however, there are always a few A fewcom-rnodities

commoditiesof which the priceresolvesitselfintotwo partsonly,the haveonly
tWO or even

wages oflabour,and the profitsof stock;and a stillsmallernumber, oneofthe
three corn-

in which it consists altogether in the wages of labour. In the price of ponent
sea-fish, for example, one part pays the labour of the fishermen, and parts.

the other the profits of the capital employed in the fishery. Rent very
seldom makes any part of it, though it does sometimes, as I shall shew
hereafter. 2 It is otherwise, at least through the greater part of Europe,

in river fisheries. A salmon fishery pays a rent, and rent, though it
cannot well be called the rent of land, makes a part of the price of a

salmon as well as wages and profit. In some parts of Scotland a few

poor people make a trade of gathering, along the sea-shore, those
little variegated stones commonly known by the name of Scotch
Pebbles. The price which is paid to them by the stone-cutter is

altogether the wages of their labour ; neither rent nor profit make any
part of it.

l [The fact that the later manuf_tcturerhas to replacewhatis herecalled the capital, i.e.. the
periodicalexpenditureof the earlier manufacturer,does not necessarilyrequirehim to havea
greater capital to deal with the same produce. It need not be greater if he reqmres less
machineryand buildingsand a smallerstockof materials.]

_[Below,p. 146.]



54 COMPONENT PARTS OF PRICE [BK. I

But .ll must But the whole price of any commodity must still finally resolve itself
have at
leastone, into some one or other, or all of those three parts ; as whatever part

of it remains after paying the rent of the land, and the price of the
whole labour employed in raising, manufacturing, and bringing it to

market, must necessarily be profit to somebody. 1
andthe As the price or exchangeable value of every particular commodity,
price of the
wholean- taken separately, resolves itself into some one or other, or all of those
nualproduce three parts ; so that of all the commodities which compose the wholeresolves it-

self into annual produce of the labour of every country, taken complexly, must_ra e$,

printsand resolve itself into the same three parts, and be parcelled out amongrent,
different inhabitants of the country, either as the wages of their labour,
the profits of their stock, or the rent of their land. _ The whole of

what is annually either collected or produced by the labour of every
society, or what comes to the same thing, the whole price of it, is in
this manner originally distributed among some of its different members.
Wages, profit, and rent, are the three original sources of all revenue as
well as of all exchangeable value. All other revenue z is ultimately
derived from some one or other of these.

whichare Whoever derives his revenue from a fund which is his own, must draw
the only
original it either from his labour, from his stock, or from his land. The revenue
revenue,kinds of derived from labour is called wages. That derived from stock, by the

person who manages or employs it, is called profit. That derived from
it by the person who does not employ it himself, but lends it to another,
is called the interest or the use of money. It is the compensation

which the borrower pays to the lender, for the profit which he has an
opportunity of making by the use of the money. Part of that profit
naturally belongs to the borrower, who runs the risk and takes the
trouble of employing it; and part to the lender, who affords him the
opportunity of making this profit. The interest of money is always a
derivative revenue, which, if it is not paid from the profit which is made
by the use of the money, must be paid from some other source of
revenue, unless perhaps the borrower is a spendthrift, who contracts a
second debt in order to pay the interest of the first. The revenue

which proceeds altogether from land, is called rent, and belongs to the
landlord. The revenue of the farmer is derived partly from his labour,

and partly from his stock. To him, land is only the instrument which
enables him to earn the wages of this labour, and to make the profits

1 [Only true if ' commodity' be understood to include solely goods which constitute income.]
[The' whole annual produce' must be taken to mean the income and not the whole mass of

goods produced, including those which perish or axe used up in the creation of others.] _,
s [Some parts of this ' other revenue,'viz., interestand taxes, are mentionedin the next

paragraph. It is perhapsalsointendedto includetherent of houses; seebelow,pp. 263,264.]
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of this stock. All taxes, and all the revenue which is founded upon

them, all salaries, pensions, and annuities of every kind, are ultimately
derived from some one or other of those three original sources of
revenue, and are paid either immediately or mediately from the wages
of labour, the profits of stock, or the rent of land.

When those three different sorts of revenue belong to different Theyaresometimes
persons, they are readily distinguished ; but when they belong to the confounded,
same they are sometimes confounded with one another, at least in
common language.

A gentleman who farms a part of his own estate, after paying the forexample.a gentleman

expence of cultivation, should gain both the rent of the landlord and farmer'srent is called

the profit of the farmer. He is apt to denominate, however, his whole pro_t,
gain, profit, and thus confounds rent with profit, at least in common
language. The greater part of our North American and West Indian
planters are in this situatiom They farm, the greater part of them,
their own estates, and accordingly we seldom hear of the rent of a
plantation, but frequently of its profit.

Common farmers seldom employ any overseer to direct the general acommon
farmer's

operations of the farm. They generally too work a good deal with ca_dSp_,_fit.
their own hands, as ploughmen, harrowers, &e. What remains of the
crop after paying the rent, therefore, should not only replace to them
their stock employed in cultivation, together with its ordinary profits,
but pay them the wages which are due to them, both as labourers and
overseers. Whatever remains, however, after paying the rent and
keeping up the stock, is called profit. But wages evidently make a
part of it. The farmer, by saving these wages, must necessarily gain
them. Wages, therefore, are in this case confounded with profit.

An independent manufacturer, who has stock enough both to purchase andsoare
an indepen-

materials, and to maintain himself till he can carry his work to market, dentmenu-
facturer's

should gain both the wages of a journeyman who works under a master, wages,
and the profit which that master makes by the sale of the journeyman's
work. 1 His whole gains, however, are commonly called profit, and
wages are, in this ease too, confounded with profit3

A gardener who cultivates his own garden with his own hands, whilethe
unites in his own person the three different characters, of landlord, rentandprofit of a

farmer, and labourer. His produce, therefore, should pay him the rent gardenercul-tivating his

of the first, the profit of the second, and the wages of the third. The ownlandareconsidered

whole, however, is commonly considered as the earnings of his labour, earningsoflabour,

Both rent and profit are, in this case, confounded with wages.

1 led. x reads' sale of his work '.] _ [Below, pp. Iz3, xx4.]
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A great part As in a civilized country there are but few commodities of which
of the an-
nual produce the exchangeable value arises from labour only, rent and profit contri-

oes to the buting largely to that of the far greater part of them, so the annualle ; the

proportion produce of its labour will always be sufficient to purchase or commandregulates

the increase a much greater quantity of labour than what was employed in raising,or diminu-

tion ofthe preparing, and bringing that produce to market. If the society were 1
produ_, annually to employ all the labour which it can annually purchase, as

the quantity of labour would increase greatly every year, so the pro-
duce of every succeeding year would be of vastly greater value than
that of the foregoing. But there is no country in which the whole
annual produce is employed in maintaining the industrious. The idle
every where consume a great part of it ; and according to the different

proportions in which it is annually divided between those two different
orders of people, its ordinary or average value must either annually
increase, or diminish, or continue the same from one year to another.

1 [Eds. I- 3 read ' was '.]



CHAPTER VII

OF THE NATURAL AND MARKET PRICE OF COMMODITIES1

THERE is in every society or neighbourhood an ordinary or aver- Ordinaryoraverage
1 age rate both of wages and profit in every different employment ratesof

wages,
of labour and stock. This rate is naturally regulated, as I shall show profit.
hereafter, s partly by the general circumstances of the society, their

riches or poverty, their advancing, stationary, or declining condition;
and partly by the particular nature of each employment.

There is likewise in every society or neighbourhood an ordinary or andrent
average rate of rent, which is regulated too, as I shall show hereafter, 3
partly by the general circumstances of the society or neighbourhood in
which the land is situated, and partly by the natural or improved fer-
tility of the land.

These ordinary or average rates may be called the natural rates of maybecalled natu-

wages, profit, and rent, at the time and place in which they commonly ralrites.
prevail.

When the price of any commodity is neither more nor less than topaywhich
a commodity

what is sufficient to pay the rent of the land, the wages of the labour, is soldat its
natural

and the profits of the stock employed in raising, preparing, and bring- price.

ing it to market, according to their natural rates, the commodity is
then _old for what may be called its natural price.

The commodity is then sold precisely for what it is worth, or for orforwhat
it really

what it really costs the person who brings it to market" for though in costs,which
' includes

common language what is called the prime cost of any commodity pro_t.
does not comprehend the profit of the person who is to sell it again,
yet if he sells it at a price which does not allow him the ordinary rate

of profit in his neighbourhood, he is evidently a loser by the trade;
since by employing his stock in some other way he might have made
that profit. His profit, besides, is his revenue, the proper fund of his

1 [The chapter follows Lectures, pp. i73-i82 , very closely.]
S [Below, chaps, viii.and ix.] s [Below, chap. xL ]

(57)
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subsistence. As, while he is preparing and bringing the goods to
market, he advances to his workmen their wages, or their subsistence ;
so he advances to himself, in the same manner, his own subsistence,

which is generally suitable to the profit which he may reasonably ex-
pect from the sale of his goods. Unless they yield him this profit,
therefore, they do not repay him what they may very properly be
said to have really cost him.

sincenoone Though the price, therefore, which leaves him this profit, is not

_li so on always the lowest at which a dealer may sometimes sell his goods, itselling with-

out profit, is the lowest at which he is likely to sell them for any considerable
time ; at least where there is perfect liberty, x or where he may change

his trade as often as he pleases.
Market The actual price at which any commodity is commonly sold is called
price its market price. It may either be above, or below, or exactly the

same with its natural price.

is r_guht_ The market price of every particular commodity is regulated by the
bythequan- proportion between the quantity which is actually brought to market,tity brought

to market and the demand of those who are willing to pay the natural price ofand theeffec-

tualdemand, the commodity, or the whole value of the rent, labour, and profit, 2
which must be paid in order to bring it thither. Such people may be
called the effectual demanders, and their demand the effectual de-

mand; since it may be sufficient to effectuate the bringing of the
commodity to market. It is different from the absolute demand. A
very poor man may be said in some sense to have a demand for a
coach and six; he might like to have it; but his demand is not an
effectual demand, as the commodity can never be brought to market
in order to satisfy it.

Whenthe When the quantity of any commodity which is brought to market
quantity falls short of the effectual demand, all those who are willing to paybrought falls

shortofthe the whole value of the rent, wages, and profit, which must be paid ineffectual de-

mand. the order to bring it thither, cannot be supplied with the quantity whichmarket price
risesabove they want. Rather than want it altogether, some of them will be
the natural ;

willing to give more. A competition will immediately begin among
them, and the market price will rise more or less above the natural

price, according as either the greatness of the deficiency, or the wealth
and wanton luxury of the competitors, happen to animate more or less
the eagerness of the competition. Among competitors of equal wealth
and luxury the same deficiency 3 will generally occasion a more or less

1 [The same phrase occurs below, pp. 64, XOL] z [Above, p. 52 and note 4.]

• 3lEd. x, beginning three lines higher up, reads.'.aecording a.sthe grezt.no_ of_e deficiency
mcrea.._esmore or Icesthe eagernessofthis compeUUon.The samedeficiency,j
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eager competition, according as the acquisition of the commodity hap-
pens to be of more or less importance to them. 1 Hence the exorbitant

price of the necessaries of life during the blockade of a town or in a
famine.

When the quantity brought to market exceeds the effectual demand, whenit ex-ceedsthe

it cannot be all sold to those who are willing to pay the whole value of effectualde-mandthe

the rent, wages and profit, which must be paid in order to bring it marketpricefalls below
thither. Some part must be sold to those who are willing to pay less, thenatural;
and the low price which they give for it must reduce the price of the
whole. The market price will sink more or less below the natural
price, according as the greatness of the excess increases more or less
the competition of the sellers, or aecordiug as it happens to be more or
less important to them to get immediately rid of the commodity. The

same excess in the importation of perishable, will occasion a much
greater competition than in that of durable commodities ; in the im-
portation of oranges, for example, than in that of old iron.

When the quantity brought to market is just sufficient to supply the when it is
just equal to

effectual demand and no more, the market price naturally comes to be the effect_l
demand the

either exactly, or as nearly as can be judged of, the same with the marketand
natural price

natural price. The whole quantity upon hand can be disposed of for coiucide.
this price, and cannot be disposed of for more. The competition of the
different dealers obliges them all to accept of this price, but does not
oblige them to accept of less.

The quantity of every commodity brought to market naturally suits It nat, rallysuits itself to
itself to the effectual demand. It is the interest of all those who era- the effectual

demand.

ploy their land, labour, or stock, in bringing any commodity to market,
that the quantity never should exceed the effectual demand ; and it is
the interest of all other people that it never should fall short of that
demand. 2

If at any time it exceeds the effectual demand, some of the component Whenit ex-ceedsthat

parts of its price must be paid below their natural rate. If it is rent, demand,some of the
the interest of the landlords will immediately prompt them to with- component

parts of its
draw a part of their land ; and if it is wages or profit, the interest of pricearebe-
the labourers in the one case, and of their employers in the other, will low theirnatural rate;

prompt them to withdraw a part of their labour or stock from this em-
ployment. The quantity brought to market will soon be no more than

sufficient to supply the effectual demand. All the different parts of its
price will rise to their natural rate, and the whole price to its natural
price.

1 [Ed. t reads ' the competitors '._ _ [Ed, x reads ' fall short of it '.]
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when it falls If, on the contrary, the quantity brought to market should at anyshort, some

ofthe corn- time fall short of the effectual demand, some of the component parts ofponent parts
areabove its price must rise above their natural rate. If it is rent, the interest of
their natural
rate. all other landlords will naturally prompt them to prepare more land for

the raising of this commodity ; if it is wages or profit, the interest of all

other labourers and dealers will soon prompt them to employ more
labour and stock in preparing and bringing it to market. The quantity
brought thither will soon be sufficient to supply the effectual demand.
All the different parts of its price will soon sink to their natural rate,
and the whole price to its natural price.

Natural The natural price, therefore, is, as it were, the central price, to which
price is the
centralprice the prices of all commodities are continually gravitating. Different
to which accidents may sometimes keep them suspended a good deal above it,actual prices

gravitate, and sometimes force them down even somewhat below it. But what-

ever may be the obstacles which hinder them from settling in this
center of repose and continuance, they are constantly tending towards it.

Industry The whole quantity of industry annually employed in order to bring
toSUitstheitselfeffec-any commodity to market, naturally suits itself in this manner to the

mand,tualde- effectual demand. It naturally aims at bringing always that precise
quantity thither which may be sufficient to supply, and no more than
supply, that demand.

but the But in some employments the same quantity of industry will in
quantity
producedby different years produce very different quantities of commodities ; 1 while
aamountgivenof in others it will produce always the same, or very nearly the same.
sometimesindustry The same number of labourers in husbandry will, in different years,
fluctuates, produce very different quantities of corn, wine, oil, hops, &e. But the

same number of spinners and weavers will every year produce the same

or very nearly the same quantity of linen and woollen cloth. It is only
the average produce of the one species of industry which can be suited
in any respect to the effectual demand ; and as its actual produce is
frequently much greater and frequently much less than its average
produce, the quantity of the commodities brought to market will some-
times exceed a good deal, and sometimes fall short a good deal, of the
effectual demand. Even though that demand therefore should continue

always the same, their market price will be liable to great fluctuations,
will sometimes fall a good deal below, and sometimes rise a good deal
above, their natural price. In the other species of industry, the pro-
duee of equal quantities of labour being always the same, or very nearly
the same, it can be more exactly suited to the effectual demand. While

lr_*e_, below, p. xx7. ]
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that demand continues the same, therefore, the market price of the
commodities is likely to do so too, and to be either altogether, or as

nearly as can be judged of, the same with the natural price. That the
price of linen and woollen cloth is liable neither to such frequent nor
to such great variations as the price of corn, every man's experience
will inform him. The price of the one species of commodities varies

only with the variations in the demand : That of the other varies not
only with the variations in the demand, but with the much greater and
more frequent variations in the quantity of what is brought to market
in order to supply that demand.

The occasional and temporary fuctuations in,the market price of any Thefluctua-tionsfall on

commodity fall chiefly upon those parts of its price which resolve them- wagesandprofit more
selves into wages and profit. That part which resolves itself into rent thanonrent.

is less affected by them. A rent certain in money is not in the least
affected by them either in its rate or in its value. A rent which con-
sists either in a certain proportion or in a certain quantity of the rude

produce, is no doubt affected in its yearly value by all the occasional
and temporary fluctuations in the market price of that rude produce ;
but it is seldom affected by them in its yearly rate. In settling the
terms of the lease, the landlord and farmer endeavour, according to

their best judgment, to adjust that rate, not to the temporary and
occasional, but to the average and ordinary price of the produce.

Such fluctuations affect both the value and the rate either of wages affectingthem in

or of profit, according as the market happens to be either over-stocked differentproportions
or under-stocked with commodities or with labour; with work done, accordingto

the supply of
or with work to be done. A public mourning raises the price of black commodi-ties and
eloth 1 (with which the market is almost always under-stocked upon hhour.
such occasions), and augments the profits of the merchants who possess

any considerable quantity of it. It has no effect upon the wages of
the weavers. The market is under-stocked with commodities, not

with labour ; with work done, not with work to be done. It raises the

wages of journeymen taylors. The market is here under-stockod with
labour. There is an effectual demand for more _ labour, for more work

to be done than can be had. It sinks the price of coloured silks and

cloths, and thereby reduces the profits of the merchants who have any
considerable quantity of them upon hand. It sinks too the wages of
the workmen employed in preparing such eommoditLes, for which all

demand is stopped for six months, perhaps for a twelvemonth. The
market is here over-stocked both with commodities and with labour.

1[Repeated below, p. IT7.] 2lEd. x does not contain ' more'.]
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Butmarket But though the market price of every particular commodity is in this
_rice may be
eptabove manner continually gravitating, if one may say so, towards the natural

naturalfora price, yet sometimes particular accidents, sometimes natural causes,long time,

and sometimes particular regulations of police, may, in many com-

modities, keep up the market price, for a long time together, a good
deal above the natural price.

inconse- When by an increase in the effectual demand, the market price of
quence of
w_ntof some particular commodity happens to rise a good deal above the
_eneral
nowledge natural price, those who employ their stocks in supplying that market

of high
profits, are generally careful to conceal this change. If it was commonly

known, their great profit would tempt so many new rivals to employ
their stocks in the same way, that, the efl'eetual demand being fully
supplied, the market price would soon be reduced to the natural price,
and perhaps for some time even below it. If the market is at a great

distance from the residence of those who supply it, they may some-
times be able to keep the secret for several years together, and may
so long enjoy their extraordinary profits without any new rivals.
Secrets of this kind, however, it must be acknowledged, can seldom
be long kept ; and the extraordinary profit can last very little longer
than they are kept.

or inconse- Secrets in manufactures are capable of being longer kept than
quence of
secretsin secrets in trade. A dyer who has found the means of producing a
manufaC-tures,particular colour with materials which cost only half the price of those

commonly made use of, may, with good management, enjoy the
advantage of his discovery as long as he lives, and even leave it as a

legacy to his posterity. His extraordinary gains arise from the high
price which is paid for his private labour. They properly consist in
the high wages of that labour. But as they are repeated upon every
part of his stock, and as their whole amount bears, upon that account,
a regular proportion to it, they are commonly considered as extra-
ordinary profits of stock. 1

whichmay Such enhancements of the market price are evidently the effects of
operatelong for particular accidents, of which, however, the operation may sometimes
periods, last for many years together.
or in conse- Some natural productions require such a singularity of soil and
qnance of
scarcity situation, that all the land in a great country, which is fit for producing
of pecul_r them, may not be sufficient to supply the effectual demand. Thesoils,

1 [They are called profits simply because all the gains of the master-manufacturer are called
profits. They can scarcely be said to have been ' considered ' at all ; if they had been, they
would doubtless have been pronounced to be, in the words of the next paragraph, ' the effects
of a particular accident,' namely, the possession of peculiar knowledge on the part of the
dyer. ]
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whole quantity brought to market, therefore, may be disposed of to
tho6e who are willing to give more than what is sufficient to pay the
rent of the land which produced them, together with the wages of the
labour, and the profits of the stock which were employed in prelmring
and bringing them to market, according to their natural rates. Such
commodities may continue for whole centuries together to be sold at
this high price ; 1and that part of it which resolves itself into the rent
of land is in this case the part which is generally paid above its natural
rate. The rent of the land which affords such singular and esteemed
productions, like the rent of some vineyards in France of a peculiarly
happy soil and situation, bears no regular proportion to the rent of

other equally fertile and equally well-cultivated land.in its neighbour-
hood. The wages of the labour and the profits of the stock employed
in bringing such commodities to market, on the contrary, are seldom
out of their natural proportion to those of the other employments of
labour and stock in their neighbourhood.

Such enhancements of the market price are evidently the effect of whichmaycontinue for
natural causes which may hinder the effectual demand from ever being ev=.
fully supplied, and which may continue, therefore, to operate for ever.

A monopoly granted either to an individual or to a trading company A =onop_y
has the Same

has the same effect as a secret in trade or manufactures. The monopo- e_ectas a
lists, by keeping the market constantly under-stocked, by never fully tradesecret,
supplying the effectual demand, sell their commodities 'much above

the natural price, and raise their emoluments, whether they consist

in wages or profit, greatly above their natural rate. ,) :.
Thepriceofmonopolyisuponeveryoccasionthehighestwhichcan -*_price of

monopolybe got. Thenaturalprice,or the priceof freecompetition,on the beingthe
highest

contrary, is the lowest which can be taken, not upon every occasion whichcan

indeed, but for any considerable time together. The one is upon every begot.

occasion the highest which can be squeezed out of the buyers, or
which, it is supposed, they will consent to give: The other is the
lowest which the sellers can commonly afford to take, and at the same
time continue their business.

The exclusive privileges of corporations, statutes of apprenticeship," Corporation
privileges,

and all fthose laws which restrain, in particular employments, the etc..are
enlarged

competition to a smaller number than might otherwise go into them, monopolies.

led. xplaces' fc_wholecenturiestogeflaer' hereinsteadof in the lineabove.]
[See below, pp. X20-I3L Playfair. in a note on this l_¢_.geo,ed. Wealth of Nations,

z_o5, vol.L, p. 97. says : ' This observationabout corporationsand apprenticeshipsscarcely
appliesat all to the presentday. In London,for example,the freemenonly can carryon
certainb-_ir,-_eswithinthe city : thereis not oneof those businessesthat maynot be carried
on elsewhere,and the producesold inthe city. If Mr.Smith'sprincipleapplied,g_xxlswould
be dearerin Cheapsidethanin BondStreet,whichisnotthe case.']

/--_7-: - _-"7"-,,
( )
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I0 5,.t-Z



64 NATURAL AND MARKET PRICE [BK. 1

have the same tendency, though in a less degree. They are a sort of
enlarged monopolies, and may frequently, for ages together, and in
whole classes of employments, keep up the market price of particular

commodities above the natural price, and maintain both the wages of
the labour and the profits of the stock employed about them somewhat
above their natural rate.

Such enhancements of the market price may last as long as the
regulations of police which give occasion to them.

Marketprice The market price of any particular commodity, though it may con-is seldom

longbelow tinue long above, can seldom continue long below, its natural price.natural
price. Whatever part of it was paid below the natural rate, the persons whose

interest it affected would immediately feel the loss, and would im-
mediately withdraw either so much land, or so much labour, or so much

stock, from being employed about it, that the quantity brought to
market would soon be no more than sutficient to supply the effectual
demand. Its market price, therefore, would soon rise to the natural price.

This at least would be the case where there was perfect liberty.1
thoughap- The same statutes of apprenticeship and other corporation lawsprenticeship
andcorpora- indeed, which, when a manufacture is in prosperity, enable the work-tion laws
sometimes man to raise his wages a good deal above their natural rate, sometimes
wagesreducemuch oblige him, when it decays, to let them down a good deal below it.
belOWnaturaltherateAs in the one case they exclude many people from his employment,
fora certain SOin the other they exclude him from many employments. The effectperiod

of such regulatiows, however, is not near so durable in sinkin_ the

workman's wages below, as in raising them above, their natural rate.
Their operation in the one way may endure for many centuries, but in
the other it can last no longer than the lives of some of the workmen

who were bred to the business in the time of its prosperity. When
they are gone, the number of those who are afterwards educated to
the trade will naturally suit itself to the effectual demand. The

police must be as violent as that of Indostan or antient Egypt 2 (where
every man was bound by a principle of religion to follow the occupa-
tion of his father, and was supposed to commit the _nost horrid sacri-
lege if he changed it for another), which can in any particular em-
ployment, and for several generations together, sink either the wages
of labour or the profits of stock below their natural rate.

This is all that I think necessary to be observed at present concern-

ing the deviations, whether occasional or permanent, of the market
price of commodities from the natural price.

I [Above, p. 5 8, and below, p. IOI.]

2 [In Lectures, p. i68, the Egyptian practice is attributed to ' a law of Sesostris '.]
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The natural price itself varies with the natural rate of each of its Natura!price varies
component parts, of wages, profit, and rent ; and in every society this with thenatural rate
rate varies according to their circumstances, according to their riches ofwages.

profit and
or poverty, their advancing, stationary, or declining condition. I shall) rent.

in the four following chapters, endeavour to explain, as fully and
distinctly as I can, the causes of those different variations.

First, I shall endeavour to explain what are the circumstances which WageswiUbe dealt with

naturally determine the rate of wages, and in what manner those cir- in...chapterVIII,j

cumstances are affected by the riches or poverty, by the advancing,
stationary, or declining state of the society.

Secondly, I shall endeavour to show what are the circumstances profitinchapter ix.,

which naturally determine the rate of. profit, and in what manner too
those circumstances are affected by the like variations in the state of
the society.

Though pecuniary wages and profit are very different in the different di_erencesof wages and
employments of labour and stock;yet a certain proportion seems profitin

chapter x.,
commonly to take place between both the pecuniary wages in all the
different employments of labour, and the pecuniary profits in all the
different employments of stock. This proportion, it will appear here-
after, depends partly upon the nature of the different employments,
and partly upon the different laws and policy of the society in which
they are carried on. But though in many respects dependent upon
the laws and policy, this proportion seems to be little affected by the
riches or poverty of that society; by its advancing, stationary, or

declining condition ; but to remain the same or very nearly the same
in all those different states. I shall, in the third place, endeavour to
explain all the different circumstances which regulate this proportion.

In the fourth and last place, I shall endeavour to show what are and rentinchapter xi.
the circumstances which regulate the rent of land, and which either
raise or lower the real price of all the different substances which
it produces.

VOL. I.--5



CHAPTER VIII

OF THE" WAGES OF LABOUR

P_od,,eis THE produceoflabourconstitutesthenaturalrecompcnee orwagesthe natvral
wagesof J[ of labour.
labour.

Originally In that originalstateof things,which precedesboth the appropria-
thewhole tion of land and the accumulation of stock, the whole produce of labourbolonged to
thehbourer, belongs to the labourer. I He has neither landlord nor master to share

with him.

If thishad Had this state continued, the wages of labour would have augmented
continued,
all things with all those improvements in its productive powers, to which the
would have
become divisionof labourgivesoccasion. All thingswould graduallyhave

cheaper, become cheaper. 2 They would have been produced by a smaller
quantity of labour; and as the commodities produced by equal
quantities of labour would naturally in this state of things be ex-
changed for one another, they would have been purchased likewise
with the produce of a smaller quantity.

though in But though all things would have become cheaper in reality, in ap-
appearance
manythings pearaneemany thingsmight have become dearerthan before,orhave

b_comemighthave been exchangedfora greaterquantityofothergoods.3 Let ussuppose,

dearer, for example, that in the greater part of employments the productive
powers of labour had been improved to tenfold, or that a day's labour
could produce ten times the quantity of work which it had done orig-
inally; but that in a particular employment they had been improved
only to double, or that a day's labour could produce only twice the
quantity of work which it had done before. In exchanging the pro-
duce of a day's labour in the greater part of employments, for that of
a day's labour in this particular one, ten times the original quantity of

1 [The same nine words occur above, p. 49, in ed. 2 and later eds,]
[The word ' cheaper ' is defined by the next sentence as ' produced by a smaller quantity

of labour '.]
J[Itwould belessconfusingifthesentenceran : 'But though allthingswould have become

cheaperinthe sensejustattributedtothe word, yetinthesense in which the words cheaper
and dearerareordinarilyused many thingsmight have become dearerthan before.']

(66)
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work in them would purchase only twice the original quantity in it.

Any particular quantity in it, therefore, a pound weight, for example,
would appear to be five times dearer than before. 1 In reality,_ how-
ever, it would be twice as cheap. Though it required five times the

quantity of other goods to purchase it, it would require only half the
quantity of labour either to purchase or to produce it. The acquisition,
therefore, would be twice as easy 3 as before.

But this original state of things, in which the labourer enjoyed the Thisstatewas ended

whole produce of his own labour, could not last beyond the first intTo- bytheappropria-
duction of the appropriation of land and the accumulation of stock, tionoflandand accumu-
It was at an end, therefore, long before the most considerable improve- _tinnof

ments were made in the productive powers of labour, and it would be stock.
to no purpose to trace further what might have been its effects upon
the recompence or wages of labour.

As soon as land becomes private property, the landlord demands a rentbeingthe first de-

share of almost all the produce which 4 the labourer can either raise, or duction,

collect from it. His rent makes the first deduction from the produce
of the labour which is employed upon land.

It seldom happens that the person who tills the ground has where- andprofitthe second.

withal to maintain himself till he reaps the harvest. His maintenance bothinagri-

is generally advanced to him from the stock of a master, the farmer _ulture.
who employs him, and who would have no interest to employ him,
unless he was to share in the produce of his labour, or unless his stock

was to be replaced to him with a profit. This profit makes a second
deduction from the produce of the labour which is employed upon
land.

The produce of almost all other labour is liable to the like deduc- and otherarts and

tion of profit. In all arts and manufactures the greater part of the m_nuf*_-tures.
workmen stand in need of a master to advance them the materials of

their work, and their wages and maintenance till it be compleated. 5
He shares in the produce of their labour, or in the value which it adds
to the materials upon which it is bestowed ; and in this share consists

his profit. 6
It sometimes happens, indeed, that a single independent workman Theinde-pendent

has stock sufficient both to purchase the materials of his work, and to workman
maintain himself till it be compleated. He is both master and work- gets profits

1 [Le., ' would in the ordinary sense of the word be five times dearer than before '.]
_[I.e., ' in the sense attributed to the word above'.]
s [If the amount of labour necessary for the acquisition of a thing m_tsm'cs its value, ' twice

as cheap' means simply, twice as easy to acquire.]
4lEd. x reads ' of whatever produce '.]
_[The provision of tools to work with and buildings to work in is fol'gotten.]
s [Cp. with this account that given at the beginning of chap. vi., pp. 49, 5o above.]
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as_u as man, and enjoys the whole produce of his own labour, or the whole
wages, value which it adds to the materials upon which it is bestowed. It

includes what are usually two distinct revenues, belonging to two
distinct persons, the profits of stock, and the wages of labour.

butthiscaae Such cases, however, are not very frequent, and in every part of
is infre-
quent. Europe, twenty workmen serve under a master for one that is inde-

pendent ; and the wages of labour are every where understood to be,
what they usually are, when the labourer is one person, and the owner
of the stock which employs him another.

Wa_es de- What are the common wages of labour, depends every where upon
p_na on
contact be- the contract usually made between those two parties, whose interests
tween maS-
ters and are by no means the same. The workmen desire to get as much, the
workmen, masters to give as little as possible. The former are disposed to com-

bine in order to raise, the latter in order to lower the wages of labour.
Themasters It is not, however, difficult to foresee which of the two parties must,
have the ad-
vantage, upon all ordinary occasions, have the advantage in the dispute, and

force the other into a compliance with their terms. The masters,
being fewer in number, can combine much more easily; and the law,
hesides, authorises, or at least does not prohibit their combinations, 1

while it prohibits those of the workmen. 2 We have no acts of par-
liament against combining to lower the price of work; but many
against combining to raise it. In all such disputes the masters can
hold out much longer. A landlord, a farmer, a master manufacturer,

or merchant, though they did not employ a single workman, could gen-
erally live a year or two upon the stocks which they have already
acquired. Many workmen could not subsist a week, few could subsist

a month, and scarce any a year without employment. In the long-run
the workman may be as necessary to his master as his master is to him ;
but the necessity is not so immediate.

thoughJess We rarely hear, it has been said, of the combinations of masters ;
is heard of
masters' though frequently of those of workmen_. But whoever imagines, upon
combina-
tions thanof this account, that masters rarely combine, is as ignorant of the world
workmen's, as of the subject. Masters are always and every where in a sort of

tacit, but constant and uniform combination, not to raise the wages of
labour above their actual rate. To violate this combination is every
where a most unpopular action, and a sort of reproach to a master

among his neighbours and equals. We seldom, indeed, hear of this

1 [Ed. x reads, ' The masters being fewer in number can not only combine more easily, but
the law authorises their combinations, or at least does not prohibit them '.]

2 [E.ff-, 7 C.-eo. I., stat. i, c. 13, as to London tailors ; i2 Geo. I., c. 34, as to woolcombers
and weavers ; I2 Geo. I., c. 35, as to brick and tile makers within fifteen miles of London ; a2
Geo. II., c. 27, | ia, as to persons employed in the woollen manufacture and many others. ]
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combination, because it is the usual, and one may say, the natural
state of things which nobody ever hears of. Masters too sometimes

enter into particular combinations to sink the wages of labour even
below this rate. These are always conducted with the utmost silence
and secrecy, till the moment of execution, and when the workmen
yield, as they sometimes do, without resistance, though severely felt

by them, they are never heard of by other people. Such combinations,
however, are frequently resisted by a contrary defensive combination
of the workmen ; who sometimes too, without any provocation of this
kind, combine of their own accord to raise the price of their labour.
Their usual pretences 1 are, sometimes the high price of provisions;
sometimes the great profit which their masters make by their work.
But whether their combinations be offensive or defensive, they are
always abundantly heard of. In order to bring the point to a speedy
decision, they have always recourse to the loudest clamour, and some-

times to the most shocking violence and outrage. They are desperate,
and act with the folly and extravagance of desperate men, who must
either 2 starve, or frighten their masters into an immediate compliance
with their demands. The masters upon these occasions are just as
clamorous upon the other side, and never cease to call aloud for the
assistance of the civil magistrate, and the rigorous execution of those
laws which have been enacted with so much severity against the com-
binations of servants, labourers, and journeymen. The workmen,
accordingly, very seldom derive any advantage from the violence of
those tumultuous combinations, which, partly from the interposition

of the civil magistrate, partly from the superior steadiness of the
masters, partly from the necessity which the greater part of the work-
men are under of submitting for the sake of present subsistence,
generally end in nothing, but the punishment or ruin of the ring-
leaders.

But though in disputes with their workmen, masters must generally But masters
cannot re-

have the advantage, there is however a certain rate below which it ducewages
seems impossible to reduce, for any considerable time, the ordinary _low acer-tainrat_,

wages even of the lowest species of labour.
A man must always live by his work, and his wages must at least be n_mety,s_b-

_tstence for
sufficient to maintain him. They must even upon most occasions Ire -, man and

:,omething
somewhat more ; otherwise it would be impossible for him to bring up overfora
a family, and the race of such workmen could not last beyoml the first _.mily

1 [The word is used as elsewhere in Adam Smith without the impli_tion of falsity now
atta_ to it : a pretence is simply something put forward.]

led. x does not contain ' either '. ]
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generation. Mr. Cantillon seems, upon this account, to suppose that
the lowest species of common labourers must every where earn at least
double their own maintenance, in order that one with another they may

be enabled to bring up two children ; the labour of the wife, on account
of her necessary attendance on the children, being supposed no more
than sufficient to provide for herself. 1 But one-half the children born,
it is computed, die before the age of manhood. 2 The poorest labourers,
therefore, according to this account, must, one with another, attempt
to rear at least four children, in order that two may have an equal

chance of living to that age. But the necessary maintenance of four
children, it is supposed, may be nearly equal to that of one man. The
J.Lbour of an able-bodied slave, the same author adds, is computed to

worth double his maintenance; and that of the meanest labourer,
,,e thinks, cannot be worth less than that of an able-bodied slave. Thus

Jar at least seems certain, that, in order to bring up a family, the labour
of the husband and wife together must, even in the lowest species of
common labour, be able to earn something more than what is precisely
necessary for their own maintenance ; but in what proportion, whether
in that above mentioned, or in any other, I shall not take upon me to
determine. 3

w,ges may There are certain circumstances, however, which sometimes give the
be consider-
ably above labourers an advantage, and enable them to raise their wages con-
thisrate, siderably above this rate; evidently the lowest which is consistent

with common humanity.
when there When in any country the demand for those who live by wages;
is an in-
crmsingde- labourers, journeymen, servants of every kind, is continually increasing ;
rnand for
labourers, when every year furnishes employment for a greater number than had

been employed the year before, the workmen have no occasion to com-
bine in order to raise their wages. The scarcity of hands occasions a
competition among masters, who bid against one another, in order to
get workmen, 4 and thus voluntarily break through the natural combina-
tion of masters not to raise wages.

whichis The demand for those who live by wages, it is evident, cannot increase
caused by an
increaseof but in proportion to the increase of the funds which are destined for
the funds

1 [Essai sur la nature du commerce en _tnlral, 1755, pp. 42-47. The ' seems' is not
menningle_, as Cantillon is unusually obscure in the passage referred to. It is not clear
whether he intends to include the woman's earnings or not.]

2[Le., before completing their seventeenth year, as stated by Dr. Halley, quoted by
CantiUon, 1£ssai, pp. 42, 43.]

* [CantiUon himself, p. 44, says : ' C'est une mati_re qui n'admet pas un ealcul exact, et
dan_ laquelle la pr6cision n'est pas m_me fort n6ceg_ire, il suffit qu'on ne s'y dloigne pas
_aUcoup de la r_alitd.']

4led. i reads ' them '.]
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the payment of wages. These funds are of two kinds ; first, the revenue destined for
the payment

which is over and above wlmt is necessary for the maintenance ; 1 and, of wages.
The funds

secondly, the stock which is over and above what is necessary for the consist of
employment of their masters.

When the landlord, annuitant, or monied man, has a greater revenue surplus
than what he judges sufficient to maintain his own1 family, he employs revenue.
either the whole or a part of the surplus in maintaining one or more
menial servants. '2 Increase this surplus, and he will naturally increase
the number of those servants.

When an independent workman, such as a weaver or shoe-maker, andsurplus
has got more stock than what is sufficient to purchase the materials of stock.
his own work, and to maintain himself till he can dispose of it, he
naturally employs one or more journeymen with tile surplus, in order
to make a profit by their work. Increase this surplus, and he will
naturally increase the number of his journeymen.

The demand for those who live by wages, therefore, necessarily in- Thedemand
creases with the increase of the revenue and stock of every country, and forhbourerSthereforeiu-

cannot possibly increase without it. The increase of revenue and stock creaseswiththe increase

is the increase of national wealth. _ The demand for those who live by ofnationalwealth.

wages, therefore, naturally increases with the increase of national wealth,
and cannot possibly increase without it.

It is not the actual greatness of national wealth, but its continua] Highwages
are occa-

increase, which occasions a rise in the wages 4 of labour. It is not, sionedbythe
accordingly, in the richest countries, but in the most thriving, or in increase,notby the actual

greatness of
those which are growing rich the fastest, that the wages of labour are national
highest. England is certainly, in the present times, a much richer s wealt_
country than any part of North America. The wages of labour,

however, are much higher in North America than in any part of
England. In the province of New York, common labourers earn 6

three shillings and sixpence currency, equal to two shillings sterling,
a day; ship carpenters, ten shillings and sixpence currency, with a

1 [There is no attempt to define ' maintenance,' and consequently the division of a man's
revenue into what is necessary for his maintenance and what is over and above is left perfectly
vague.]

lit seems to be implied here that keeping a menial servant, even to perform the most
necessary offices (e.g., to nurse the infant child of a widower), is not 'rnaintainmg ' a family.]

3 [Above, p. i, the wealth of a nation was treated as synonymous with its annual produce,
and there has been hitherto no suggestion that its stock must be considered.]

4 [Apparently this is a slip for ' occasions high wages '. At any rate the next sentences
reqmre this assertion and not that actually made.]

5 [The method of calculating wealth by the a_nount of annual produce per head adopted
above, p. x, is departed from here and below, p. 73, and frequently in later passages, m favour
of the calenladon by amount of capital wealth.]

6 This was written in x773, before the commencement of the late disturbances, led. i does
not contain this note ; eds. _ and 3 read ' present disturbances '.]
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pint of rum worth sixpence sterling, equal in all to six shillings and
sixpence sterling; house carpenters and bricklayers, eight shillings
currency, equal to four shillings and sixpence sterling; journeymen
taylors, five shillings currency, equal to about two shillings and ten

pence sterling. These prices are all above the London price; and
wages are said to be as high in the other colonies as in New York.
The price of provisions is every where in North America much lower

than in England. A dearth has never been known there. In the
worst seasons, they have always had a sufficiency for themselves,
though less for exportation. If the money price of labour, therefore,
be higher than it is any where in the mother country, its real price, the
real command of the necessaries and conveniencies of life which it

conveys to the labourer, must be higher in a still greater proportion.
North But though North America is not yet so rich as England, it is much
Americais
morethriv- more thriving, and advancing with much greater rapidity to the
ingthan further acquisition of riches. The most decisive mark of the prosperityEngland.

of any country is the increase of the number of its inhabitants. In

Great Britain, and most other European countries, they are not supposed
to double in less than five hundred years. In the British colonies in
North America, it has been found, that they double in twenty or
five-and-twenty years.1 Nor in the present times is this increase
principally owing to the continual importation of new inhabitants, but
to the great multiplication of the species. Those who live to old age,
it is said, frequently see there from fifty to a hundred, and sometimes
many more, descendants from their own body. Labour is there so well
rewarded that a numerous family of children, instead of being a burthen

is a source of opulence and prosperity to the parents. The labour of
each child, before it can leave their house, is computed to be worth a

hundred pounds clear gain to them. A young widow with four or five
young children, who, among the middling or inferior ranks of people in
Europe, would have so little chance for a second husband, is there
frequently courted as a sort of fortune. The value of children is the
greatest of all encouragements to marriage. We cannot, therefore,

a[Petty, Pohtical Arithmetic, i699, p. x8, made the period for England 36o years.
Gregory King, quoted by Davenant, _Vorks,ed_ Whitworth, i77x, vol ii., p. I76, makes
it 435years in the past and probably 6ooin the future. In 17o3 the populationof Virginia
was 6o,ooo, in I755 it was 3oo,ooo,and in r765 it was 5o0,ooo, ' by which they appear to
have doubled their numbers every twenty years as nigh as may be '.--The Present State
of Great Britain and North America with regard toAgriculture, Populahbn, Trade and
Manufactures, 1767,p. 22, note. ' The ori.'g.inalnumber of personswho in I643 had settled
in New England was 21,2oo. Ever since,It ts reckoned that morehave leftthem than have
gone to them. In the year 176otheywereincreasedto half a million. They have therefore
all along doubled their own number in twenty-fiveyears.'--Richard Price, Observationson
geverswnary Payments, etc., x77x,pp. ao4, ao5. The statementas to Americais repeated
below, p. 39o.]
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wonder that the people in North America should generally marry very

young. Notwithstanding the great increase occasioned by such early
marriages, there is a continual complaint of the scarcity of hands in
North America. The demand for labourers, the funds destined for

maintaining them, increase, it seems, still faster than they can find
labourers to employ.

Though the wealth of a country should be very great, yet if it has wages arenot high in a
been long stationary, we must not expect to find the wages of labour stationary

country
very high in it. The funds destined for the payment of wages, the however
revenue and stock of its inhabitants, may be of the greatest extent ; rich.

but if they have continued for several eenturies of the same, or very
nearly of the same extent, the number of labourers employed every
year could easily supply, and even more than supply, the number
wanted the following year. There could seldom be any scarcity of
hands, nor could the masters be obliged to bid against one another in

order to get them. The hands, on the contrary, would, in this case,
naturally multiply beyond their employment. There would be a
constant scarcity of employment, and the labourers would be obliged
to bid against one another in order to get it. If in such a country the
wages of labour had ever been more than suffieient to maintain the
labourer, and to enable him to bring up a family, the competition of
the labourers and the interest of the masters would soon reduce them

to this lowest rate which is consistent with common humanity. China

has been long one of the richest, that is, one of the most fertile, best
eultivated, most industrious, and most populous countries in the world. 1
It seems, however, to have been long stationary. Marco Polo, who
visited it more than five hundred years ago, 2 describes its cultivation,

industry, and populousness, almost in the same terms in which they are
deseribed by travellers in the present times. It had Perhaps, even
long before his time, acquired that full complement of riehes which
the nature of its laws and institutions Permits it to acquire. The

accounts of all travellers, ineousistent in many other respects, agree in
the low wages of labour, and in the difficulty which a labourer finds in

bringing up a family in China. If by digging the ground a whole day
he can get what will purchase a small quantity of riee in the evening,
he is contented. The condition of artifieers is, if possible, still worse.

Instead of waiting indolently in their work-houses, for the calls of their
eustomers, as in Europe, they are continually running about the streets

1 [Here we have a third method of cmleulating the riches or wealth of a country, namely by
the amount of produce per acre. For other references to this ' wealth' of China see the index,
s.v. China.]

2[The date of his arrival was z275. ]
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with the tools of their respective trades, offering their service, and as
it were begging employmentJ Tile poverty of the lower ranks of

people in China far surpasses that of the most beggarly nations in
Europe. In the neighbourhood of Canton many hundred, it is
commonly said, many thousand families have no habitation on the

land, but live constantly in little fishing boats upon the rivers and
canals. The subsistence which they find there is so scanty that they
are eager to fish up the nastiest garbage thrown overboard from any
European ship. Any carrion, the carcase of a dead dog or cat, for
example, though half putrid and stinking, is as welcome to them as

the most wholesome food to the people of other countries. Marriage
is encouraged in China, not by the profitableness of children, but by
the liberty of destroying them. In all great towns several are every
night exposed in the street, or drowned like puppies in the water.
The performance of this horrid office is even said to be the avowed

business by which some people earn their subsistence. 'z
Chinais not China, however, though it may perhaps stand still, does not seem to
going back-
wardsand go backwards. Its towns are no-where deserted by their inhabitants.
labourers
there keep The lands which had once been cultivated are no-where neglected.
numbers,uptheir The same or very nearly the same annual labour must therefore con-

tinue to be performed, and the funds destined for maintaining it must
not, consequently, be sensibly diminished. The lowest class of

labourers, therefore, notwithstanding their scanty subsistence, must
some way or another make shift to continue their race so far as to
keep up their usual numbers.

Ina de- But it would be otherwise in a country where the funds destined forclining

1 [' I.ms artisans courent les viUes du matin au soir pour chercher pratique,' Quesnay,
t_hgmgrides du c,toyen, Mars, x767 ; in _Euvres, ed. Oneken, i888, p. 58x.]

[' Cependant quelque sobre et quelque indnstrienx que soit le peuple de la Chine, le grand
nombre de ses habitants y cause beaueoup de mis+re. On en voit de si pauvres, que ne
pouvant fourmr tt leurs enfanLs les aliments n6cessatres, ils les exposent dans les rues, surtout
lorsque les m_n'es tombent malades, ou qu'elles manquent de lait pour les nourrir. Ces perils
innocents sont condamnds en quelque mani_e tt la mort presque au m6me instant qu'ils ont
commenc6 de vlvre : cela frap .pe dans les grandes villes, comme Peking, Canton ; car dans les
autres vilIes tt peine s'en apergolt-on.

' C'est ce qm a. port_ les mmslonnaires tt entretemr dans ces endroils tr_s peuplds, un nombre
de catdchistes, qm en partagent entre eux tons les quartiers, et les parcourent tons les matins,
pour procurer la grfice du bapt6me tt une maltitnde d'enfants moribonds.

' Darts la m6me vue on a quelquefois gagnd des sages-femmes infid61es afin qu'elles per-
missent tt des filles chrdtiennes de les suivre dans les diffdrentes maisons off elles sont appeldes :
car il annve quelquefois que les Chinols se trouvant hurs d'dtat de nom'nr une nombrense
famine, engagent ces sages-femmes tt dtouffer clans un bassm plein d'cau les peUtes flUes
anssitSt qu'eUes sont ndes ; ces chrdtiennes ont soin de les baptiser, et par ce moyen ces tristes
victimes de l'indigence de leurs parents trouvent la we dternelle dans ces mgmes caux, qui leur
ravissent une vie eourte et p_rissable.'--Du Halde, Descri_gion gdograph_tue, historique, ckrono-
logique, politique et 2Ohyszque de Fem_zre de la Chine et de la Tartarie chinoise, x735, tom. ii.,
PP. 73, 74- The statement in the text above that drowning babies is a special business is
possibly founded on a mistranslation of ' sages-femmes '. ]
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the maintenance of labour were sensibly decaying. Every year the countrythis
would not

demand for servants and labourers would, in all the different classes of bethecase.

employments, be less than it had been the year before. Many who had

been bred in the superior classes, not being able to find employment in
their own business, would be glad to seek it in the lowest. The lowest
class being not only overstocked with its own workmen, but with the
overflowings of all the other classes, the competition for employment
would be so great in it, as to reduce the wages of labour to the most
miserable and scanty subsistence of the labourer. Many would not be
able to find employment even upon these hard terms, but would either

starve, or be driven to seek a subsistence either by begging, or by the
perpetration perhaps of the greatest enormities. Want, famine, and
mortality would immediately prevail in that class, and from thence
extend themselves to all the superior classes, till the number of in-
habitants in the country was reduced to what could easily be main-
tained by the revenue and stock which remained in it, and which had
escaped either the tyranny or calamity which bad destroyed the rest.

This perhaps is nearly the present state of Bengal, and of some other
of the English settlements in the East Indies. In a fertile country
which had before been much depopulated, where subsistence, conse-
quently, should not be very difficult, and where, notwithstanding,
three or four hundred thousand people die of hunger in one year, we
may be assured that the funds destined for the maintenance of the
labouring poor are fast decaying. The difference between the genius

of the British constitution which protects and governs North America,
and that of the mercantile company which oppresses and domineers in
the East Indies, cannot perhaps be better illustrated than by the
different state of those countries.

The liberal reward of labour, therefore, as it is the necessary effect,
so it is the natural symptom of increasing national wealth. The scanty
maintenance of the labouring poor, on the other hand, is the natural
symptom that things are at a stand, and their starving condition that
they are going fast backwards.

In Great Britain the wages of labour seem, in the present times, In Great
Britain

to be evidently more than what is precisely necessary to enable the wagesare
above the

labourer to bring up a family. In order to satisfy ourselves upon this lowestrate,
point it will not be necessary to enter into any tedious or doubtful

calculation of what may be the lowest sum upon which it is possible
to do this. There are many plain symptoms that the wages of labour
are no-where in this country regulated by this lowest rate which is
eonsistent with common humanity.
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.ince {_} First, in almost every part of Great Brttain there is a distinction,
thereis a
difference even in the lowest species of labour, between summer and winter
between wages. Summer wages are always highest. But on account of thewinterand
summer extraordinary expence of fewel, the maintenance of a family is mostwages,

expensive in winter. Wages, therefore, being highest when this
expenee is lowest, it seems evident that they are not regulated by
what is necessary for this expenee ; but by the quantity and supposed
value of the work. A labourer, it may be said indeed, ought to save
part of his summer wages in order to defray his winter expence ; and
that through the whole year they do not exceed what is necessary to
maintain his family through the whole year. A slave, however, or one
absolutely dependent on us for immediate subsistence, would not be

treated in this manner. His daily subsistence would be proportioned
to his daily necessities.

(_)wagesdo Secondly,the wages oflabourdo not inGreat Britainfluctuatewith
not fluctuate

withthe the price of provisions. These vary every-where from year to year, fre-
prisevlslons,°fpro- quently from month to month. But in many places the money price of

labour remains uniformly the same sometimes for half a century to-
gether. If in these places, therefore, the labouring poor can maintain
their families in dear years, they must be at their ease in times ofmoder.
ate plenty, and in affluence in those of extraordinary cheapness. The
high price of provisions during these ten years past has not in many
parts of the kingdom been accompanied with any sensible rise in the
money price of labour. It has, indeed, in some ; owing probably more
to the increase of the demand for labour than to that of the price of
provisions.

(3)wages Thirdly, as the price of provisions varies more from year to year thanvarymore
fromplace the wages of labour, so, on the other hand, the wages of labour vary
toplacethan
thepriceof more from place to place than the price of provisions. The prices of
provisions, bread and butcher's meat are generally the same or very nearly the same

through the greater part of the united kingdom. These and most other

things which are sold by retail, the way in which the labouring poor buy
all things, are generally fully as cheap or cheaper in great towns than in
the remoter parts of the country, for reasons which I shall have occasion
to explain hereafter. 1 But the wages of labour in a great town and its
neighbourhood are frequently a fourth or a fifth part, twenty or five-
and-twenty per cent. higher than at a few miles distance. Eighteen
pence a day may be reckoned the common price of labour in London
and its neighbourhood. At a few miles distance it falls to fourteen
and fitteen pence. Ten pence may be reckoned its price in Exlinburgh

l [Below.p.x_4.]
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and its neighbourhood. At a few miles distance it falls to eight pence,
the usual price of common labour through the greater part of the low
country of Scotland, where it varies a good deal less than in England. 1
Such a difference of prices, which it seems is not always sufficient to
transport a man from one parish to another, would necessarily occasion
so great a transportation of the most bulky commodities, not only from
one parish to another, but from one end of the kingdom, almost from
one end of the world to the other, as would soon reduce them more

nearly to a level. After all that has been said of the levity and incon-
stancy of human nature, it appears evidently from experience that a
man is of all sorts of luggage the most difficult to be transported. If

the labouring poor, therefore, can maintain their families in those
parts of the kingdom where the price of labour is lowest, they must
be in affluence where it is highest.

Fourthly, the variations in the price of labour not only do not cot- and(4)fre-
quently

respond either in place or time with those in the price of provisions, w.ges and
the price of

but they are frequently quite opposite, provisions
• vary in op-

Gram, the food of the common people, is dearer in Scotland than poslte ditec-
in England, whence Scotland receives almost every year very large tio_.s.._sgrain is

supplies. But English corn must be sold dearer in Scotland, the cheaperandwages are
country to wbieh it is brought, than in England, the country from higherin• England
which it comes; and in proportion to its quality it cannot be sold thaninS¢ot-

land ;
dearer in Scotland than the Scotch corn that comes to the same

market in competition with it. The quality of grain depends chiefly
upon the quantity of flour or meal which it yields at the mill, and in
this respect English grain is so much superior to the Scotch, that,
though often dearer in appearance, or in proportion to the measure of
its bulk, it is generally cheaper in reality, or in proportion to its
quality, or even to the measure of its weight. The price of labour, on

the contrary, is dearer in England than in Scotland. If the labouring
poor, therefore, can maintain their families in the one part of the
united kingdom, they must be in affluence in the other. Oatmeal

indeed supplies the common people in Scotland with the greatest and
the best part of their food, which is in general much inferior to that
of their neighbours of the same rank in F_xtgland.2 This difference,
however, in the mode of their subsistence is not the cause, but the

effect, of the difference in their wages ; though, by a strange misap-
prehension, I have frequently heard it represented as the cause. It is

1 [The difference between England and Scotland in this respect is attributed to the English
law of settlement below, p. I4_.l

2 [The inferiority of oatmeal is again resisted on below, p. x6i.]
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not because one man keeps a coach while his neighbour walks a-foot,
that the one is rich and the other poor; but because the one is rich
he keeps a coach, and because the other is poor he walks a-foot.

andinlast During the course of the last century, taking one year with another,
century

_e_erainWaSand grain was dearer in both parts of the united kingdom than during that
wageswere of the present. This is a matter of fact which cannot now admit of

iowerinthiathan; any reasonable doubt; and the proof of it is, if possible, still more
decisive with regard to Scotland than with regard to England. It is
in Scotland supported by the evidence of the public fiars, annual
valuations made upon oath, according to the actual state of the mar-
kets, of all the different sorts of grain in every different county of
Scotland. If such direct proof could require any collateral evidence
to confirm it, I would observe that this has likewise been the case in

France, and probably in most other parts of Europe. With regard to
France there is the clearest proof. 1 But though it is certain that in
both parts of the united kingdom grain was somewhat dearer in the
last century than in the present, it is equally certain that labour was

much cheaper. If the labouring poor, therefore, could bring up their
families then, they must be much more at their ease now. In the last

century, the most usual day-wages of common labour through the
greater part of Scotland were sixpence in summer and five-pence in
winter. Three shillings a week, the same price very nearly, still
continues to be paid in some parts of the Highlands and Western

Islands. Through the greater part of the low country the most usual
wages of common labour are now eight-pence a day ; ten-pence, some-
times a shining about Edinburgh, in the counties which border upon
England, probably on account of that neighbourhood, and in a few
other places where there has lately been a considerable rise in the

demand for labour, about Glasgow, Carron, Ayrshire, &c. In Eng-
land the improvements of agriculture, manufactures and commerce
began much earlier than in Scotland. The demand for labour, and

consequently its price, must necessarily have increased with those
improvements. In the last century, accordingly, as well as in the
present, the wages of labour were higher in England than in Scotland.
They have risen too considerably since that time, though, on account
of the greater variety of wages paid there in different places, it is more
difficult to ascertain how much. In 1614, the pay of a foot soldier
was the same as in the present times, eight pence a day. 2 When it

1 [Authorities axe quoted below, pp. 239 , 24o. ]
2[Hume, ttzstary, e& of i773, vol. vi., p. I78, quoting Ryme_'s foedera, tom. xvi.,

p. 7i 7. This was for service in Germany.]
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was first established it would naturally be regulated by the usual
wages of common labourers, the rank of people from which foot
soldiers are commonly drawn. Lord Chief Justice Hales, z who wrote
in the time of Charles II. computes the necessary expence of a
labourer's family, consisting of six persons, the father and mother, two
children able to do something, and two not able, at ten shillings a
week, or twenty-six pounds a year. If they cannot earn this by their
labour, they must make it up, he supposes, either by begging or steal_
ing. He appears to have enquired very carefully into this subject. 2

In 1688, Mr. Gregory King, whose skill in political arithmetic is so
much extolled by Doctor Davenant, 3 computed the ordinary income
of labourers and out-servants to be fifteen pounds a year to a family,
which he supposed to consist, one with another, of three and a half

persons. 4 His calculation, therefore, though different in appearance,
corresponds very nearly at bottom with that of judge Hales. Both
suppose the weekly expence of such families to be about twenty pence
a head. Both the pecuniary income and expence of such families
have increased considerably since that time through the greater part
of the kingdom ; in some places more, and in some less ; though per-
Imps scarce any where so much as some exaggerated accounts of the
present wages of labour have lately represented them to the public.
The price of labour, it must be observed, cannot be ascertained very
accurately any where, different prices being often paid at the same
place and for the same sort of labour, not only according to the dif-
ferent abilities of the workmen, but according to the easiness or hard-
ness of the masters. Where wages are not regulated by law, all that
we can pretend to determine is what are the most usual ; and experi-
ence seems to show that law can never regulate them properly, though
it has often pretended to do so.

The real recompence of labour, the real quantity of the necessaries whileother
necessaries

and conveniencies of life which it can procure to the labourer, has, a_ con.
during the course of the present century, increased perhaps in a still veniencieshave also

greater proportion than its money price. Not only grain has become becomecheaper.

somewhat cheaper, but many other things, from which the industrious
poor derive an agreeable and wholesome variety of food, have become

a[Sir MatthewHale]
_See his schemefor the maintenanceof the Poor, in Burn's Historyof the Poor-laws.

[This note appears firstin ed. 2. Hale's Dzscourse Touching/_rovision for the Poorwas
printedin x683. It containsno internalevidenceof the carefulmqtaryattributedto it above.]

s [Davenant, l_ssay upon theprobable ,Tletheds of Makzng a People Gazners zn lke Balance
o] Trade, x699, pp. z5, z6 ; in Works, ed. Whitworth, vol. ii., p. i75. ]

4[Scheme D in Davenant, Balance of Trade, in Works Scheme B, vol. ft., p. x84. See
below,p. z96, note.]
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a great deal cheaper. Potatoes, for example, do not at present, through
the greater part of the kingdom, cost half the price which they used
to do thirty or forty years ago. The same thing may be said of turnips,

carrots, cabbages; things which were formerly never raised but by the
spade, but which are now commonly raised by the plough. All sort of
garden stuff too has become cheaper. The greater part of the apples
and even of the onions consumed in Great Britain were in the last

century imported from Flanders. The great improvements in the
coarser manufactures of both linen and woollen cloth furnish the

labourers with cheaper and better cloathing ; and those in the manu-
factures of the coarser metals, with cheaper and better instruments of
trade, as well as with many agreeable and convenient pieces of hous-
hold furniture. Soap, salt, candles, leather, and fermented liquors,
have, indeed, become a good deal dearer ; chiefly from the taxes which
have been laid upon them. The quantity of these, however, which
the labouring poor are under any necessity of consuming, is so very
small, that the increase in their price does not compensate the diminu-
tion in that of so many other things. The common complaint that
luxury extends itself even to the lowest ranks of the people, and that
the labouring poor will not now be contented with the same food,
cloathing and lodging which satisfied them in former times, may con-
vince us that it is not the money price of labour only, but its real
recompence, which has augmented.

Highearn. Is this improvement in the circumstances of the lower ranks of the
ings of la-
bour area_ people to be regarded as an advantage or as an inconveniency to the
advantagethesociety.t° society ._1 The answer seems at first sight abundantly plain. Servants,

labourers and workmen of different kinds, make up the far greater
part of every great political society. But what improves the circum-
stances of the greater part can never be regarded as an inconveniency
to the whole. No society can surely be flourishing and happy, of
which the far greater part of the members are poor and miserable.
It is but equity, besides, that they who feed, cloath and lodge the
whole body of the people, should have such a share of the produce of
their own labour as to be themselves tolerably well fed, cloathed and
._lged.

Poverty Poverty, though it no doubt discourages, does not always prevent
does not pre-
vent births marriage. It seems even to be favourable to generation. A half-

1 [Berkeley, Querist, 5th ed., x75_, qu. 2, asks 'whether a people can be called poor
where the common sort are well fed, clothed and lodged '. Hume, ' On Commerce,' says :
' The gr_..tness of a state and the happiness of its sub_._, however ".independent they may be
suppo_d m some respects, are commonly allowed to be inseparable with regard to commta't_'
--Polittcal Discourses, I752, p. 4']
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starved Highland woman frequently bears more than twenty children,
while a pampered fine lady is often incapable of bearing any, and is
generally exhausted by two or three. Barrenness, so frequent among
women of fashion, is very rare among those of inferior station. Luxury
in the fair sex, while it inflames perhaps the passion for enjoyment,
seems always to weaken, and frequently to destroy altogether, the
powers of generation.

But poverty, though it does not prevent the generation, is extremely butis un-favourable
unfavourable to the rearing of children. The tender plant is produced, to therear-

ingof chil-
but in so cold a soil, and so severe a climate, soon withers and dies. dren.
It is not uncommon, I have been frequently told, in the Highlands of
Scotland for a mother who has borne twenty children not to have two
alive. Several officers of great experience have assured me, that so far

from recruiting their regiment, they have never been able to supply it
with drums and fifes from all the soldiers children that were born in

it. A greater number of fine children, however, is seldom seen any
where than about a barrack of soldiers. Very few of them, it seems,
arrive at the age of thirteen or fourteen. In some places one half the
children born die before they are four years of age; in many places
before they are seven ; and in almost all places before they are nine or
ten. This great mortality, however, will every where be found chiefly
among the children of the common people, who cannot afford to tend
them with the same care as those of better station. Though their
marriages are generally more fruitful than those of people of fashion, a
smaller proportion of their children arrive at maturity. In foundling
hospitals, and among the children brought up by parish charities, the

mortality is still greater than among those of the common people.
Every species of animals naturally multiplies in proportion to the andSOre-strains mul-

means of their subsistence, and no species can ever multiply beyond tiplication.
it. But in civilized society it is only among the inferior ranks of
people that the scantiness of subsistence can set limits to the further
muhiplieation of the human species ; and it can do so in no other way
than by destroying a great part of the children which their fruitful
marriages produce.

The liberal reward of labour, by enabling them to provide better for whiletheliberal re-
their children, and consequently to bring up a greater number, natur- w_d of

labour en-
ally tends to widen and extend those limits. It deserves to be re- couragesit,
marked too, that it necessarily does this as nearly as possible in the
proportion which the demand for labour requires. 1 If this demand is

1 [Cantillon, Essai, pt. l., ctL ix., title, ' Le nombre de laboureurs, artisans et autres qm
travaillent dans un _at se proportionne naturellement au besoin qu'on en a. ']

VOL. 1.--6
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continually increasing, the reward of labour must necessarily encourage
in such a manner the marriage and multiplication of labourers, as may
enable them to supply that continually increasing demand by a
continually increasing population. If the reward 1 should at any time
be less than what was requisite for this purpose, the deficiency of
hands would soon raise it ; and if it should at any time be more, their

._xcessive multiplication would soon lower it to this necessary rate.
The market would be so much under-stocked with labour in the one

case, and so much over-stocked in the other, as would soon force back

its price to that proper rate which the circumstances of the society
required. It is in this manner that the demand for men, like that for
any other commodity, necessarily regulates the production of men;
quickens it when it goes on too slowly, and stops it when it advances
too fast. It is this demand which regulates and determines the state
of propagation in all the different countries of the world, in North
America, in Europe, and in China ; which renders it rapidly progressive
in the first, slow and gradual in the second, and altogether stationary
in the last. 2

as the wear The wear and tear 3 of a slave, it has been said, is at the expenee of
and tear oI
the freeman his master; but that of a free servant is at his own expenee. The
must be paid
forjust like wear and tear of the latter, however, is, in reality, as much at the
that ofthe expenee of his master as that of the former. The wages paid toslave,

though not journeymen and servants of every kind must be such as may enableso extrava.

gantly, them, one with another, to continue the race of journeymen and
servants, according as the increasing, diminishing, or stationary demand
of the society may happen to require. But though the wear and tear
of a free servant be equally at the expenee of his master, it generally
costs him much less than that of a slave. The fund destined for

replacing or repairing, if I may say so, the wear and tear of the slave,
is commonly managed by a negligent master or careless overseer.
That destined for performing the same ofllee with regard to the free
man, is managed by the free man himself. The disorders which
generally prevail in the oeeonomy of the rich, naturally introduce them-
selves into the management of the former: The strict frugality and
parsimonious attention of the poor as naturally establish themselves in
that of the latter. Under such different management, the same

1 [Ed. I reads ' If it '.]
[Berkeley, Querist, qtL 62, asks ' whether a country inhabited by people well fed, clothed

and lodged would not become every day more populous ? And whether a numerous stock of
people in such circumstances would not constitute a flourishing nation ? ']

a[Ed. x reads 'tear and wear ' here and in the three other cases where the phrase is used
on this page.]
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purpose must require very different degrees of expenec to execute it.
It appears, accordingly, from the experience of all ages and nations, I
believe, that the work done by freemen comes cheaper in the end than
that performed by slaves. It is found to do so even at Boston, New

York, and Philadelphia, where the wages of common labour are so very
high.

The liberal reward of labour, therefore, as it is the effect of inercas- Highwages
increase

ing wealth, so it is the cause of increasing population. To complain of population.
it, is to lament over the necessary effect and cause of the greatest
public prosperity.

It deserves to be remarked, perhaps, that it is in the progressive Theprogres.
sive state is

state, while the society is advancing to the further acquisition, rather thebestfor
the labour-

than when it has acquired its full complement of riches, that the ingpoor
condition of the labouring poor, of the great body of the people, seems
to be the'happiest and the most comfortable. It is hard in the station-
ary, and miserable in the declining state. The progressive state is in
reality the cheerful and the hearty state to all the different orders of
the society. The stationary is dull ; the declining melancholy.

The liberal reward of labour, as it encourages the propagation, so it Highwages
encourage

increases the industry of the common people. The wages of labour industry.
are the encouragement of industry, which, like every other human
quality, improves in proportion to the encouragement it receives. A
plentiful subsistence increases the bodily strength of the labourer, and

the comfortable hope of bettering his condition, and of ending his days
perhaps in ease and plenty, animates him to exert that strength to the
utmost. Where wages are high, accordingly, we shall always find the
workmen more active, diligent, and expeditious, than where they are
low ; in England, for example, than in Scotland ; in the neighbourhood
of great towns, than in remote country places. Some workmen,
indeed, when they can earn in four days what will maintain them
through the week, will be idle the other three. This, however, is by
no means the case with the greater part. 1 Workmen, on the contrary,
when they are liberally paid by the piece, are very apt to over-work
themselves, and to ruin their health and constitution in a few years.
A carpenter in London, and in some other places, is not supposed to
last in his utmost vigour above eight years. Something of the same
kind happens in many other trades, in which the workmen are paid
by the piece; as they generally are in manufactures, and even in
country labour, wherever wages are higher than ordinary. Almost
every class of artificers is subject to some peculiar infirmity occasioned

[This is a more favourable view than that taken m Leclures, p. 257. ]
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by excessive application to their peculiar species of work. Ramuzzini,
an eminent ltalian physician, has written a particular book concerning
such diseases. 1 We do not reckon our soldiers the most industrious set

of people among us. Yet when soldiers have been employed in
some particular sorts of work, and liberally paid by the piece, their
officers have frequently been obliged to stipulate with the undertaker,
that they should not be allowed to earn above a certain sum every day,
according to the rate at which they were paid. Till this stipulation
was made, mutual emulation and the desire of greater gain, frequently
prompted them to over-work themselves, and to hurt their health by
excessive labour. Excessive application during four days of the week,
is frequently the real cause of the idleness of the other three, so much

and so loudly complained of. Great labour, either of mind or body,
continued for several days together, is in most men naturally followed

by a great desire of relaxation, which, if not restrained by force or by
some strong necessity, is almost irresistible. It is the call of nature,
which requires to be relieved by some indulgence, sometimes of ease
only, but sometimes too of dissipation and diversion. If it is not com-
plied with, the consequences are often dangerous, and sometimes fatal,
and such as almost always, sooner or later, bring on the peculiar
infirmity of the trade. If masters would always listen to the dictates
of reason and humanity, they have frequently occasion rather to
moderate, than to animate the application of many of their workmen.
It will be found, I believe, in every sort of trade, that the man who
works so moderately, as to be able to work constantly, not only pre-
serves his health the longest, but, in the course of the year, executes
the greatest quantity of work.

Theopinion In cheap years, it is pretended, workmen are generally more idle, and
thatcheap in dear ones more industrious than ordinary. A plentiful subsistenceyears en-

kllenessC°or*geis therefore, it has been concluded, relaxes, and a scanty one quickens
erroaeou_, their industry. That a little more plenty than ordinary may render

some workmen idle, cannot well be doubted ; but that it should have

this effect upon the greater part, or that men in general should work
better when they are ill fed than when they are well fed, when they
are disheartened than when they are in good spirits, when they are
frequently sick than when they are generally in good health, seems not
very probable. Years of dearth, it is to be observed, are generally among
the common people years of sickness and mortality, which cannot fail to
dirainish the produce of their industry.

1[De morbis artil_cum diatriba, i7oo , tl'anslatecl into F.axglish (A Treatise on the Diseases
of Tradesmen) by R. James, x746.]
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In years of plenty, servants frequently leave their masters, and trust wages ,rehigh
their subsistence to what they can make by their own industry. But cheapyear..
the same cheapness of provisions, by increasing the fund which is
destined for the maintenance of servants, encourages masters, farmers

especially, to employ a greater number. Farmers upon such occasions
expect more profit from their corn by maintaining a few more labouring
servants, than by selling it at a low price in the market. The demand
for servants increases, while the number of those who offer to supply

that demand diminishes. The price of labour, therefore, frequently
rises in cheap years.

In years of scarcity, the difficulty and uncertainty of subsistence make andlowindear years,
all such people eager to return to service. But the high price of pro-

visions, by diminishing the funds destined for the maintenance of
servants, disposes masters rather to diminish than to increase the

number of those they have. In dear years too, poor independent work-
men frequently consume the little stocks with which they had used to
supply themselves with the materials of their work, and are obliged to
become journeymen for subsistence. More people want employment
than can easily get it; many are willing to take it upon lower terms
than ordinary, and the wages of both servants and journeymen fre-
quently sink in dear years.

Masters of all sorts, therefore, frequently make better bargains with sn that mas-
ters corn.

their servants in dear than in cheap years, and find them more humble menddear
and dependent in the former than in the latter. They naturally, there- years.
fore, commend the former as more favourable to industry. Landlords
and farmers, besides, two of the largest classes of masters, have another

reason for being pleased with dear years. The rents of the one and the
profits of the other depend very much upon the price of provisions.
Nothing can be more absurd, however, than to imagine that men in
general should work less when they work for themselves, than when
they work for other people. A poor independent workman will gener-
ally be more industrious than even a journeyman who works by the
piece. The one enjoys the whole produce of his own industry; the
other shares it with his master. The one, in his separate independent
state, is less liable to the temptations of had company, which in large
manufactories so frequently ruin the morals of the other. The superi-
ority of the independent workman over those servants who are hired by
the month or by the year, and whose wages and maintenance are the
same whether they do much or do little, is likely to be still greater.
Cheap years tend to increase the proportion of independent workmen

to journeymen and servants of all kinds, and dear years to diminish it.
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Mu_ A French author of great knowledge and ingenuity, Mr. M_nce,
_owe that
intome receiver of the tallies 1 in the election of St. Etienne, endeavours to
Vetch show that the poor do more work in cheap than in dear years, by com-manufac-

tures more paring the quantity and value of the goods made upon those differentis produced
in cheap occasions in three different manufactures ; one of coarse woo]lens carried
years,

on at Elbeuf; one of linen, and another of silk, both which extend

through the whole generality of Rouen. 2 It appears from his account,
which is copied from the registers of the public offices, that the quantity
and value of the goods made in all those three manufactures has gener-
ally been greater in cheap than in dear years ; and that it has always
been greatest in the cheapest, and least in the dearest years. All the
three seem to be stationary manufactures, or which, though their pro-
duce may vary somewhat from year to year, are upon the whole neither
going backwards nor forwards.

No con. The manufacture of linen in Scotland, and that of coarse woollens
nexion IS
visiblebe- in tile west riding of Yorkshire, are growing manufactures, of which
tweendear. the produce isgenerally,though with some variations,increasingbothhessor

cheap,essofinquantityand value. Upon examining,however,the accountswhichthe years

andthe have hcen publishedoftheirannualproduce,I have not been able tovariations in

Scotehhn_n observe that its variations have had any sensible connection with theand York-
shirewool- dearness or cheapness of the seasons. In 1740, a year of great scarcity,
|en manu-
factures both manufactures, indeed, appear to have declined very considerably.

But in 1756, another year of great scarcity, the Scotch manufacture
made more than ordinary advances. The Yorkshire manufacture, in-
deed, declined, and its produce did not rise to what it had been in
1755 till 1766, after the repeal of the American stamp act. In that
and the following year it greatly exceeded what it had ever been
before, and it has continued to advance 3 ever since.

Theproduce The produce of all great manufactures for distant sale must neces-
depends on
othercir- sarily depend, not so much upon the dearness or cheapness of the
eumstances,
andmoreof seasons in the countries where they are carried on, as upon the cir-
it escapes cumstances which affect the demand in the countries where they arebeing reck-

o,ed io consumed; upon peace or war, upon the prosperity or declension ofcheap years

other rival manufactures, and upon the good or bad humour of their
principal customers. A great part of the extraordinary work, besides,
which is probably done in cheap years, never enters the public registers
of manufactures. The men servants who leave their masters become

1[Misprinted ' taillies' in eel& 3-5.]
2[Recherches sue la population des g/ngrahlds d'Auvergne, de Lyon, de Rouen, et de

quelques 2or_,tnces et vdles du royaume, az,ec des r#flexians aur la valeur du bled lant en
France qu'en Mng*legerre, del_uis 1674}usqu'en i764, par M. Messance, reeeveur des taiUes de
l'dlectlon de Stunt-Etienne, I766, pp. a87-a9=, 305-308.]

3[Ed. x reads ' contmued to do so '._
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independent labourers. The women return to their parents, and com-
monly spin in order to make cloaths for themselves and their families.
Even the independent workmen do not always work for public sale,

but are employed by some of their neighbours in manufactures for
family use. The produce of their labour, therefore, frequently makes
no figure in those public registers of which the records are sometimes
published with so much parade, and from which our merchants and
manufacturers would often vainly pretend to announce the prosperity
or declension of the greatest empires.

Though the variations in the price of labour, not only do not always There is,
however, a

correspond with those in the price of provisions, but are frequently connexion
between the

quite opposite, we must not, upon this account, imagine that the price priceof
labour and

of provisions has no influence upon that of labour. The money price thatofpro-
of labour is necessarily regulated by two circumstances ; the demand visions.
for labour, and the price of the necessaries and conveniencies of life.
The demand for labour, according as it happens to be increasing,
stationary, or declining, or to require an increasing, stationary, or
declining population, determines the quantity of the necessaries and
convenicncies of life which must be given to the labourer; and the
money price of labour is determined by what is requisite for purchas-
ing this quantity. Though the money price of labour, therefore, is
sometimes high where the price of provisions is low, it would be still
higher, the demand continuing the same, if the price of provisions was
high.

It is because the demand for labour increases in years of sudden

and extraordinary plenty, and diminishes in those of sudden and ex-
traordinary scarcity, that the money price of labour sometimes rises
in the one, and sinks in the other.

In a year of sudden and extraordinary plenty, there are funds in the Inyearsof
plenty there

hands of many of the employers of industry, sufficient to maintain and isa greater
demand for

employ a greater number of industrious people than had been era- labour,
ployed the year before ; and this extraordinary number cannot always
be had. Those masters, therefore, who want more workmen, bid

against one another, in order to get them, which sometimes raises
both the real and the money price of their labour.

The contrary of this happens in a year of sudden and extraordinary andin years
of scarcity a

scarcity. The funds destined for employing industry are less than lessdemand,

they had been the year before. A considerable number of people are
thrown out of employment, who bid against one another, in order to
get it, which sometimes lowers both the real and the money price of

labour. In 1740, a year of extraordinary scarcity, many people were
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willing to work for bare subsistence. In the succeeding years of
plenty, it was more difficult to get labourers and servants.

andthe The scarcity of a dear year, by diminishing the demand for labour,
effect of
variationsin tends to lower its price, as the high price of provisions tends to raise
thepriceof it. The plenty of a cheap year, on the contrary, by increasing theprovision s

isthus demand, tends to raise the price of labour, as the cheapness ofcounter-

balanced, provisions tends to lower it. In the ordinary variations of the pnee
of provisions, those two opposite causes seem to eounterbalanee one
'mother; which is probably in part the reason why the wages of
labour are every-where so much more steady and permanent than the
price of provisions.

Increase of The increase in the wages of labour necessarily increases the price
creaseswagesin- of many commodities, by increasing that part of it which resolves

theprices,causebutof itself into wages, and so far tends to diminish their consumption both
increased at home and abroad. The same cause, however, which raises thewages tends

todiminish wages of labour, the iiacrease of stock, tends to increase its productiveprices.
powers, and to make a smaller quantity of labour produce a greater
quantity of work. The owner of the stock which employs a great

number of labourers, necessarily endeavours, for his own advantage, to
make such a proper division and distribution of employment, that they
may be enabled to produce the greatest quantity of work possible.
For the same reason, he endeavours to supply them with the best
machinery which either he or they can think of. What takes place
among the labourers in a particular workhouse, takes place, for the
same reason, among those of a great society. The greater their
number, the more they naturally divide themselves into different
classes and subdivisions of employment. More heads are occupied in
inventing the most proper maehinery for executing the work of each,
and it is, therefore, more likely to be invented. There are many com-
modities, therefore, whieh, in consequence of these improvements,
come to be produced by so much less labour than before, that the
increase of its price is more than compensated by the diminution of its
quantity. 1

1 lEd. x reads 'that the increase of its price does not compensate the diminution of its
quanmy '. The meaning is that the increase in the amount paid for a given quantity of labour
is more than counterbalanced by the diminution in the quantity required. The statement is
repeated below, p. 24a.]



CHAPTER IX

OF THE PROFITS OF STOCK

HE rise and fall in the profits of stock depend upon the same Profitsdepend on
.i. causes with the rise and fall in the wages of labour, the in- increaseand

decrease of
creasing or declining state of the wealth of the society ; but those wealth.
causes affect the one and the other very differently.

The increase of stock, which raises wages, tends to lower profit, f_ning_tu
the increase

When the stocks of many rich merchants are turned into the same of_lth.
trade, their mutual competition naturally tends to lower its profit ; and
when there is a like increase of stock in all the different trades carried

on in the same society, the same competition must produce the same
effect in them all. 1

It is not easy, it has already been observed, to ascertain what are the Therate is
difficult to

average wages of labour even in a particular place, and at a particular ascertain.
time. We can, even in this case, seldom determine more than what

are the most usual wages. But even this can seldom be done with
regard to the profits of stock. Profit is so very fluctuating, that the
person who carries on a particular trade cannot always tell you himself
what is the average of his annual profit. It is affected, not only by

every variation of price in the commodities which he deals in, but by
the good or bad fortune both of his rivals and of his customers, and by
a thousand other accidents to which goods when carried either by sea

or by land, or even when stored in a warehouse, are liable. It varies,
therefore, not only from year to year, but from day to day, and almost
from hour to hour. To ascertain what is the average profit of all the
different trades carried on in a great kingdom, must be much more
difficult ; and to judge of what it may have been formerly, or in remote
periods of time, with any degree of precision, must be altogether im-
possible.

1 [This statement is somewhat amplified below, p. 335, where the increasing intensity of
the competiUon between the owners of capital is attributed to the gradually increasing chffi-
_qlty of finding ' a profitable method of employing any new capaal '. ]

(89)
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bet maybe But though it may be impossible to determine with any degree of
inferred
fromthe precision, what are or were the average profits of stock, either in the
rateofin- present, or in ancient times, some notion may be formed of them fromterest,

the interest of money. 1 It may be laid down as a maxim, that wher-
ever a great deal can be made by the use of money, a great deal will
,'ommonly be given for the use of it ; and that wherever little can be

made by it, less will commonly be given for it. _ According, therefore,
..s the usual market rate of interest varies in any country, we may be
,Lssured that the ordinary profits of stock must vary with it, must sink

as it sinks, and rise as it rises. The progress of interest, therefore, may
lead us to form some notion of the progress of profit.

whichhas By the 37th of Henry VIII. 3 all interest above ten per cent. wasfallen in
Eag_nd, declared unlawful. More, it seems, had sometimes been taken before

that. In the reign of Edward VI. religious zeal prohibited all interest. 4
This prohibition, however, like all others of the same kind, is said to

have produced no effect, and probably rather increased than diminished
the evil of usury. The statute of Henry VIII. was revived by the 18th
of Elizabeth, cap. 8.5 and ten per cent. continued to be the legal rate
of interest till the 21st of James I.6 when it was restricted to eight per
cent. It was reduced to six per cent. soon after the restoration7 and

1 [Defined above, p. 54. ]
2 [But that interest will not always bear the same proportion to profit is recognised below,

PP. 98 , 99-]
[C. 9, ' an act against usury '. On the ground that previous Acts and laws had been

obscure it repeals them all, and prohibits the repurchase of goods sold within three months
before, and the obtaining by any device more than io per cent. per annum for forbearing
payment ef money. Its real effect was to legahse interest up to io per cent.]

4 [5 & 6 Ed. VI., c. ,2o, forbs.de all interest, and repeated 37 Hen. VIII., c. 9, alleging in its
preamble that that Act was not intended to allow usury, as ' divers persons blinded with in-
ordu_ate love of themselves '. imagined, but was intended against all usury, ' and yet neverthe-
less me same was by the said act permitted for the avoiding of a more ill and inconvenience
that before that time was used '.]

5 [On the ground that 5 & 6 EeL VI., c. 2o, ' hath not done so much good as was hoped it
should but rather the said vice of usury and especially by way of sale of wares and shifts of
interest hath much more exceedingly abounded to the utter undoing of many gentlemen,
merchants, occupiers and other'.]

6 [C. 17, which alleges that the fall of prices which had taken place made the maintenance
of ' so high a rate' as io per cent. prejudicial to agriculture and commerce, and therefore
reduces the maxmmm to 8 per cent. for the future. It concludes with the very empty proviso
that ' no words in this law contained shall he construed or expounded to allow the practice of
usury in point of religion or conscience '.]

7[It had already been so reduced by a Commonwealth Act of Parliament, passed in
August, i651, which adopts the reasons given by 2_ Jac. I., c. 17. But of course this, like
other Acts of the Commonwealth, had to be ignored by the Restoration Parliament, which,
by I2 Car. IL, c. 13, re-made the reduction on the grounds that the abatement of interest
from xo per vent. ' in former times hath been found by notable experience henefieial to the
advancement of trade and improvement of lands by good husbandry, with many other eon-
siderable advantages to this nation, especially the reducing of it to a nearer proportion with
foreign states with whom we traffic,' and because ' in fresh memory the like fall from eight
to six in the hundred by a late constant practice hath found the like success to the general
contentment of this nation as is visible by several improvements,' while ' it is the endeavour
of some at present to reduce it back again in practice to the allowance of the statute still irl
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by the 12th of Queen Anne, 1 to five per cent. All these different
statutory regulations seem to have been made with great propriety.

They seem to have followed and not to have gone before the market
rate of interest, or the rate at which people of good credit usually
borrowed. Since the time of Queen Anne, five per cent. seems to have
been rather above than below the market rate. Before the late war,_

the government borrowed at three per cent. ;_ aud people of good
credit in the capital, and in many other parts of the kingdom, at three
and a half, four, and four and a half per cent.

Since the time of Henry VIII. the wealth and revenue of the country whilewealthhas been in-
have been eontinuaUy advancing, and, in the course of their progress, creasing.
their pace seems rather to have been gradually accelerated than re-

tarded. They seem, not only to have been going on, but to have been
going on faster and faster. 4 The wages of labour have been continually
increasing during the same period, and in the greater part of the
different branches of trade and manufactures the profits of stock have
been diminishing.

It generally requires a greater stock to carry on any sort of trade in Pro_tsarelower in
a great town than in a country village. The great stocks employed in towns._here

there is
every branch of trade, and the number of rich competitors, generally m.ch stock,

than in the
reduce the rate of profit in the former below what it is in the latter, country,

where there
But the wages of labour are generally higher in a great town than in a is httle.
country village. In a thriving town the people who have great stocks
go employ, frequently cannot get the number of workmen they want,
and therefore hid against one another in order to get as many as they
can, which raises the wages of labour, and lowers the profits of stock.
In the remote parts of the country there is frequently not stock sufficient
to employ all the people, who therefore bid against one another in order
go get employment, which lowers the wages of labour, and raises the
profits of stock.

force to eight in the hundred to the great discouragement of ingenuity and industry in the
husbandry trade and commerce of this nation.']

1 [By x2 Ann. st. 2, c. z6, which speaks of the benefit to trade and agriculture resulting
from the earlier reductions, of the'burdens which the war had laid on landowners, and of the
decay of foreign trade owing to the high interest and profit of money at home, which things
made it ' absolutely necessary to reduce the high rate of interest' to a nearer proportion w_th
the interest allowed in foreign states.]

s [That of x756-x763. ]
s [Holders of 4 per cent. annuities who declined to accept in exchange new stock bearing

interest for some years at 3½ and afterwards at 3 per cent. were paid off by means of money
raised by a 3 per cent. loan in I75 o. See Sinclair, Hzs/ory of Publz_ Revenue, x785, pt.
ii., p. rx 3. From that time till the begmning of I755 the 3 per cents, were usually above par.
Then they gradually sank to 63 in January, x762 ; rose to 96 in March, x763 ; fell again to
80 in October, x764 ; after that they were seldom above 9° before the publication of the
Wealth of Nations (Sinclair, op. cir., pt. iii., x79o, Appendix iii.). The pohey of a legal
regulation of interest is discussed below, pp. 338, 339.]

4 [Be.low, pp. _26, 327 .]
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Int_estis In Scotland, though the legal rate of interest is the same as in
higher in
Scot,hal. England, the market rate is rather higher. People of the best credit
I poorcoun- there seldom borrow under five per cent. Even private bankers intry, than in

England. Edinburgh give four per cent. upon their promissory notes, of which
payment either in whole or in part may be demanded at pleasure.
Private bankers in London give no interest for the money which is

deposited with them. There are few trades which cannot be carried on
with a smaller stock in Scotland than in England. The common rate

of profit, therefore, must be somewhat greater. The wages of labour,
it has already been observed, are lower in Scotland than in England. 1
The country too is not only much poorer, but the steps by which it
advances to a better condition, for it is evidently advancing, seem to

be much slower and more tardy. _
So tooin The legal rate of interest in France has not, during the course of the
Fysncc, a
country present century, been always regulated by the market rate. 3 In 1720
Ferobably

ss rich interest was reduced from the twentieth to the fiftieth penny, or from

thanEng. five to tWO per cent. In 1724 it was raised to the thirtieth penny, orland,

to 3_ per cent. In 17°5 it was again raised to the twentieth penny,

or to five per cent. In 1766, during the administration of Mr. Laverdy,
it was reduced to the twenty-fifth penny, or to four per cent. The
Abbe Terray raised it afterwards to the old rate of five per cent. The
supposed purpose of many of those violent reductions of interest was
to prepare the way for reducing that of the public debts ; a purpose
which has sometimes been executed. France is perhaps in the present
times not so rich a country as England ; and though the legal rate of
interest has in France frequently been lower than in England, the
market rate has generally been higher ; for there, as in other countries,
they have several very safe and easy methods of evading the law. 4
The profits of trade, I have been assured by British merchants who
had traded in both countries, are higher in France than in England ;
and it is no doubt upon this account that many British subjects chuse
rather to employ their capitals in a country where trade is in disgrace,
than in one where it is highly respected. The wages of labour are
lower in France than in England. When you go from Scotland to
England, the difference which you may remark between the dress and
countenance of the common people in the one country and in the other,
sufficiently indicates the difference in their condition. The contrast is

1 [Above, p. 78.] 2[Below, p. i9o.]
s See Denisart, Article Taux des Interets, tom. hi. p. x8. [J. B. Denisart, Collection de

dlciswns nouvelles et de nottons relatives d la jurisprudence actuelle, 7th ed., i_i, $.v.
Int&et, subdivision Taux des Int6r_ts. This does not go so far ms the reductaon of z766. The
note appears first in ed. 2.]

_[Below, p. 339.]
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still greater when you return from France. France, though no doubt
a richer country than Scotland, seems not to be going forward so fast.
It is a common and even a popular opinion in the country, that it is

going backwards; an opinion which, I apprehend, is ill-foLmded even
with regard to France, but which nobody can possibly entertain with

regard to Scotland, who sees the country now, and who saw it twenty
or thirty years ago.

The province of Holland, on the other hand, in proportion to the but lowerinHolland,
extent of its territory and the number of its people, is a richer country whichisricher than

than Rngland. The government there borrow at two per cent., and England.
private people of good credit at three. The wages of labour are said
to be higher in Holland than in England, and the Dutch, it is well
known, trade upon lower profits than any people in F_urope. The trade
of Holland, it has been pretended by some people, is decaying, and it

may perhaps be true that some particular branches of it are so. But
these symptoms seem to indicate sufficiently that there is no general
decay. When profit diminishes, merchants are very apt to complain
that trade decays ; though the diminution of profit is the natural effect
of its prosperity, or of a greater stock being employed in it than before.
During the late war the Dutch gained the whole carrying trade of
France, of which they still retain a very large share. The great
property which they possess both in the French and Ealglish funds,
about forty millions, it is said, in the latter (in which I suspect, how-
ever, there is a considerable exaggeration); 1 the great sums which
they lend to private people in countries where the rate of interest is
higher than in their own, arc circumstances which no doubt demonstrate
the redundancy of their stock, or that it has increased beyond what
they can employ with tolerable profit in the proper business of their
own country: but they do not demonstrate that that business has
decreased. As the capital of a private man, though acquired by a

1 [Postlethw_yt, l_ctionary ofCoramerce, 2nd ed., i757, vol. L, p. 877, S.V. Funds, says
that the amount of British funds held by foreigners has been estimated by some at one-fifth
and by others at one-fourth of the whole debt. But Magens, Universal l_lerckant (eO,
Hor_y), x753, p. z3, thought it ' more than probable that foreigners are not concerned
in anything l_e one-fourth '. He had been informed ' that mat of the money whach the
Dutch have here is in Bank, East India and South Sea stocks, and that their interest in them
mtght amount to one-third of the whole '. Fairman, Account of the Pubhc Funds, 7th ed.,
x8z4, p. 2u9, quotes ' an account drawn up in the year i762, showing how much of the
several funds transferable at the Bank of England then stood m the names of foreigners,'
which is also in Sinclair, History oflhe Publzc Revenue, pt. hi., I79O, p. 366. From thLs it
appears that foreigners held ._',4,627,858 of Bank stock and £xo,328,537 in the other funds,
which dad not include South Sea and East Indm stock. Fairman had reason to believe that

the South Sea holding amounted to _2,5oo,ooo and the East Indian to more than _5oo,o0o,
which would make in all about _x8,ooo,ooo. In x8o6, he says, the total claiming exemption
from income tax (foreigners were exempt) was _fx8,5oo,ooo, but thLs did not include Bank
stock.]
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particular trade, may increase beyond what he can employ in it, and
yet that trade continue to increase too ; so may likewise the capital of
a great nation.

In the pecu- In our North American and West Indian colonies, not only the wages
liar case of
newco_o_ies of labour, but the interest of money, and consequently the profits of
highwages stock, are higher than in England. In the different colonies both theand high

profitsgo legal and the market rate of interest run from six to eight per cent.together,

butprofits High wages of labour and high profits of stock, however, are things,gradually
diminish, terhaps, which scarce ever go together, except in the peculiar circum-

stances of new colonies. A new colony must always for some time be
more under-stocked in proportion to the extent of its territory, and
more under-peopled in proportion to the extent of its stock, than the
greater part of other countries. They have more land than they have
stock to cultivate. What they have, therefore, is applied to the
cultivation only of what is most fertile and most favourably situated,
the land 1 near the sea shore, and along the banks of navigable rivers.
Such land too is frequently purchased at a price below the value even
of its natural produce. Stock employed in the purchase and improve-
ment of such lands must yield a very large profit, and consequently
afford to pay a very large interest. Its rapid accumulation in so
profitable an emplo3_nent enables the planter to increase the number
of his bands faster than he can find them in a new settlement. Those

whom he can find, therefore, are very liberally rewarded. As the
colony increases, the profits of stock gradually diminish. When the
most fertile and best situated lands have been all occupied, less profit
can be made by the cultivation of what is inferior both in soil and
situation, and less interest can be afforded for the stock which is so

employed. In the greater part of our colonies, accordingly, both the
legal and the market rate of interest have been considerably reduced
during the course of the present century. As riches, improvement,
and population have increased, interest has declined. The wages of
labour do not sink with the profits of stock. The demand for labour
increases with the increase of stock whatever be its profits ; and after
these are diminished, stock may not only continue to increase, but to
increase much faster than before. It is with industrious nations who

are advancing in the acquisition of riches, as with industrious indivi-
duals. A great stock, though with small profits, generally increases
faster than a small stock with great profits. Money, says the proverb,
makes money. When you have got a little, it is often easy to get
more. The great difficulty is to get that little. The connection

1 [Eds. x- 3 read ' lands '.]
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between the increase of stock and that of industry, or of the demand
for useful labour, has partly been explained already, 1 but will be

explained more fully hereafter 2 in treating of the accumulation of
stock.

The acquisition of new territory, or of new branches of trade, may Newterri-tories and
sometimes raise the profits of stock, and with them the interest of tradesmay

ratse profits
money, even in a country which is fast advancing in the acquisition of evenin a
riches. The stock of the country not being sufficient for the whole counFy_d-vancmg in

accession of business, which such acquisitions present to the different riches.

people among whom it is divided, is applied to those particular branches
only which afford the greatest profit. Part of what had before been em-
ployed in other trades, is necessarily withdrawn from them, and turned
into some of the new and more profitable ones. In all those old trades,
therefore, the competition comes to be less than before. The market
comes to be less fully supplied with many different sorts of goods.
Their priee necessarily rises more or less, and yields a greater profit to
those who deal in them, who can, therefore, afford to borrow at a higher
interest. For some time after the conclusion of the late war, not only

private people of the best credit, but some of the greatest companies
in London, eommonly borrowed at five per cent. who before that had
not been used to pay more than four, and four and a half per cent.

The great accession both of territory and trade, by our acquisitions in
North America and the West Indies, will sufficiently account for this,

without supposing any diminution in the capital stock of the society.
So great an accession of new business to be carried on by the old stock,
must necessarily have diminished the quantity employed in a great
number of particular branches, in which the competition being less, the
profits must have been greater. I shall hereafter 3 have occasion to
mention the reasons which dispose me to believe that the capital stock
of Great Britain was not diminished even by the enormous expenee of
the late war.

The diminution of the capital stoek of the soeiety, or of the funds Diminution
of capital

destined for the maintenance of industry, however, as it lowers the stockraise_

wages of labour, so it raises the profits of stock, and consequently the proat_.
interest of money. By the wages of labour being lowered, the owners
of what stock remains in the society can bring their goods at less expenee
to market than before, and less stock being employed in supplying the
market than before, they can sell them dearer. 4 Their goods cost them
less, and they get more for them. Their profits, therefore, being

1 [Above, pp. 66-70. ] s [Below, pp. 3x3-33x.]
t [Below, pp. 3a7, 3#8 ; vol. ii., p. 4x4 .] 4 [Eds. i and a read ' cheaper'.]
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augmented at both ends, can well afford a large interest. The great
fortunes so suddenly and so easily acquired in Bengal and the other
British settlements in the East Indies, may satisfy us that, as the wages

of labour are very low, so the profits of stock are very high in those
ruined countries. The interest of money is proportionably so. In Ben-

gal, money is frequently lent to the farmers at forty, fifty, and sixty per
cent. and the sueceeding crop is mortgaged for the payment. As the
profits which can afford such an interest must eat up almost the whole
rent of the landlord, so such enormous usury must in its turn eat up the

greater part of those profits. Before the fall of the Roman republic, a
usury of the same kind seems to have been common in the provinces,
under the ruinous administration of their proconsuls. The virtuous

Brutus lent money in Cyprus at eight-and-forty 1 per cent. as we learn
from the letters of Cicero. '2

Ina country In a country which had acquired that fall complement of riches which
as rich as it
possibly the nature of its soil and climate, and its situation with respect to other
couldbe. countries, allowed it to acquire ; which could, therefore, advance noprofits as

wenas further, and which was not going backwards, both the wages of labourwages would

beverylow. and the profits of stock would probably be very low. In a country fully
peopled in proportion to what either its territory could maintain or its
stock employ, the competition for employment would necessarily be so
great as to reduce the wages of labour to what was barely sufficient to
keep up the number of labourers, and, the country being already fully
peopled, that number could never be augmented. In a country fully
stocked in proportion to all the business it had to transact, as great a
quantity of stock would be employed in every particular branch as the
nature and extent of the trade would admit. The competition, there-
fore, would every-where be as great, and consequently the ordinary
profit as low as possible.

butthere But perhaps no country has ever yet arrived at this degree of opu-
has never
yet _en lence. China seems to have been long stationary, and had probably
anysuch long ago acquired that full complement of riches which is consistentcountry.

with the nature of its laws and institutions. But this complement may
be much inferior to what, with other laws and institutions, the nature
of its soil, climate, and situation might admit of. A country which

neglects or despises foreign commerce, and which admits the vessels of

l [F__ i reads ' five and forty,' 8 havmg probably been misread as 5-
s lad Atticum, VI., i., 5, 6. Cicero had arranged that a six-year-old debt should be repaid

with interest at the rate of xa per cent. per annum, the principal being increased by that
amount for each of the six years. Tins would have very nearly doubled the p.fi.neipal, but
Brutus, through hts agent, kept askang for 48 per cent., which would have multlp_ed It by
more than fifteen. However, Cicero asserted that the x2 per cent. would have satisfied the
cruellest usurer_ ]
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foreign nations into one or two of its ports only, cannot transact the
same quantity of business which it might do with different laws and
institutions. In a country too, where, though the rich or the owners
of large capitals enjoy a good deal of security, the poor or the owners
of small capitals enjoy scarce any, but are liable, under the pretence of
justice, to be pillaged and plundered at any time by the inferior manda-
rines, the quantity of stock employed in all the different branches of
business transacted within it, can never be equal to what the nature
and extent of that business might admit. In every different branch,
the oppression of the poor must establish the monopoly of the rich,
who, by engrossing the whole trade to themselves, will be able to make
very large profits. Twelve per cent. accordingly is said to be the
common interest of money in China, and the ordinary profits of stock
must be sufficient to afford this large interest.

A defect in the law may sometimes raise the rate of interest con- Interestis
raised by

siderably above what the condition of the country, as to wealth or defectiveen-
poverty, would require. When the law does not enforce the perform- forcementof contractl,

ante of contracts, it puts all borrowers nearly upon the same footing
with bankrupts or people of doubtful credit in better regulated
countries. The uncertainty of recovering his money makes the lender
exact the same usurious interest which is usually required from hank-
rupts. Among the barbarous nations who over-run the western pro-
vinees of the Roman empire, the performance of contracts was left for
many ages to the faith of the contracting parties._ The courts of
justice of their kings seldom intermeddled in it. The high rate of
interest which took place in those ancient times may perhaps be partly
accounted for from this cause.

When the law prohibits interest altogether, it does not prevent it. andbypro-hibition.
Many people must borrow, and nobody will lend without such a con-

sideration for the use of their money as is suitable, not only to what
can be made by the use of it, but to the difficulty and danger of evad-
ing the law. The high rate of interest among all Mahometan nations
is accounted for by Mr. Montesquieu, not from their poverty, but

partly from this, 2 and partly from the difficulty of reeovering the
money. 3

The lowest ordinary rate of profit must always be something more The lowest
rate of profit

than what is sufficient to compensate the occasional losses to which mustbe

1[Lectures, pp. I3o-x 34-] _ [/. e., the danger of evading the law. ]
3 [Esprit des lots, liv. xxii., ch. 19, ' L'usure augrnente darts les pays mahorn6tans tt

priori de la s6v6rit6 de la defense : le pr&eur s'indemnise du l:_ril de la contravention.
Dam ees pays d'Orient, la plupart des hommes n'ont rien d'assur6 ; il n'y a presque point de
rapport entre la possession aetuelle d'une somme et resp6ranee de la ravoir aprbs l'a,voir
pr_t6e : l'usure y attgraente donc tt proportion du p6ril de l'insolvabilit6.']

VOL. I.--_'
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morethan every employment of stock is exposed. It is this surplus only which
< enough to

compensate is neat or clear profit. What is called gross profit comprehends fre-
losses, quently, not only this surplus, but what is retained for compensating

such extraordinary losses. The interest which the borrower can afford
to pay is in proportion to the clear profit only.

andsomust The lowest ordinary rate of interest must, in the same manner, be
the lowest
rate of something more than sufficient to compensate the occasional losses to
interest, which lending, even with tolerable prudence, is exposed. Were it not

more, charity or friendship could be the only motives for lending.
In a country In a country which had acquired its full complement of riches, where
as rich as tt

possibly ill every particular branch of business there was the greatest quantity
couldbem- of stock that could be employed in it, as the ordinary rate of clearterest would

be so low profit would be very small, so the usual market rate of interest whichthat only

the wealthi- could be afforded out of it, would be so low as to render it imposmble
eat people

couldhveon for any but the very wealthiest people to live upon the interest oftt.

their money. All people of small or middling fortunes would be
obliged to superintend themselves the employment of their own stocks.
It would be necessary that ahnost every man should be a man of busi-
ness, or engage in some sort of trade. The province of Holland seems
to be approaching near to this state. It is there unfashionable not to
be a man of business. 1 Necessity makes it usual for almost every man
to be so, and custom every where regulates fashion. As it is ridicu-

lous not to dress, so is it, in some measure, not to be employed, like
other people. As a man of a civil profession seems awkward in a
camp or a garrison, and is even in some danger of being despised
there, so does an idle man among men of business.

The highest The highest ordinary rate of profit may be such as, in the price of
rate of profit
wouldeatup the greater part of commodities, eats up the whole of what should go
all rent and
le,ve only to the rent of the land, and leaves only what is sufficient to pay the
wages, labour of preparing and bringing them to market, according to the

lowest rate at which labour can any-where be paid, the bare subsist-
cnce of the labourer. The workman must always have been fed in
some way or other while he was about the work ; but the landlord
may not always have been Paid. The profits of the trade which the
servants of the East India Company carry on in Bengal may not per-
haps be very far from this rate. 2

The propor. The proportion which the usual market rate of interest ought to
tion of inter-

est toprofit bear to the ordinary rate of clear profit, necessarily varies as profit

a [Joshua Gee, Trade and gavzga/ian of Great Britazn Considered, x7ug, p. x28, notices
the fact of the Dutch being all engaged in trade and ascribes it to the deficiency of valuable

land.]
_[See below, vol. ii., pp. 138 , x39.]
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rises or falls. Double interest is in Great Britain reckoned, what r_s_ndfalls with

the merchants call, a good, moderate, reasonable profit ; terms which _e rateof
I apprehend mean no more than a common and usual profit. In a profit.
country where the ordinary rate of clear profit is eight or ten per
cent., it may be reasonable that one half of it should go to interest,
wherever business is carried on with borrowed money. The stock is
at the risk of the borrower, who, as it were, insures it to the lender ;

and four or five per cent. may, in the greater part of trades, be both a
sufficient profit upon the risk of this insurance, and a sufficient recom-

pence for the trouble of employing the stock. But the proportion
between interest and clear profit might not he the same in countries
where the ordinary rate of profit was either a good deal lower, or a

good deal higher. If it were a good deal lower, one half of it perhaps
could not be afforded for interest ; and more might be afforded if it
were a good deal higher.

In countries which are fast advancing to riches, the low rate of profit Countrieswith low

may, in the price of many commodities, compensate the high wages of profitscan
sell as cheap

labour, and enable those countries to sell as cheap as their less thriving as those

neighbours, among whom the wages of labour may be lower, wageswithlow;
In reality high profits tend much more to raise the price of work andinreality high

than high wages. If in the linen manufacture, for example, the wages profitstendto raise
of the different working people, the flax-dressers, the spinners, the pricesmore

than high
weavers, &c. should, all of them, be advanced two pence a clay; it wages.
would be necessary to heighten the price of a piece of linen only by a
number of two pences equal to the number of people that had been
employed about it, multiplied by the number of days during which
they had been so employed. That part of the price of the commodity
which resolved itself into wages would, through all the different stages
of the manufacture, rise only in arithmetical proportion to this rise of
wages. But if the profits of all the different employers of those working
people should be raised five per cent. that part of the price of the
commodity which resolved itself into profit, would, through all the
different stages of the manufacture, rise in geometrical proportion to
this rise of profit. The employer of the flax-dressers would in selling
his flax require an additional five per cent. upon the whole value of
the materials and wages which he advanced to his workmen. The
employer of the spinners would require an additional five per cent.
both upon the advanced price of the flax and upon the wages of the
spinners. And the employer of the weavers would require a like five
per cent. both upon the advanced price of the linen yarn and upon the
wages of the weavers. In raising the price of commodities the rise of
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if wages operates in the same manner as simple interest does in thesccumulation of debt. The rise of profit operates like compound

! interest) Our merchants and master-manufacturers complain much

| of the bad effects of high wages in raising the price, and thereby
[ lessening the sale of their goods both at home and abroad. They say
I nothing concerning the bad effects of high profits. They are silent
[ with regard to the pernicious effects of their own gains. They com-
| plain only of those of other people. 2

1[According to the view of the sub leet here set forth, if the three employers each spend _'xoo
in wages and materials, and profits are at first 5 per cent. and then rise to xo per cent., the
finished commodity must rise from ._'331 os. 3d. to _364 "2s., while if, on the other hand, the
wages rise from _ioo to _io 5, the commochty will only rise to _347 rls. 3d. It is assumed
eather that profits mean profits on turn-over and. not on capital per annum, or else that the
employers each have their capital turned over once a year, But even when one or other of there
assumptions is granted, It is clear that the ' simple interest' may e,asily be greater than the
' compound '. In the examples just given we doubled profits, but only added one-twentieth to
wages. If we double wages and leave profits at 5 _ cent., the commochty should rise
from _33i os. 3d. to _662 _. 6d.]

2 [This paragraph is not med. I ; the epigram at the end, however, did not make its ap-
pearance here for the first Ume in ed. a, since It oceurs m a sightly less polished form in vol.
n., p. xoo.]



CHAPTER X

OF WAGES AND PROFIT IN THE DIFFERENT EMPLOYMENTS OF LABOUR AND

STOCK 1

THE whole of the advantages and disadvantages of the different Advantage_and disad-
JL employments of labour and stock must, ill the same neighbour- vantages

tend to
hood, be either perfectly equal or continually tending to equality. If equality
in the same neighbourhood, there was any employment evidently wherethereis perfect

either 2 more or less advantageous than the rest, so many people would hberty.
crowd into it in the one case, and so many would desert it in the other,
that its advantages would soon return to the level of other employments.
This at least would be the case in a society where things were left to
follow their natural course, where there was perfect liberty, _ and where
every man was perfectly free both to chuse what occupation he thought
proper, and to change it as often as he thought proper. Every man's
interest would prompt him to seek the advantageous, and to shun the
disadvantageous employment.

Pecuniary wages and profit, indeed, are every-where in Europe Actualdif.
ferences of

extremely different according to the different employments of labour pecuniary
wages and

and stock. But this difference arises partly from certain circumstances profitsare

in the employments themselves, which, either really, or at least in the duepardytocounter.

imaginations of men, make up for a small pecuniary gain in some, and balancingcircum-

counter-balance a great one in others; and partly from the policy of stancesandpartly to
Europe, which no-where leaves things at perfect liberty, wantof per.

The particular consideration of those circumstances and of that feet liberty
policy will divide this chapter into two parts.

1 [The general design of this chapter, as well as many of tts details, was doubtless suggested
by Cantillon, Essai, Ix. I, chaps, vii. and viii. The first of these chapters is headed : ' Le
travail d'un laboureur vaut moias que celm d'un artrsan,' and the second" ' Les artisans
gagnent tea uns plus lea autres moins selon lea c.as et lea circonstanees diff_rentes' The
second ends thus : ' Par ees inductaons et cent autres qu'on pourra_t tirer de l'exp_rienee or-
dinaire, on peut voir facilement que la diff_a_nce de prtx qu'on pale pour le travail journaher
eat fond6e sur des raisons naturelles et sensibles. '_

*lEd. I reads ' either ewdently'.] z [Above pp. 58, 64._

001)
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PART I

Inequalities a_ing j'rom the Nature of the Employment_ themselves 1

rher. ure THE five following are the principal circumstances which, so far asfive counter-
balancing At_ I have been able to observe, make up for a small pecuniary gain
circum- in some employments, and counter-balance a great one in others : first,itances :

the agreeableness or disagreeableness of the employments themselves ;
secondly, the easiness and cheapness, or the difficulty and expenee of
learning them; thirdly, the constancy or inconstancy of employment

in them ; fo.urthly, the small or great trust which must be reposed in
those who exercise them ; and fifthly, the probability or improbability
of success in them.

O)WaGes First, The wages of labour vary with the ease or hardship, the cleanli-
viry with
the agree, hess or dirtiness, the honourableness or dishonourableness of the em-
ableness of
the employ- ployment. Thus in most places, take the year round, a journeyman
ment. taylor earns less than a journeyman weaver. His work is much easier.

A journeyman weaver earns less than a journeyman smith. His work
is not always easier, but it is much cleanlier. A journeyman blacksmith,
though an artificer, seldom earns so much in twelve hours as a collier,
who is only a labourer, does in eight. His work is not quite so dirty,
is less dangerous, and is carried on in day-light, and above ground.
Honour makes a great part of the reward of all honourable professions.
In point of pecuniary gain, all things considered, they are generally
under-recompensed, as I sball endeavour to show by and by. '2 Disgrace
has the contrary effect. The trade of a butcher is a brutal and an
odious business; but it is in most places more profitable than the
greater part of common trades. The most detestable of all employ-
ments, that of public executioner, is, in proportion to the quantity of
work done, better paid than any common trade whatever_

Someyew Hunting and fishing, the most important employments of mankind
agreeable
employ- in the rude state of society, become in its advanced state their most
merits are
exceedingly agreeable amusements, and they pursue for pleasure what they once
illpaid. followed from necessity. In the advanced state of society, therefore,

they are all very poor people who follow as a trade, what other people

a [The foregoing introductory paragraphs would lead a logical reader to expect part I
of the chapter to be entitled : ' Inequalities of pecuniary wages and profit which anerely
counterbalance inequalities of other advantages and dLsadvantages.' The rather obscure title
actually chosen is due to the fact that nearly a quarter of the part is occupied by a discussion
of three further conditions which must be present in addition to ' perfect freedom ' ha order to
bring about the equahty of total advantages and disadvantages. The chapter would have
been clearer if this &seussion had been placed at the beginning, but it was probably an after-
thought.]

2 [Below, pp. xo 7, Io8.]
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pursue as a pastime. Fishermen have been so since the time of 1
Theocritus. A poacher is every-where a very poor man in Great
Britain. In countries where the rigour of the law suffers no poachers,
the licensed hunter is not in a much better condition. The natural

taste for those employments makes more people follow them than can
live comfortably by them, and the produce of their labour, in proportion
to its quantity, comes always too cheap to market to afford anything
but the most scanty subsistence to the labourers.

Disagreeableness and disgrace affect the profits of stock in the same The same
thing is true

manner as the wages of labour. The keeper of an inn or tavern, who of profits.
is never master of his own house, and who is exposed to the brutality of
every drunkard, exercises neither a very agreeable nor a very creditable
business. But there is scarce any common trade in which a small
stock yields so great a profit.

Secondly, The wages of labour vary with the easiness and cheapness, _ wages
vary with

or the diflleulty and expenee of learning the business, the costof
learning the

When any expensive machine is erected, the extraordinary work to business.
be performed by it before it is worn out, it must be expected, will re-
place the capital laid out upon it, with at least the e ordinary profits. A
man educated at the expence of much labour and time to any of those
employ, merits which require extraordinary dexterity and skill, may be
compared to one of those expensive machines. Tim work which he

learns to perform, it must be expected, over and above the usual wages
of common labour, will replace to him the whole expence of his educa-
tion, with at least the ordinary profits of an equally valuable capital.
It must do this too in a reasonable time, regard being had to the very
uncertain duration of human life, in the same manner as to the more
certain duration of the machine.

The difference between the wages of skilled labour and those of
common labour, is founded upon this principle.

The policy of Europe considers the labour of all mechanics, artificers, Thecostof
apprentice-

and manufacturers, as skilled labour ; and that of all country labourers sh,p_c-
counts for

as common labour. It seems to suppose that of the former to be of a thewagesof
rnanufac-

more nice and delicate nature than that of the latter. It is so perhaps turers being
in some cases • but in the greater part it is quite otherwise, as I shall higherthanthose of

endeavour to shew by and by. 3 The laws and customs of Europe, there- countrylabourers

fore, in order to qualify any person for exercising the one species of
labour, impose the necessity of an apprenticeship, though with different
degrees of rigour in different places. They leave the other free and

1 See Idyllium xxi. [This merely describes the hfe of two poor fishermen. The note
appears first in ed. _.]

S[Ed. i reads 'its'.] s[Below, p. x28.]



10¢ NATURAL INEQUALITIES OF [BK. I

open to every body. During the continuance of the apprenticeship,
the whole labour of the apprentice belongs to his master. In the mean

time he must, in many eases, be maintained by his parents or relations,
and in almost all eases must be cloathed by them. Some money too is

eommonly given to the master for teaching him his trade. They who
ealmot give money, give time, or become bound for more than the usual
number of years ; a consideration which, though it is not always advan-
tageous to the master, on account of the usual idleness of apprentices,
is always disadvantageous to the apprentice. In country labour, on the
contrary, the labourer, while he is employed about the easier, learns
the more difficult parts of his business, and his own labour maintains
him through all the different stages of his employment. It is reason.
able, therefore, that in Europe the wages of mechanics, artificers, and
manufacturers, should be somewhat higher than those of common

labourers} They are so accordingly, and their superior gains make
them in most places be considered as a superior rank of people. This
superiority, however, is generally very small ; the daily or weekly earn-
ings of journeymen in the more common sorts of manufactures, such as
those of plain linen and woollen cloth, computed at an average, are, in
most places, very little more than the day wages of common labourers.
Their employment, indeed, is more steady and uniform, and the superior-
ity of their earnings, taking the whole year together, may be somewhat
greater. It seems evidently, however, to be no greater than what is
sufficient to compensate the superior expenee of their education.

Education Education in the ingenious arts and in the liberal professions, is stillfor liberal
professions more tedious and expensive. The pecuniary reeompenee, therefore, of
is more
costly and painters and sculptors, of lawyers and physicians, ought 2 to be much
the pecuni-
_y recom- more liberal : and it is so accordingly.
peaseconse- The profits of stock seem to be very little affected by the easiness orquently

higher, difficulty of learning the trade in which it is employed. All the differentProfits are
not much ways in which stock is commonly employed in great towns seem, in
affected by
this circum, reality, to be almost equally easy and equally difficult to learn. One
stance, branch either of foreign or domestic trade, cannot well be a much more

intricate business than another.

1 [This argument seems to be modelled closely on CantiUon, Essai, pp. 23, a4, but pro-
bably also owes something to Mandevflle, _'able of the Bees, pL i1., dialogue w., voL ii.,
p. 423. Cp. Lectures, pp. x73-I75.]

s [The ' ought' is equivalent to ' it is reasonable they should be' in the previous paragraph,
and to ' must ' m ' must not only mmntmn him while he is idle ' on p. xo S. Cp. ' dolvent' in
Canullon, Essai, p. 24 : ' Ceux done qm emploient des artisans ou gens de mdUer, dolvent
ndcessairement payer leur travail plus haut que celui d'tm laboureur ou manoeuvre.' The
meaning need not be that it is etlfically right that a person on whose education much has been
spent should receive a large rex_rd, but only that it is economically desirable, since otherwise
there would be a deficiency of such persons.]
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Thirdly, The wages of labour in different occupations vary with the 13)Wa$e_
constancy or inconstancy of employment. 1 varywithconstancy of

Employment is much more constant in some trades than in others, employ-ment.
In the greater part of manufactures, a journeyman may be pretty sure
of employment almost every day in the year that he is able to work.
A mason or bricklayer, on the contrary, can work neither in hard frost
nor in foul weather, and his employment at all other times depends

upon the occasional calls of his customers. He is liable, in consequence,
to be frequently without any. What he earns, therefore, while he is
employed, must not only maintain him while he is idle, but make him
some compensation for those anxious and desponding moments which
the thought of so precarious a situation must sometimes occasion.
Where the computed earnings of the greater part of manufacturers,

accordingly, are nearly upon a level with the day wages of common
labourers, those of masons and bricklayers are generally from one half
more to double those wages. Where common labourers earn four and

five shillings a week, masons and bricklayers frequently earn seven
and eight; where the former earn six, the latter often earn nine and
ten, and where the former earn nine and ten, as in London, the latter

commonly earn fifteen and eighteen. No species of skilled labour,
however, seems more easy to learn than that of masons and bricklayers.
Chairmen in London, during the summer season, are said sometimes

to be employed as bricklayers. The high wages of those workmen,
therefore, are not so much the recompence of their skill, as the com-

pensation for the inconstancy of their employment.
A house carpenter seems to exercise rather a nicer and more in-

genious trade than a mason. In most places, however, for it is not
universally so, his day-wages are somewhat lower. His employment,
though it depends much, does not depend so entirely upon the oc-
casional calls of his customers ; and it is not liable to be interrupted
by the weather.

When the trades which generally afford constant employment,
happen in a particular place not to do so, the wages of the workmen
always rise a good deal above their ordinary proportion to those of
common labour. In London almost all journeymen artificers are
liable to be called upon and dismissed by their masters from day to

1 [The treatment of this head would have been clearer ff it had begun with a distinction
between ' day-wages' (mentioned lower down on the page) and annual earnings. The first
paragraph of the argument claims that annual earnings as well as day-wages will be higher
in the inconstant employment so as to counterbalance the disadvantage or repulsive force of
having ' anxious and desponding moments '. In the subsequent paragraphs, however, this
claim is lost sight of, and the discussion proceeds as if the thesis was that annual earnings are
equal though day-wages may be unequaL_
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day, and from week to week, in the same manner as day-labourers in
other places. The lowest order of "artificers, journeymen taylors, ac-
cordingly, earn there half a crown a day, 1 though eighteen pence may
be reckoned the wages of common labour. In small towns and

country villages, the wages of journeymen taylors frequently scarce
equal those of common labour ; but in London they are often many
weeks without employment, particularly during the summer.

When the inconstancy of employment is combined with the hard-

ship, disagreeableness, and dirtiness of the work, it sometimes raises
the wages of the most common labour above those of the most skilful
artificers. A collier working by the piece is supposed, at Newcastle,
to earn commonly about double, and in many parts of Scotland about
three times the wages of common labour. His high wages arise
altogether from the hardship, disagreeableness, and dirtiness of his
work. His employment may, upon most occasions, be as constant as
he pleases. The coal-hearers in London exercise a trade which in
hardship, dirtiness, and disagreeableness, almost equals that of colliers ;
and from the unavoidable irregularity in the arrivals of coal-ships, the
employment of the greater part of them is necessarily very inconstant.
If colliers, therefore, commonly earn double and triple the wages of
common labour, it ought not to seem unreasonable that coal-hearers
should sometimes earn four and five times those wages. In the en-
quiry made into their condition a few years ago, it was found that at
the rate at which they were then paid, they could earn from six to ten
shillings a day. Six shillings are about four times the wages of common
labour in London, and in every particular trade, the lowest common

earnings may always be considered as those of the far greater number.
How extravagant soever those earnings may appear, if they were more
than sufficient to compensate all the disagreeable circumstances of the

business, there would soon be so great a number of competitors as, in a
trade which has no exclusive privilege, would quickly reduce them to
a lower rate.

Constancy The constancy or inconstancy of employment cannot affect 2 the
doesnot ordinary profits of stock in any particular trade. Whether the stock isaffect pro-

_t_. or is not constantly employed depends, not upon the trade, but the
trader. 3

l [Below, p. x43 ] 2 [Misprinted ' effect' med. 5.]
5 [That ' stock' consists of actual objects seems to be overlooked here. The constancy

with which such objects can be employed is various : the constancy with which the hearse of a
village is employed depends on the number of deaths, which may be said to be ' the trade,'
and is certmnly not ' the trader '. There is no difference of profits corresponding to differences
of day-wages due to unequal constancy of employment, for the simple reason that ' profits' are
calculated by thetr amount per annum, but the rural undertaker, liable to long interruption of
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Fourthly, The wages of labour vary according to the small or great (4) Wagesvary with
trust which must be reposed in the workmen. 1 the trustto

The wages of goldsmiths and jewellers are every-where superior to be reposed.
those of many other workmen, not only of equal, but of much superior

ingenuity ; on account of the precious materials with which they are
intrusted.

We trust our health to the physician ; our fortune and sometimes
our life and reputation to the lawyer and attorney. Such col_denee

could not safely be reposed in people of a very mean or low condition.
Their reward must be such, therefore, as may give them that rank in

the society which so important a trust requires. The long time and
the great expenee which must be laid out in their education, when
eombhled with this circumstance, necessarily enhance still further the

price of their labour.
When a person employs only his own stock in trade, there is no Profitsare

trust; and the credit which he may get from other people, depends, byUnaffectedtrust

not upon the nature of his trade, but upon their opinion of his fortune,
probity, and prudence. The different rates of profit, therefore, in the
different branches of trade, cannot arise from the different degrees

of trust reposed in the traders. 2
Fifthly, The wages of labour in different employments vary according Is)Wages

vary with
to the probability or improbability of success in them. 3 theproba-

The probability that any particular person shall ever be qualified for _ijcitceY,°_f
the employment to which he is educated, is very different in different
occupations. In the greater part of mechanic trades, success is almost
certain; but very uncertain ill the liberal professions. Put your son
apprentice to a shoemaker, there is little doubt of his learning to make
a pair of shoes : But send him to study the law, it is at least twenty to

business in healthy seasons, may just as well as the bricklayer be supposed to receive ' so.me
compensation for those anxious and desponding moments which the thought of so preearmus
a situation must sometimes occasion '. ]

1 [The argument foreshadowed in the mtroduetory paragraphs of the chapter requires an
allegation that it is a disadvantage to a person to have trust reposed in him, but no such
allegation is made. CantiUon, Essaz, p. 27, says: 'lorsqu'il fant de la capaeitd et de la
ennfianee, on pale encore le travail plus eher, eomme anx joumlliers, teneurs de eompte,
eaissiers, et autres.' Hume, History, ed. of I773, vol. wii., p. 323, says : ' It is a familmr
rule in all business that every man should be paid in proportion to the trust reposed in him
and the power which he enjoys. ']

s [But some trades, e.g., that of a banker, may be necessarily confined to persons of more
than average trustworthiness, and this may raise the rate of profit above the ordinary level if
such persons are not sufficiently plentiful.]

3 [The argument under this head, which is often misunderstood, is that pecuniary wages are
(on the average, setting great gains against small ones) less m trades where there are high
prizes and many blanks. The remote possibility of obtaining one of the high prizes LSone of
the circumstances which ' in the imaginations of men make up for a small pecuniary gain'
(p. xoi). CuntiUon, Essai, p. 24, LSnot so subtle, merely making remunemUon proportionate
to risk.]
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one if ever he makes such proficiency as will enable him to live by the
business. In a perfectly fair lottery, those who draw the prizes ought
to gain all that is lost by those who draw the blanks. In a profession
where twenty fail for one that succeeds, that one ought to gain all that
should have been gained by the unsuccessful twenty. The eoumetlor
at law who, perhaps, at near forty years of age, begins to make some-

thing by his profession, ought to receive the retribution, not only of his
own so tedious and expensive education, but of that of more than

twenty others who are never likely to make any thing by it. How
extravagant soever the fees of counsellors at law may sometimes appear,
their real retribution is never equal to this. t Compute in any partienlar
place, what is likely to be annually gained, and what is likely to be
annually spent, by all the different workmen in any common trade, such
as that of shoemakers or weavers, and you will find that the former sum

will generally exceed the latter. But make the same computation with
regard to all the counsellors and students of law, in all the different inns

of court, and you will find that their annual gains bear but a very small
proportion to their annual expenee, even though you rate the former as
high, and the latter as low, as can well be done. The lottery of the
law, therefore, is very far from being a perfectly fair lottery ; and that,
as well as many other liberal and honourable professions, is,_ in point of
pecuniary gain, evidently under-reeompeneed.

Lawa,_ Those professions keep their level, however, with other occupations,
similar pro-

fessions are and, notwithstanding these discouragements, all the most generous and
nevertheless
crowded, liberal spirits are eager to crowd into them. Two different causes con-

tribute to recommend them. First, the desire of the reputation which

attends upon superior excellence in any of them; and, secondly, the
natural confidence which every man has more or less, not only in his
own abilities, but in his own good fortune.

Publicad- To excel in any profession, in which but few arrive at mediocrity, ismtration

makesapart the most decisive mark of what is called genius or superior talents.
of the re-

ward of The public admiration which attends upon such distinguished abilities,

superiorabilities,makes always a part of their reward ; a greater or smaller in propor-
tion as it is higher or lower in degree. It makes a considerable part of
that reward 3 in the profession of physic ; a still greater perhaps in that
of law ; in poetry and philosophy it makes almost the whole.

except in There are some very agreeable and beautiful talents of which the
the peculiar
c_e o_ possession commands a certain sort of admiration; but of which the
players,
opera- exercise for the sake of gain is considered, whether from reason or

singers.&c. prejudice, as a sort of public prostitution. The pecuniary reeompenee,

1 [Lectures, p. i75. ] 2 [Eds. 1-4 read ' are '.] o-[Ed. x reads ' of tt '.]
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therefore, of those who exercise them in this manner, must be sufficient,

not only to pay for the time, labour, and expence of acquiring the talents,
but for the discredit which attends the employment of them as the means
of subsistence. The exorbitant rewards of players, opera-singers, opera-
dancers, &c. are founded upon those two principles; the rarity and
beauty of the talents, and the discredit of employing them in this
manner. It seems absurd at first sight that we should despise their

persons, and yet reward their talents with the most profuse liberality.
While we do the one, however, we must of necessity do the other.
Should the public opinion or prejudice ever alter with regard to such
occupations, their pecuniary recompence would quickly diminish. More

people would apply to them, and the competition would quickly reduce
the price of their labour. Such talents, though far from being common,
are by no means so rare as is imagined. Many people possess them in
great perfection, who disdain to make this use of them ; and many more
are capable of acquiring them, if any thing could be made honourably
by them.

The over-weening conceit which the greater part of men have of their Thegreater
part of men

own abilities, is an ancient evil remarked by the philosophers and moral- havean
ists of all ages. Their absurd presumption in their own good fortune, over-ween-mg conceit

of their
has been less taken notice of. It is, however, if possible, still more abilities:

universal. There is no man living who, when in tolerable health and

spirits, has not some share of it. The chance of gain is by every man
more or less over-valued, and the chance of loss is by most men under-

valued, and by scarce any man, who is in tolerable health and spirits,
valued more than it is worth.

That the chance of gain is naturally over-valued, we may learn from lotteries
show that

the universal success of lotteries. The world neither ever saw, nor the chance

ever will see, a perfectly fair lottery; or one in which the whole gain of g_inisover-valued,

compensated the whole loss; because the undertaker could make

nothing by it. In the state lotteries the tickets are really not worth
the price which is paid by the original subscribers, and yet commonly
sell in the market for twenty, thirty, and sometimes forty per cent.
advance. The vain hope of gaining some of the great prizes is the
sole cause of this demand. The soberest people scarce look upon it as
a folly to pay a small sum for the chance of gaining ten or twenty
thousand pounds ; though they know that even that small sum is per-
haps twenty or thirty per cent. more than the chance is worth. In a
lottery in which no prize exceeded twenty pounds, though in other
respects it approached much nearer to a perfectly fair one than the
common state lotteries, there would not be the same demand for
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tickets. In order to have a better chance for some of the great prizes,
some people purchase several tickets, and others, small shares in a still
greater number. There is not, however, a more certain proposition in
mathematics, than that the more tickets you adventure upon, the more
likely you are to be a loser. Adventure upon all the tickets in the
lottery, and you lose for certain ; and the greater the number of your
tickets the nearer you approach to this certainty.

andthe That the chance of loss is frequently undervalued, and scarce ever
moderate

profitof valued more than it is worth, we may learn from the very moderate
msurerSshowsthat profit of insurers. In order to make insurance, either from fire or sea-
thechance risk, a trade at all, the common premium must be sufficient to compen-of loss is

under- sate the common losses, to pay the expence of management, and tovalued,

afford such a profit as might have been drawn from an equal capital
employed in any common trade. The person who pays no more than
this, evidently pays no more than the real value of the risk, or the
lowest price at which he can reasonably expect to insure it. But
though many people have made a little money by insurance, very few
have made a great fortune ; and from this consideration alone, it seems
evident enough, that the ordinary balance of profit and loss is not

more advantageous in this, than in other common trades by which
so many people make fortunes. Moderate, however, as the premium
of insurance commonly is, many people despise the risk too much to

care to pay it. Taking the whole kingdom at an average, nineteen
houses in twenty, or rather, perhaps, ninety-nine in a hundred, are not
insured from fire. Sea risk is more alarming to the greater part of
people, and the proportion of ships insured to those not insured is
much greater. Many sail, however, at all seasons, and even in time of
war, without any insurance. This may sometimes perhaps be done

without any imprudence. When a great company, or even a great
merchant, has twenty or thirty ships at sea, they may, as it were,
insure one another. The premium saved upon them all, may more
than compensate such losses as they are likely to meet with in the

common course of chances. The neglect of insurance upon shipping,
however, in the same manner as upon houses, is, in most cases, the
effect of no such nice calculation, but of mere thoughtless rashness and
presumptuous contempt of the risk.

Young The contempt of risk and the presumptuous hope of success, are in
people are
particularly no period of life more active than at the age at which young people
proneto chuse their professions. How little the fear of misfortune is thenOver-value

thechance capable of balancing the hope of good luck, appears still more evi-of gain and

under-value dently in the readiness of the common people to enlist as soldiers, or
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to go to sea, than in the eagerness of those of better fashion to enter theriskof
into what are called the liberal professions, los..

What a common soldier may lose is obvious enough. Without re- Forthisreason
garding the danger, however, young volunteers never enlist so readily soldiersare

poorly paid,
as at the beginning of a new war; and though they have scaree any
chance of preferment, they figure to themselves, in their youthful
fancies, a thousand occasions of acquiring honour and distinction which
never occur. These romantic hopes make the whole price of their
blood. Their pay is less than that of common labourers, and in aetuar
service their fatigues are much greater.

The lottery of the sea is not altogether so disadvantageous as that and_iorsnot much
of the army. The son of a creditable labourer or artificer may fre- better.
quently go to sea with his father's consent; but if he enlists as a
soldier, it is always without it. Other people see some chance of his
making something by the one trade: nobody but himself sees any of
his making any thing by the other. The great admiral is less the
object of public admiration than the great general, and the highest
success in the sea service promises a less brilliant fortune and reputa-
tion than equal success in the land. The same difference runs through
all the inferior degrees of preferment in both. By the rules of pre-
cedency a captain in the navy ranks with a colonel in the army: but
he does not rank with him in the common estimation. As the great
prizes in the lottery are less, the smaller ones must be more numerous.
Common sailors, therefore, more frequently get some fortune and pre-
ferment than common soldiers; and the hope of those prizes is what
principally recommends the trade. Though their skill and dexterity
are much superior to that of a]most any artificers, and though their
whole life is one continual scene of hardship and danger, yet for all
this dexterity and skill, for all those hardships and dangers, while
they remain in the condition of common sailors, they receive scarce
any other recompence but the pleasure of exercising the one and of
surmounting the other. Their wages are not greater than those of
common labourers at the pert which regulates the rate of seamen's
wages. As they are continually going from port to port, the monthly
pay of those who sail from all the different ports of Great Britain, is
more nearly upon a level than that of any other workmen in those
different places; and the rate of the port to and from which the
greatest number sail, that is the port of London, regulates that of all
the rest. At London the wages of the greater part of the different
classes of workmen are about double those of the same classes at

Edinburgh. But the sailors who sail from the port of London seldom
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earn above three or four shillings a month more than those who sail
from the port of Leith, and the difference is frequently not so great.
In time of peace, and in the merchant service, the London price is

from a guinea to about seven-and-twenty shillings the calendar month.
A common labourer in London, at the rate of nine or ten shillings a

week, may earn in the calendar month from forty to five-and-forty
shillings. The sailor, indeed, over and above his pay, is supplied with
provisions. Their value, however, may not perhaps always exceed the
difference between his pay and that of the common labourer; and

though it sometimes should, the excess will not be clear gain to the
sailor, because he cannot share it with his wife and family, whom he
must maintain out of his wages at home.

Dangers The dangers and hair-breadth escapes of a life of adventures, instead
which can
be .... of disheartening young people, seem frequently to recommend a trade
mounted
attract, to them. A tender mother, among the inferior ranks of people, is
thoughmere often afraid to send her son to school at a sea-port town, lest the sightunwhole-

someness of the ships and the conversation and adventures of the sailors shouldrepels.

entice him to go to sea. The distant prospect of hazards, from which
we can hope to extricate ourselves by courage and address, is not
disagreeable to us, and does not raise the wages of labour in any
employment. It is otherwise with those in which courage and address
can be of no avail In trades which are known to be very unwhole-
some, the wages of labour are always remarkably high. Unwhole-
someness is a species of disagreeableness, and its effects upon the
wages of labour are to be ranked under that general head.

Profitsvary In all the different employments of stock, the ordinary rate of profit
with cer-
tainty of varies more or less with the certainty or uncertainty of the returns.
return. These are in general less uncertain in the inland than in the foreign

trade, and in some branches of foreign trade than in others ; in the
trade to North America, for example, than in that to Jamaica. The
ordinary rate of profit always rises more or less with the risk. It does
not, however, seem to rise in proportion to it, or so as to compensate it
completely. Bankruptcies are most frequent in the most hazardous
trades. The most hazardous of all trades, that of a smuggler, though
when the adventure succeeds it is likewise the most profitable, is the
infallible road to bankruptcy. The presumptuous hope of success
seems to act here as upon all other occasions, and to entice so many
adventurers into those hazardous trades, that their competition reduces
the 1 profit below what is sufficient to compensate the risk. To com-

pensate it completely, the common returns ought, over and above the
ordinary profits of stock, not only to make up for all occasional losses,

1[Eds. 4 and 5read ' their.' doubtlessa misprint.]
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but to afford a surplus profit to the adventurers of the same nature
with the profit of insurers. But if the common returns were sufficient

for all this, bankruptcies would not be more frequent in these than in
other trades)

Of the five circumstances, therefore, which vary the wages of labour, Profitsareless unequal
two only affect the profits of s(oek ; the agreeableness or disagreeable- thanwages.and their
hess of the business, and the risk or security with which it is attended, inequalitym

often only
In point of agreeableness or disagreeableness, there is little or no dueto the

inclusion of
difference in the far greater part of the different employments of stock ; wages.
but a great deal in those of labour ; and the ordinary profit of stock,
though it rises with the risk, does not always seem to rise in propor-
tion to it. It should follow from all this, that, in the same society or
neighbourhood, the average and ordinary rates of profit in the different
employments of stock should be more nearly upon a level than the
pecuniary wages of the different sorts of labour. They are so accord-
ingly. The dift_rence between the earnings of a common labourer
and those of a well employed lawyer or physician, is evidently much
greater than that between the ordinary profits in any two different
branches of trade. The apparent difference, besides, in the profits of
different trades, is generally a deception arising from our not always
distinguishing what ought to be considered as wages, from what ought
to be considered as profit."

Apothecaries profit is become a bye-word, denoting something un- as in thecase of the

commonly extravagant. This great apparent profit, however, is fre- profitofan
apothecary,

quently no more than the reasonable wages of labour. The skill of an
apothecary is a much niger and more delicate matter than that of any
artificer whatever ; and the trust which is reposed in him is of much

greater importance. He is the physician of the poor in all eases, and
of the rich when the distress or danger is not very great. His reward,
therefore, _)ught to be suitable to his skill and his trust, and it arises
generally from the price at which he sells his drugs. But the whole
drugs which the best employed apothecary, in a large market town,
will sell in a year, may not perhaps cost him above thirty or forty
pounds. Though he should sell them, therefore, for three or four
hundred, or at a thousand per eenL profit, this may frequently be no
more than the reasonable wages of his labour charged, in the only way in
which he can charge them, upon the price of his drugs. The greater
part of the apparent profit is real wages disguised in the garb of profit.

l _he fan is overlooked that the numerous bankruptcies may be counterbalanced by the "
iustances of great gain. Below, on p. z_7, the converse mistake is made of comparing great
successes and leaving out of account great failures.]

s[ Above, P. 55-]
VOL. L---8
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or country In a small sea-port town, 1 a little grocer will make forty or fifty
grocer.

per cent. upon a stock of a single hundred pounds, while a considerable

wholesale merchant in the same place will scarce make eight or ten
per cent. upon a stock of ten thousand. The trade of the grocer may
be necessary for the conveniency of the inhabitants, and the narrow-

ness of the market may not admit the employment of a larger capital
in the business. The man, however, must not only live by his trade,
but live by it suitably to the qualifications which it requires. Besides
possessing a little capital, he must be able to read, write, and account,
and must be a tolerable judge too or, perhaps, fifty or sixty different
sorts of goods, their prices, qualities, and the markets where they are
to be had cheapest. He must have all the knowledge, in short, that
is necessary for a great merchant, which nothing hinders him from

becoming but the want of a sufficient capital. Thirty or forty pounds
a year cannot be considered as too great a recompence for the labour

of a person so accomplished. Deduct this from the seemingly great
profits of his capital, and little more will remain, perhaps, than the

ordinary profits of stock. The greater part of the apparent profit is,
in this case too, real wages.

The greater The difference between the apparent profit of the retail and that of
difference

between the wholesaletrade,ismuch lessin the capitalthan insmall towns

retailwholesaleand and country villages. Where ten thousand pounds can be employed
profitsin in the grocery trade, the wages of the grocer's labour make but a veryi town than

countrym trifling addition to the real profits of so great a stock. The apparentdue to the

; samecause, profits of the wealthy retailer, therefore, are there more nearly upon a
::_ level with those of the wholesale merchant. It is upon this aceomlt

that goods sold by retail are generally as cheap and frequently much
cheaper in the capital than in small towns and country villages.S
Grocery goods, for example, are generally much cheaper; bread and

butcher's meat frequently as cheap. It costs no more to bring grocery
goods to the great town than to the country village; but it costs a

great deal more to bring corn and cattle, as the greater part of them
must be brought from a much greater distance. The prime cost of
grocery goods, therefore, being the same in both places, they are
cheapest where the least profit is charged upon them. The prime
cost of bread and butcher's meat is greater in the great town than in

the country village ; and though the profit is less, therefore they are
not always cheaper there, but often equally cheap. In such articles
as bread and butcher's meat, the same cause, which diminishes

1 [Doubtless Kirkealdy was in Smith's mind.] 2[Above, p. 76.]
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apparent profit, increases prime cost. The extent of the market, by
giving employment to greater stocks, diminishes apparent profit ; but
by requiring supplies from a greater distance, it increases prime cost.
This diminution of the one and increase of the other seem, in most

cases, nearly to counter-balance one another; which is probably the
reason that, though the prices of corn and cattle are commonly very
different in different parts of the kingdom, those of bread and butcher's
meat are generally very nearly the same through the greater part of
it.

Though the profits of stock both in the wholesale and retail trade The le_er
rate of profit

are generally less in the capital than in small towns and country vii- intowns
lages, yet great fortunes are frequently acquired from small beginnings yieldshrgerfortunes, but

in the former, and scarce ever in the latter. In small towns and thesemostlyarise from

country villages, on account of the narrowness of the market, trade _pecuhtion.
cannot always be extended as stock extends. In such places, there-
fore, though the rate of a particular person's profits may be very high,
the sum or amount of them can never be very great, nor consequently
that of his annual accumulation. In great towns, on the contrary,
trade can be extended as stock increases, and the credit of a frugal
and thriving man increases much faster than his stock. His trade is
extended in proportion to the amount of both, and the sum or amount
of his profits is in proportion to the extent of his trade, and his annual
accumulation in proportion to the amount of his profits. It seldom

happens, however, that great fortunes are made even in great towns
by any one regular, established, and well-known branch of business,

but in consequence of a long life of industry, frugality, and attention.
Sudden fortunes, indeed, are sometimes made in such places by what
is called the trade of speculatiom The speculative merchant exercises
no one regular, established, or well known branch of business. He is a
corn merchant this year, and a wine merchant the next, and a sugar,
tobacco, or tea merchant the year after. He enters into every trade

when he foresees that it is likely to be more than commonly profitable,
and he quits it when he foresees that its profits are likely to return to
the level of other trades. His profits and losses, therefore, can bear

no regular proportion to those of any one established and well-known
branch of business. A bold adventurer may sometimes acquire a con-
siderable fortune by two or three successful speculations ; but is just as
likely to lose one by two or three unsuccessful ones. This trade can
be carried on no where but in great towns. It is only in places of the
most extensive commerce and correspondence that the intelligence
requisite for it can be had.
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The_ve The five circumstances above mentioned, though they occasion con-
circum-stancesthus siderable inequalities in the wages of labour and profits of stock, OC-
counter-
balancedif- easion none in the whole of the advantages and disadvantages, real or
ferences of • •
pecuniary imaginary, of the different employments of either. The nature of
gums, those circumstances is such, that they make up for a small pecuniary

gain in some, and eotmter-balanee a great one in others.
butthree In order, however, that this equality may take place in the whole
things are
n_ssary as of their advantages or disadvantages, three things are requisite even
well as per-
fectfreedom: where there is the most perfect freedom. First, the employments

must be well known and long established in the neighbourhood;
secondly, they must be in their ordinary, or what may be called their

natural state ; and, thirdly, they must be the sole or principal employ-
ments of those who occupy them.

o)theera- First,thisequalitycan take placeonlyin thoseemployments which
ployments

mustbewell arewellknown, and have been long establishedin the neighbourhood.
known and

longestab- Where all other circumstances are equal, wages are generally higher
lished, in new than in old trades. When a projector attempts to establish asince new

tradesyield new manufacture, he must at first entice his workmen from other em-
higher

wag_. ployments by higher wages than they can either earn in their own
trades, or than the nature of his work would otherwise require, and a
considerable time must pass away before he can venture to reduce
them to the common level Manufactures for which the demand arises

altogether from fashion and fancy, are continually changing, and
seldom last long enough to be considered as old established manu-

factures. Those, on the contrary, for which the demand arises chiefly
from use or necessity, are less liable to change, and the same form or
fabric may continue in demand for whole centuries together. The
wages of labour, therefore, are likely to he higher in manufactures of

the former, than in those of the latter kind. Birmingham deals chiefly
in manufactures of the former kind ; Sheffield in those of the latter ;
and the wages of labour in those two different places, are said to be
suitable to this difference in the nature of their manufactures.

andhigher The establishment of any new manufacture, of any new branch of
profits :

commerce, or of any new practice in agriculture, is always a speculation,

from which the projector promises himself extraordinary profits. These
profits sometimes are very great, and sometimes, more frequently,
perhaps, they are quite otherwise ; but in general they bear no regular
proportion to those of other old trades in the neighbourhood. If the
project succeeds, they are commonly at first very high. When the
trade or practice becomes thoroughly established and well known, the
competition reduces them to the level of other trades.
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Secondly, This equality in the whole of the advantages and disad- _) the
employ-

vantages of the different employments of labour and stock, can take mentsmust
place only in the ordinary, or what may be called the natural state of nst,ralb_intheir
those employments, s_te,

The demand for almost every different species of labour is sometimes sincethe
demand for

greater and sometimes less than usual. In the one ease the advantages tabourin
each em =

of the employment rise above, in the other they fall below the common ptoyment
level. The demand for eountry labour is greater at hay-time and varieg_romtime to time

harvest, than during the greater part of the year ; and wages rise with
the demand. In time of war, when forty or fifty thousand sailors are
forced from the merchant service into that of the king, the demand for
sailors to merchant sl_s necessarily rises with their scarcity, and their
wages upon such occasions commonly rise from a guinea and seven-
and-twenty shillings, to forty shillings and three pounds a month. In
a decaying manufacture, on the contrary, many" workmen, rather than
quit their old trade, are contented with smaller wages than would
otherwise be suitable to the nature of their employment.

The profits of stock vary with the price of the commodities in which andprofits
fluctuate

it is employed. As the price of any commodity rises above the ordin- withthe
price of the

ary or average rate, the profits of at least some part of the stoek that commodity
is employed in bringing it to market, rise above their proper level, and produced:
as it falls they sink below it. All commodities are more or less liable
to variations of price, but some are much more so than others. In all
commodities which are produced by human industry, the quantity of
industry annually employed is necessarily regulated by the annual

demand, in sueh a manner that the average annual produee may, as
nearly as possible, he equal to the average annual consumption. In
some employments, it has already been observed, 1 the same quantity
of industry will always produce the same, or very nearly the same
quantity of commodities. In the linen or woollen manufactures, for

example, the same number of hands will annually work up very nearly
the same quantity of linen and woollen cloth. The variations in the
market price of such commodities, therefore, can arise only from some

accidental variation in the demand. A publie mourning raises the
price of black cloth. 2 But as the demand for most sorts of plain linen
and woollen eloth is pretty uniform, so is likewise the price. But
there are other employments in which the same quantity of industry
will not always produce the same quantity of commodities. The same
quantity of industry, for example, will, in different years, produce very
different quantities of corn, wine, hops, sugar, tobacco, &e. The price

1[Above, p. 6o.] 2[The illustrationhas alreadybeen usedabove, p. 6L]
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of such commodities, therefore, varies not only with the variations of
demand, but with the much greater and more frequent variations of
quantity, and is consequently extremely fluctuating. But the profit of
some of the dealers must necessarily fluctuate with the price of the
commodities. The operations of the speculative merchant are princi-

i pally employed about such commodities. He endeavours to buy them
up when he foresees that their price is likely to rise, and to sell them
when it is likely to fall.

and(3)the Thirdly, This equality in the whole of the advantages and disadvan-employ-
ments must tages of the different employments of labour and stock, can take place
be the prin.
cipalera- only in such as are the soleor principalemployments of these who
ployment of occupy them.those who

occupythem, When a person derives his subsistence from one employment, whichsince people
maintained does not occupy the greater part of his time ; in the intervals of hisby one em-

ployment leisure he is often willing to work at another for less wages than wouldwill work
cheapat otherwise suit the nature of the employment.
another. There still subsists in many parts of Scotland a set of people calledlike the

Scotch Cotters or Cottagers, though they were more frequent some years agocotters,
than they are now. They are a sort of out-servants of the landlords

and farmers. The usual reward which they receive from their masters
is a house, a small garden for pot herbs, as much grass as will feed a
cow, and, perhaps, an acre or two of bad arable land. When their

master has occasion for their labour, he gives them, besides, two peeks
of oatmeal a week, worth about sixteen pence sterling. During a great
part of the year he has little or no occasion for their labour, and the

cultivation of their own little possession is not sufficient to occupy the
time which is left at their own disposal. When such occupiers were
more numerous than they are at present, they are said to have been

willing to give their spare time for a very small recompence to any
body, and to have wrought for less wages than other labourers. In

ancient times they seem to have been common all over Europe. In
countries ill cultivated and worse inhabited, the greater part of land-
lords and farmers could not otherwise provide themselves with the ex-

traordinary number of hands, which country labour requires at certain
seasons. The daily or weekly reeompenee which such labourers
occasionally received from their masters, was evidently not the whole
price of their labour. Their small tenement made a considerable part
of it. This daily or weekly recompence, however, seems to have been
considered as the whole of it, by many writers who have collected the
prices of labour and provisions in ancient times, and who have taken

pleasure in representing both as wonderfully low.
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The produce of such labour comes frequently cheaper to market than Shetland
would otherwise be suitable to its nature. Stockings in many parts of knitters,

Scotland are knit much cheaper than they can any-where be wrought
upon the loom. They are the work of servants and labourers, who de-

rive the principal part of their subsistence from some other employment.
More than a thousand pair of Shetland stockings are annually imported
into Leith, of which the price is from five pence to seven pence a pair.
At Learwick, the small capital of the Shetland islands, ten pence a day,
I have been assured, is a common price of common labour. In the same

islands they knit worsted stockings to the value of a guinea a pair and
upwards.

The spinning of linen yarn is carried on in Scotland nearly in the scotchl_en
same way as the knitting of stockings, by servants who are chiefly spinners.
hired for other purposes. They carn but a very scanty subsistence, who
endeavour to get their whole livelihood by either of those trades. In
most parts of Scotland she is a good spinner who can earn twenty pence
a week.

In opulent countries the market is generally so extensive, that any andLondon
one trade is sufficient to employ the whole labour and stock of those _od_ g
who occupy it. Instances of people's living by one employment, and ke_pcr_.
at the same time deriving some little advantage from another, occur
chiefly in poor countries. The following instance, however, of some-
thing of the same kind is to be found in the capital of a very rich one.
There is no city in Europe, I believe, in which house-rent is dearer
than in London, and yet I know no capital in which a furnished
apartment can be hired so cheap. Lodging is not only much cheaper
in London than in Paris; it is much cheaper than in Edinburgh of
the same degree of goodness; and what may seem extraordinary, the
dearness of house-rent is the cause of the cheapness of lodging. The
dearness of house-rent in London arises, not only from those causes
which render it dear in all great capitals, the dearness of labour, the
dearness of all the materials of building, which must generally be
brought from a great distance, and above all the dearness of ground-
rent, every landlord acting the part of a monopolist, and frequently
exacting a higher rent for a single acre of bad land in a town, than
can be had for a hundred of the best in the country; but it arises in
part from the peculiar manners and customs of the people which oblige
every master of a family to hire a whole house from top to bottom. A

dwelling-house in England means every thing that is contained under
the same roof. In France, Scotland, and many other parts of Europe,

it frequently means no more than a single story. A tradesman in
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London is obliged to hire a whole house in that part of the town where
his customers live. His shop is upon the ground-floor, and he and his

family sleep in the garret; and he endeavours to pay a part of his
house-rent by letting the two middle stories to lodgers. He expects
to maintain his family by his trade, and not by his lodgers. Whereas,
at Paris and Edinburgh, the people who let lodgings have commonly
no other means of subsistence ; and the price of the lodging must pay,
not only the rent of the house, but the whole expence of the family.

PART II

Inequalities occasioned by the Poliqq of Europe

Thepolicy _ UCH are the inequalities in the whole of the advantages and dis-
of Europe
occasions _-_ advantages of the different employments of labour and stock,
more which the defect of any of the three requisites above-mentioned must

i important
inequalitms occasion, even where there is the most perfect liberty. But the policy

of Europe, by not leaving things at perfect liberty, occasions other
inequalities of much greater importance.

inthree It does this chiefly in the three following ways. First, by restraining
•- w_y_: the competition in some employments to a smaller number than would
, otherwise be disposed to enter into them ; secondly, by increasing it in

others beyond what it naturally would be ; and, thirdly, by obstructing
the free circulation of labour and stock, both from employment to

employment and from place to place.
(,5It First, The policy of Europe occasions a very important inequality in
restricts

' competition the whole of the advantages and disadvantages of the different employ-
in some em-
ployments, ments of labour and stock, by restraining the competition in some

employments to a smaller number than might otherwise be disposed to
enter into them.

The exclusive privileges of corporations are the principal means itprincipally

by _iv!ngexcms,ve makes use of for this purpose.
privilegesto The exclusive privilege of an incorporated trade necessarily restrainscorpora-

tions, the competition, in the town where it is established, to those who arewhich

requirelong free of the trade. To have served an apprenticeship in the town,
apprentice.
shipand under a master properly qualified, is commonly the necessary requisite
limit the
numberof for obtaining this freedom. The bye-laws of the corporation regulate
apprentices, sometimes the number of apprentices which any master is allowed to

have, and almost always the number of years which each apprentice is

obliged to serve. The intention of both regulations is to restrain the
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competition to a much smaller number than might otherwise be disposed
to enter into the trade. The limitation of the number of apprentices

restrains it directly. A long term of apprenticeship restrains it more
indirectly, but as effectually, by increasing the expence of education.

In Sheffield no master cutler can have more than one apprentice at

a time, by a bye-law of the corporation. In Norfolk and Norwich no
master weaver can have more than two apprentices, under pain of for-

felting five pounds a month to the kingd No master hatter can have
more than two apprentices any-where in England, or in the English
plantations, under pain of forfeiting five pounds a month, half to the
king, and half to him who shall sue in any court of record. 2 Both
these regulations, though they have been confirmed by a public law
of the kingdom, are evidently dictated by the same corporation spirit
which enacted the bye-law of Sheffield. 3 The silk weavers in London
had scarce been incorporated a year when they enacted a bye-law, re-
straining any master from having more than two apprentices at a time.
It required a particular act of parliament to rescind this bye-law. 4

Seven years seem anciently to have been, all over Europe, the usual sevenyearsis the usual
term established for the duration of apprenticeships in the greater part periodof

apprentice-
of incorporated trades. All such incorporations were anciently called shay.
universities ; which indeed is the proper Latin name for any incorpora-
tion whatever. The university of smiths, the university of taylors, &c.

are expressions which we commonly meet with in the old charters of
ancient towns. 5 When those particular incorporations which are now

peculiarly called universities were first established, the term of years
which it was necessary to study, in order to obtain the degree of
master of arts, appears evidently to have been copied from the term

of apprenticeship in common trades, of which the incorporations were
much more ancient. As to have wrought seven years under a master

1 FUnder x3 and x4 Car. II., c. 5, [ x8.]
a['B Eliz., c. xx, |8; x Jac. I., c. xT, _3; 5 Ge°. II., c. 22.]
S_But 8 Eliz., e. Ix, was enacted ' at the lamentable suit and complmnt ' not of the hatters

but of the cap-makers, who alleged that they were being impoverished by the exeassive use of
hats, which were made of foreign wool, and the extenslon to the colonies of the restriction on
apprentices by 5 Geo. II., c. 22, was doubtless suggested by the English hatters' )ca:I.ousy
of the American hatters, so that this regulation was not dictated by quite the same sptrlt as
the Sheffield by-law. ]

4[The preamble of x3 and '4 Car. If., c. x5, says that the company of silk throwers m
London were mcorporated in x629, and the preamble of 2o Car. II., c. 6, says that the trade
had lately been obstructed because the company, had endeavoured to put into execution a
certain by-law made by them nearly forty years since, restricting the freemen to x6o spindles
and the assistants to 240. The act 2o Car. II., c. 6, accordingly declares this by-law void.
It also enacts that ' no by-law already made or hereafter to be made by the said company
shall limit the number of apprentices to less than three '.]

a [, In Italy a mestiere or company of artisans and tradesmen was sometimes styled an ars or
universitas .... The company of mercers of Rome are styled unzversztas merczarzorum, and
the company of bakers there universilas pistorum.'--Madox, Pirma Burp, x7a6, p. 32.]
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properly qualified, was necessary, in order to entitle any person to
become a master, and to have himself apprentices in a common trade ;
so to have studied seven years under a master properly qualified, was
necessary to entitle him to become a master, teacher, or doctor (words
anciently synonimous) in the liberal arts, and to have scholars or
apprentices (words likewise originally synonimous) to study under him.

The Statute By the 5th of Elizabeth, commonly called the Statute of Apprentice-of Appren-

ticeship, ship) it was enacted, that no person should for the future exercise anywhich re-
quiredlt trade, craft, or mystery at that time exercised in England, unless he
everywhere
in England, had previously served to it an apprenticeship of seven years at least ;
has been
confinedto and what before had been the bye-law of many particular corporations,
market became in England the general and public law of all trades carried ontowns,

in market towns. For though the words of the statute are very general,
and seem plainly to include the whole kingdom, by interpretation its
operation has been limited to market towns, it having been held that

in country villages a person may exereise several different trades, though
he has not served a seven years apprenticeship to each, they being
necessary for the conveniency of the inhabitants, and the number of
people frequently not being sufficient to supply each with a particular
set of hands. 2

andto By a strict interpretation of the words too the operation of thistrades exlst-
ingwhenit statute has been limited to those trades which were established in Eng-
waep*._d, land before the 5th of Elizabeth, and has never been extended to

such as have been introduced since that time. 3 This limitation has

given occasion to several distinctions which, considered as rules of

police, appear as foolish as can well be imagined. It has been adjudged,
for example, that a coach-maker can neither himself make nor employ
journeymen to make his coach-wheels ; but must buy them of a master

wheel-wright; this latter trade having been exercised in England
before the 5th of Elizabeth. 4 But a wheel-wright, though he has never
served an apprenticeship to a coach-maker, may either himself make
or employ journeymen to make coaches ; the trade of a coach-maker
not being within the statute, because not exercised in England at the

time when it was made) The manufactures of Manchester, Birmingham,
and Wolverhampton, are many of them, upon this account, not within

[C. 4, _3x.]
[' It hath beenheld thatthis statutedoth not restram a man from using severaltrades, so

as he had been an apprentice to all; whereforeit indemnifies all petty chapmen in tittle
towns and villages becausetheir masters kept the same mixed trades before.'--Matthew
Bacon,New Abrzdgemento_/heLaw, 3rd ed., x768,vol. iii., p. 553,s.v. Masterand servant.]

3[/bid., vol. iii., p. 552.J 4[I&d., vol. i., p. 553.]
5[Bacon (ibid., iiL,553),however,sa_ distinctly: ' A eoachmakeris within this statute,'

on the authorityof Ventris' R_orts, p. 346-3
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the statute ; not having been exercised in England before the 5th of
Elizabeth.

In France, the duration of apprenticeships is different in different Theterm
varies in

towns and in different trades. In Paris, five years is the term required France,
in a great number ; but before any person can be qualified to exercise
the trade as a master, he must, in many of them, serve five years
more as a journeyman. During this latter term he is called the com-
panion 1 of his master, and the term itself is called his companionship. _

In Scotland there is no general law which regulates universally the and Scot-
land, where

duration of apprenticeships. The term is different in different corpora- the regula-tionsare less
tions. Where it is long, a part of it may generally be redeemed by oppres.lve.
paying a small fine. In most towns too a very small fine is sufficient
to purchase the freedom of any corporation. The weavers of linen
and hempen cloth, the principal manufactures of the country, as well
as all other artificers subservient to them, wheel-makers, reel-makers,

&c. may exercise their trades in any town corporate without paying
any fine. In all towns corporate all persons are free to sell butcher's
meat upon any lawful day of the week. Three years is in Scotland a

common term of apprenticeship, even in some very nice trades ; and in
general I know of no country in Europe in which corporation laws are
so little oppressive.

The property which every man has in his own labour, as it is the Allsuch
regulations

original foundation of all other property, 3 so it is the most sacred and are as ira-
inviolable. The patrimony of a poor man lies in the strength and pertinentasoppressive.

dexterity of his hands ; and to hinder him from employing this strength
and dexterity in what manner he thinks proper without injury to his
neighbour, is a plain violation of this most sacred property. It is a
manifest encroachment upon the just liberty both of the workman,
and of those who might be disposed to employ him. As it hinders the
one from working at what he thinks proper, so it hinders the others
from employing whom they think proper. To judge whether he is
fit to be employed, may surely be trusted to the discretion of the em-
ployers whose interest it so much concerns. The affected anxiety of
the law-giver lest they should employ an improper person, is evidently
as impertinent as it is oppressive.

The institution of long apprenticeships can give no security that Longap-prentice-
insufficient workmanship shall not frequently be exposed to public shipsare no

security
sale. When this is done it is generally the effect of fraud, and not of againstbad
inability; and the longest apprenticeship can give no security against work,

1 [Compagnon.] 2 [Compagnonnage.]
$ [Contrast wath this the account of the origin of property in the Lectures, pp. 'xo-/-z27, ]
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fraud. Quite different regulations are necessary to prevent this abuse.

The sterling mark upon plate, and the stamps upon linen 1and woollen
cloth, 'z give the purchaser much greater security than any statute of
apprenticeship. He generally looks at these, but never thinks it worth
while to enquire whether the workmen had served a seven years ap-
prenticeship.

anddonot The institution of long apprenticeships has no tendency to form
form young
l_opl¢to young people to industry. A journeyman who works by the piece is
industry likely to be industrious, because he derives a benefit from every exer-

tion of his industry. An apprentice is likely to be idle, and almost

always is so, because he has no immediate interest to be otherwise. In
the inferior employments, the sweets of labour consist altogether in the
recompence of labour. They who are soonest in a condition to enjoy
the sweets of it, are likely soonest to conceive a relish for it, and to ac-
quire the early habit of industry. A young man naturally conceives an
aversion to labour, when for a long time he receives no benefit from it.

: The boys who are put out apprentices from public charities are generally
: beund for more than the usual number of years, and they generally turn

out very idle and worthless.
Apprentice- Apprenticeships were altogether unknown to the ancients. The re-
ships were
unknownto ciprocal duties of master and apprentice make a considerable article in
the ancient_

every modern code. a The Roman law is perfectly silent with regard to
them. I know no Greek or Latin word (I might venture, I believe, to

assert that there is none) which expresses the idea we now annex to
the word Apprentice, a servant bound to work at a particular trade for
the benefit of a master, during a term of years, upon condition that the
master shall teach him that trade.

Long Long apprenticeships are altogether unnecessary. The arts, which
appren-
ticeships _re are much superior to common trades, such as those of making clocks

altogether and watches, contain no such mystery as to require a long course of in-unnecessary

struction. The first invention of such beautiful machines, indeed, and
even that of some of the instruments employed in making them, must, no
doubt, have been the work of deep thought and long time, and may justly
be considered as among the happiest efforts of human ingenuity. But
when both have been fairly invented and are well understood, to ex-
plain to any young man, in the eompletest manner, how to apply the
instruments and how to construct the machines, cannot well require
more than the lessons of a few weeks: perhaps those of a few days

1 2[Of Scotch manufacture, Io Ann., c. I ; x3 Geo. I., c. ,26.]
2[39 Eliz., c, 2o ; 43 Ehz., c. io, [ 7._]

[The article on apprentices occupies twenty-four pages in Richard Burn's Justice o/t_h_
feaze, x764.]
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might be sufficient. In the common meehanic trades, those of a few
days might certainly be sufficient. The dexterity of hand, indeed, even

in common trades, cannot be acquired without much practice and ex-
perience. But a young man would practise with much more diligence
and attention, if from the beginning he wrought as a journeyman, bging
paid in proportion to the little work which he could execute, and pay-
ing in his turn for the materials which he might sometimes spoil through
awkwardness and inexperience. His education would generally in this
way be more effectual, and always less tedious and expensive. The
master, indeed, would be a loser. He would lose all the wages of the
apprentice, which he now saves, for seven years together. In the end,
perhaps, the apprentice himself would be a loser. In a trade so easily
learnt he would have more competitors, and his wages, when he came
to be a eomplete workman, would be much less than at present. The
same increase of competition would reduce the profits of the masters as
well as the wages of the workmen. The trades, the crafts, the mys-
teriea, xwould all be losers. But the public would be a gainer, the work
of all artificers coming in this way much cheaper to market.

It is to prevent this reduction of price, and consequently of wages Corpora-tionswere
and profit, by restraining that free competition which would most established

to keep up
eertainly occasion it, that all corporations, and the greater part of eor- pricessad
poration laws, have been established. In order to erect a corporation, conSe-quently
no other authority in ancient times was requisite in many parts of wagesa_profit ;

Europe, but that of the town corporate in which it was established. In
England, indeed, a charter from the king was likewise necessary. But
this prerogative of the crown seems to have been reserved rather for
extorting money from the subject, than for the defence of the common
liberty against such oppressive monopolies. Upon paying a fine to the
king, the charter seems generally to have been readily granted; and
when any particular class of artificers or traders thought proper to act
as a corporation without a charter, such adulterine guilds, as they were
called, were not always disfranchised upon that account, but obliged
to fine annually to the king for permission to exercise their usurped

privileges. 2 The immediate inspection of all corporations, and of the
bye-laws which they might think proper to enact for their own govern-
ment, belonged to the town corporate in which they were established ;
and whatever diseipline was exercised over them, proceeded commonly,

1 [The last two terms seem to be used rather contemptuously. Probably Smith had fresh
in his recollection the passage in which Madox ridicules a.s a ' piece of puerility' the use
of the English word ' misterie,' derived from ' the Gallick word mestera, m/stem and m/steria,'
as if it ' sigailied something/zvo"r_pu_e_, mysterious. '--Firma Burgi, x726, pp. 33-35.]

2 See Matlox Firma Burgi, p. a6, &c. [Thts note appears first in ed. a.]
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not from the king, but from that greater incorporation of which those
subordinate ones were only parts or members. 1

bymeansof The government of towns corporate was altogether in the hands ofwhich the

town. traders and artificers ; and it was the manifest interest of every particular
gained at
the expense class of them, to prevent the market from being over-stocked, as they
ofthecountry, commonly express it, with their own particular species of industry;

which is in reality to keep it always under-stocked. Each class was

eager to establish regulations proper for this purpose, and, provided it
was allowed to do so, was willing to consent that every other class
should do the same. In consequence of such regulations, indeed, each

class was obliged to bay the goods they had occasion for from every
other within the town, somewhat dearer than they otherwise might
have done. But in reeompence, they were enabled to sell their own

just as much dearer ; so that so far it was as broad as long, as they say ;
and in the dealings of the different classes within the town with one

another, none of them were losers by these regulations. But in their
dealings with the country they were all great gainers; and in these
Latter dealings consists the whole trade which supports and enriches
every town.

beingen- Every town draws its whole subsistence, and all the materials of its
abled to get

the produce industry, from the country. It pays for these chiefly in two ways:of a larger
quantityof first, by sending back to the country a part of those materials wrought
country
labourin up and manufactured ; in which case their price is augmented by the
exchange for wages of the workmen, and the profits of their masters or immediatethe produce

ofasmaller employers: secondly, by sending to it a part both of the rude andquantity of

theirown. manufactured produce, either of other countries, or of distant parts of
the same country, imported into the town; in which case too. the

original price of those goods is augmented by the wages of the carriers
or sailors, and by the profits of the merchants who employ them. In
what is gained upon the first of those two branches of commerce,
consists the advantage which the town makes by its manufactures;
in what is gained upon the second, the advantage of its inland and
foreign trade. The wages of the workmen, and the profits of their
different employers, make up the whole of what is gained upon both.
Whatever regulations, therefore, tend to increase those wages and
profits beyond what they otherwise would be, tend to enable the town

to purchase, with a smaller quantity of its labour, the produce of a
greater quantity of the labour of the country. They give the traders
and artificers in the town an advantage over the landlords, farmers,

1[, Peradventure from these secular gilds or in imitation of them sprang the method or
practice of gildatmg and embodying whole towns.'--Madox, 2_¥rma Burgi, p. 27. ]
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and labourers in the country, and break down that natural equality
which would otherwise take place in the commerce which is carried
on between them. The whole annual produce of the labour of the

society is annually divided between those two different sets of people.
By means of those regulations a greater share of it is given to the
inhabitants of the town than would otherwise fall to them ; and a less

to those of the country.
The price which the town really pays for the provisions and materials as theexports of a

annually imported into it, is the quantity of manufactures and other townarethe
real price of

goods annually exported from it. The dearer the latter are sold, the its imports.
cheaper the former are bought. The industry of the town becomes
more, and that of the country less advantageous.

That the industry which is carried on in towns is, every-where in Thattown
industry is

Europe, more advantageous than that which is carried on in the country, betterpaid
is shown by

withoutenteringintoany verynicecomputations,we may satisfyour- thehrge

selvesby one verysimpleand obviousobservation.In everycountry fortun_made in it.

of Europe we find, at least, a hundred people who have acquired great
fortunes from small beginnings by trade and manufactures, the industry

which properly belongs to towns, for one who has done so by that
which properly belongs to the country, the raising of rude produce by
the improvement and cultivation of land. Industry, therefore, must
be better rewarded, the wages of labour and the profits of stock must
evidently be greater in the one situation than in the other, t But
stock and labour naturally seek the most advantageous employment.
They naturally, therefore, resort as mueh as they can to the town, and
desert the country.

The inhabitants of a town, being collected into one place, ean easily Combina-

combine together. The most insignificant trades carried on in towns toti°ntheiSin-easy
have accordingly, in some place or other, been incorporated ; and even ahabitantStown,of
where they have never been incorporated, yet the corporation spirit,
the jealousy of strangers, the aversion to take apprentices, or to com-
municate the secret of their trade, generally prevail in them, and often
teach them, by voluntary associations and agreements, to prevent that
free competition which they cannot prohibit by bye-laws. The trades

which employ but a small number of hands, run most easily into sueh
combinations. Half a dozen wool-eombers, perhaps, are neeessary to

keep a thousand spinners and weavers at work. By combining not to
take apprentices they can not only engross the employment, but reduce
the whole manufacture into a sort of slavery to themselves, and raise

1 [The argmne_t is tmsotmd in the absenoe of any proof that the more numerous successes
are not counterbalanced by equally numerous failures ; cp. above p. xx 3, note. ]
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the price of their labour much above what is due to the nature of their
work.

,nd diffcult The inhabitants of the country, dispersed in distant places, cannot
to those of
thecountry, easily combine together. 1 They have not only never been incorporated,
whoaredts- but the corporation spirit never has prevailed among them. No ap-pcrsed and

notgov- prenticeship has ever been thought necessary to qualify for husbandry,el'ned by the

corporation the great trade of the country. After what are called the fine arts,spirit. No
apprentice- and the liberal professions, however, there is perhaps no trade which
ship. is pre-
_rtb_ for requires so great a variety of knowledge and experience. The in-
farming,
thougha numerable volumes which have been written upon it in all languages,
difficult art,

may satisfy us, that among the wisest and most learned nations, it has
never been regarded as a matter very easily understood. And from
all those volumes we shall in vain attempt to collect that knowledge
of its various and complicated operations, which is commonly possessed
even by the common farmer; how contemptuously soever the very
contemptible authors of some of them may sometimes affect to speak of
him. There is scarce any common mechanic trade, on the contrary, of
which all the operations may not be as completely and distinctly ex-
plained in a pamphlet of a very few pages, as it is possible for words
illustrated by figures to explain them. In the history of the arts, now
publishing by the French academy of sciences, s several of them are
actually explained in this manner. The direction of operations, besides,
which must be varied with every change of the weather, as well as with
many other accidents, requires much more judgment and discretion,
than that of those which are always the same or very nearly the same.

orforthe Not only the art of the farmer, the general direction of the opera-
inferior
branchesof tions of husbandry, but many inferior branches of country labour, require
country la- much more skill and experience than the greater part of mechanicbout, which

requiremo_ trades. The man who works upon brass and iron, works with instru-skill than

most ments and upon materials of which the temper is always the same, ormechanic

trade*, very nearly the same. But the man who ploughs the ground with a
team of horses or oxen, works with instruments of which the health,
strength, and temper, are very different upon different occasions. The
condition of the materials which he works upon too is as variable as
that of the instruments which he works with, and both require to be
managed with much judgment and discretion. The common plough-
man, though generally regarded as the pattern of stupidity and ignor-
ance, is seldom defective in this judgment and discretion. He is less

1[Below,vol. h., pp. _53,xS4.]
2[Descr_otionsdes Arts et A4dtwrsfaites ou al_Prouvleslkar Messieurs de l'Acaddmie

Royaledes Sciences,x76x-88.]
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accustomed, indeed, to social intercourse than the mechanic who lives
in a town. His voice and language are more uncouth and more
difficult to be understood by those who are not used to them. His

understanding, however, being accustomed to consider a greater variety
of objects, is generally much superior to that of the other, whose whole
attention from morning till night is commonly occupied in performing
one or two very simple operations. How much the lower ranks of

people in the country are really superior to those of the town, is well
known to every man whom either business or curiosity has led to con-
verse much with bothA In China and Indostan accordingly both the

rank and the wages of country labourers are said to be superior to
those of the greater part of artificers and manufacturers. They would

probably be so every-where, if corporation laws and the corporation
spirit did not prevent it.

The superiority which the industry of the towns has every-where in Thesuperi-ority ot
Europe over that of the country, is not altogether owing to corporations townin-dustryis en-
and corporation laws. It is supported by many other regulations. The hancedby
high duties upon foreign manufactures and upon all goods imported by otherregu-lations, such

as htgh
alien merchants, all tend to the same purpose. Corporation laws en- dutieson
able the inhabitants of towns to raise their prices, without fearing to be rorei_manufac°

under-sold by the free competition of their own countrymen. Those tures.
other regulations secure them equally against that of foreigners. The
enhancement of price occasioned by both is every-where finally paid
by the landlords, farmers, and labourers of the country, who have
seldom opposed the establishment of such monopolies. They have
commonly neither inclination nor fitness to enter into combinations;
and the clamour and sophistry of merchants and manufacturers easily
persuade them that the private interest of a part, and of a subordinate
part of the society, is the general interest of the whole.

In Great Britain the superiority of the industry of the towns over Thesuperi.
ority has

that of the country, seems to have been greater formerly than in the declinedin
Great

present times. The wages of country labour approach nearer to those Britain.
of manufacturing labour, and the profits of stock employed in agri-
culture to those of trading and manufacturing stock, than they are
said to have done in the last century, or in the beginning of the
present. This change may be regarded as the necessary, though very
late consequence of the extraordinary encouragement given to the
industry of the towns. The stock accumulated in them comes in time
to be so great, that it can no longer be employed with the ancient
profit in that species of industry which is peculiar to them. That

x [Lectures, P' "55']
VOL. i.--9
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industry has its limits like every other ; and the increase of te,_ek, by
increasing the competition, necessarily reduces the profit. The lower-
ing of profit in the town forces out stock to the country, where, by
creating a new demand for country labour, it necessarily raises its
wages. It then spreads itself, if I may say so, over the face of the
land, and by being employed in agriculture is in part restored to the
country, at the expence of which, in a great measure, it had originally
been accumulated in the town. -That every-where in Europe the

greatest improvements of the country have been owing to such over-
flowings of the stock originally accumulated in the towns, I shall
endeavour to show hereafter ; 1 and at the same time to demonstrate,

that though some countries have by this course attained to a consider-
able degree of opulence, it is in itself necessarily slow, uncertain, liable
to be disturbed and interrupted by innumerable accidents, and in every

respect contrary to the order of nature and of reason. The interests,
prejudices, laws and customs which have given occasion to it, I shall
endeavour to explain as fully and distinctly as I can in the third and
fourth books of this inquiry.

Meetings of People of the same trade seldom meet together, even for merriment
people m
the same and diversion, but the conversation ends in a conspiracy against the
trade ought
nottobe public, or in some contrivance to raise prices. It is impossible indeed
facilitated, to prevent such meetings, by any law which either could be executed,

or would be consistent with liberty and justice. But though the law
cannot hinder people of the same trade from sometimes assembling
together, it ought to do nothing to facilitate such assemblies; much
less to render them necessary.

as byregis- A regulation which obliges all those of the same trade in a particulartration of
traders, town to enter their names and places of abode in a public register,

facilitates such assemblies. It connects individuals who might never
otherwise be known to one another, and gives every man of the trade
a direction where to find every other man of it.

bythees- A regulation which enables those of the same trade to tax them-tabhshment
offtmdsfor selves in order to provide for their poor, their sick, their widows and
the sick,
widows and orphans, by giving them a common interest to manage, renders such
orphans, assemblies necessary.
orbyincor- An incorporation not only renders them necessary, but makes the
poration, act of the majority binding upon the whole. In a free trade an effec-

tual combination cannot be established but by the unanimous consent
of every single trader, _ and it cannot last longer than every single
trader continues of the same mind. The majority of a corporation can

1[Below, pp. 382-394. ] 2[Ed. t reads ' single member of it' here and in the next line.]
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enact a bye-law with proper penalties, which will limit the competition
more effectually and more durably than any voluntary combination
whatever.

The pretence that corporations are necessary for the better government Corpora-
tl_ns are

of the trade, is without any foundation. The real and effectual dis- unn¢ce_,
cipline which is exercised over a workman, is not that of his corporation, andthework-c°rrupt
but that of his customers. It is the fear of losing their employment men.
which restrains his frauds and corrects his negligence. An exclusive
corporation necessarily weakens the force of this discipline. A par-
ticular set of workmen must then be employed, let them behave well
or ill. It is upon this account, that in many large incorporated towns
no tolerable workmen are to be found, even in some of the most

necessary trades. If you would have your work tolerably executed,
it must be done in the suburbs, where the workmen, having no exclusive
privilege, have nothing but their character to depend upon, and you
must then smuggle it into the town as well as you can.

It is in this manner that the policy of Europe, by restraining the
competition in some employments to a smaller number than would
otherwise be disposed to enter into them, occasions a very important

inequality in the whole of the advantages and disadvantages of the
different employments of labour and stock.

Secondly, The policy of Europe, by increasing the competition in I_)The
policy of

some employments beyond what it naturally would be, occasions Europein.
another inequality of an opposite kind in the whole of the advantages cr_s com.petition in

and disadvantages of the different employments of labour and stock, sometr_e_.
It has been considered as of so much importance that a proper It cheapens

the educa-

number of young people should be educated for certain professions, tionof the
clergy and

that, sometimes the public, and sometimes the piety of private founders therebyre-
have established many pensions, scholarships, exhibitions, bursaries, &e. duce_theirearnings ;

forthispurpose,which draw many more peopleintothose tradesthan
could otherwisepretendto followthem. Inallchristiancountries,I

believe,the educationof the greaterpartof churchmen ispaid for in
thismanner. Very few of them are educated altogetherattheirown

expence. The long,tedious,and expensive education,therefore,of

those who are,willnot always procurethem a suitablereward,the

churchbeing crowded with people who, in order toget employment,

arewillingtoacceptof a much smallerrecompence than what such an
educationwould otherwisehave entitledthem to; and in thismanner

the competitionof the poor takes away the reward of the rich. It

would be indecent, no doubt, to compare either a curate or a chaplain
with a journeyman in any common trade. The pay of a curate or
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chaplain, however, may very properly be considered as of the same
nature with the wages of a journeyman. They are, all three, paid for
their work according to the contract which they may happen to make

with their respective superiors. Till after the middle of the fourteenth
century, five merks, containing about as much silver as ten pounds of
our present money, was in England the usual pay of a curate or x
stipendiary parish priest, as we find it regulated by the decrees of
several different national councils. 2 At the same period four pence a

day, containing the same quantity of silver as a shilling of our present
money, was declared to be the pay of a master mason, and three pence
a day, equal to nine pence of our present money, that of a journeyman
mason. 3 The wages of both these labourers, therefore, supposing them
to have been constantly employed, were much superior to those of the
curate. The wages of the master mason, supposing him to have been
without employment one third of the year, would have fully equalled
them. By the ! 2th of Queen Anne, c. 12, it is declared, " That where-
"as for want of sufficient maintenance and encouragement to curates,
'" the cures have in several places been meanly supplied, the bishop is,
'" therefore, empowered to appoint by writing under his hand and seal
"a sufficient certain stipend or allowance, not exceeding fifty and not
"less than twenty pounds a year." 4 Forty pounds a year is reckoned
at present very good pay for a curate, and notwithstanding this act
of parliament, there are many curacies under twenty pounds a year.
There are journeymen shoemakers in London who earn forty pounds a
year, and there is scarce an industrious workman of any kind in that
metropolis who does not earn more than twenty. This last sum indeed
does not exceed what is frequently earned by common labourers in
many country parishes. Whenever the law has attempted to regulate
the wages of workmen, it has always been rather to lower them than to
raise them. But the law has upon many occasions attempted to raise
the wages of curates, and for the dignity of the church, to oblige the
rectors of parishes to give them more than the wretched maintenance
which they themselves might be willing to accept of. And in both
eases the law seems to have been equally ineffectual, and has never
either been able to raise the wages of curates, or to sink those of
labourers to the degree that was intended ; because it has never been
able to hinder either the one from being willing to accept of less than

1[Eds. 4.and 5 erroneouslyinsert ' a' here.]
_[Aeeordingto Richard Burn's Ecclesiastical Law, I763, s.v. Curates, six marks was

the pay orderedby a constitutionof Archbishop Islip till x378, whenit was raisedto eight.]
,_Seethe Statute of labourers, 25 Ed. III. [Below,p. x77. The note isnot in ed. x.]
4[The quotationis not intendedto be verbatim, in spiteof the invertedcommas.]
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the legal allowance, on account of the indigence of their situation and
the multitude of their competitors ; or the other from receiving more,
on account of the contrary competition of those who expected to
derive either profit or pleasure from employing them-

The great benefices and other ecclesiastical dignities support the sothatit is
only the

honour of the church, notwithstanding the mean circumstances of some greatbene-
noes, etc.,

of its inferior members. The respect paid to the profession too makes whichsup-
some compensation even to them for the meanness of their pecuniary portthenonour of

recompenee. In Fmgland, and in all Roman Catholic countries, the the Englishand Roman

lottery of the church is in reality much more advantageous than is CathoticChurches.

necessary. The example of the churches of Scotland, of Geneva, and
of several other protestant churches, may satisfy us, that in so creditable
a profession, in which education is so easily procured, the hopes of
much more moderate benefices will draw a sufficient number of learned,
decent, and respectable men into holy orders.

In professions in which there are no benefices, such as law and physic, Thesame
cause, if

ifan equalproportionof peoplewere educatedat the publicexpence, present,

thecompetitionwould soon be sogreat,astosinkverymuch tbeirpecu- wouldlowerthe reward

niary reward. It might then not be worth any man's while to educate of lawyersand physi-

his son to either of those professions at his own expence. They would cians,
be entirely abandoned to such as had been educated by those public
charities, whose numbers and necessities would oblige them in general
to content themselves with a very miserable recompenee, to the entire
degradation of the now respectable professions of law and physic.

That unprosperous race of men commonly called men of letters, are as it has
done that of

pretty much in the situation which lawyers and physicians probably menof
would be in upon the foregoing supposition. In every part of F.urope letters,
the greater part of them have been educated for the church, but have
been hindered by difi.erent reasons from entering into holy orders. They
have generally, therefore, been educated at the public expence, and their
numbers are every-where so great as commonly to reduce the price of
their labour to a very paultry recompence.

Before the invention of the art of printing, the only employment by and thatof
which a man of letters could make any thing by his talents, was that teachers,

of a public or prtvate 1 teacher, or by communicating to other people the
curious and useful knowledge which he had acquired himself: And
this is still surely a more honourable, a more useful, and in general
even a more profitable employment than that other of writing for a
bookseller, to which the art of printing has given occasion. The time
and study, the genius, knowledge, and application requisite to qualify

] [Ed. x does not contain ' or private '.]
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an eminent teacher of the sciences, are at least equal to what is
necessary for the greatest practitioners in law and physic. But the
usual reward of the eminent teacher bears no proportion to that of the
lawyer or physician ; because the trade of the one is crowded with in-

digent people who have been brought up to it at the public exponce ;
whereas those of the other two are incumbered with very few who
have not been educated at their own. The usual recompence, how-
.ever, of public and private teachers, small as it may appear, would
undoubtedly be less than it is, if the competition of those yet more

! indigent men of letters who write for bread was not taken out of
the market. Before the invention of the art of printing, a scholar
and a beggar seem to have been terms very nearly synonymous. The
different governors of the universities before that time appear to have
often granted licences to their scholars to beg.1

whowere In ancient times, before any charities of this kind had been estab-
much better
paidin lished for the education of indigent people to the learned professions,
ancienttimes, the rewards of eminent teachers appear to have been much more con-

siderable. Isocrates, in what is called his discourse against the sophists,
reproaches the teachers of his own times with inconsistency. "They
make the most magnificent promises to their scholars, says he, and
undertake to teach them to be wise, to be happy, and to be just, and
in return for so important a service they stipulate the paultry reward
of four or five minm. They who teach wisdom, continues he, ought
certainly to be wise themselves ; but if any man were 2 to sell such a
bargain for such a price, he would be convicted of the most evident
folly." _ He certainly does not mean here to exaggerate the reward,
and we may be assured that it was not less than he represents it. Four
mince were equal to thirteen pounds six shillings and eight pence:
five minm to sixteen pounds thirteen shillings and four pence. Some-
thing not less than the largest of those two sums, therefore, must at
that time have been usually paid to the most eminent teachers at
Athens. lsocrates himself demanded ten mince, 4 or thirty-three pounds
six shillings and eight pence, from each scholar. When he taught at
Athens, he is said to have had an hundred scholars. I understand this
to be the number whom he taught at one time, or who attended what

we would call one course of lectures, a number which will not appear

l[Hume,/tzstory, eel of x773, vol, iii., p. 403, quotes IX Hen. VII., c. 22, which forbids
students to beg without permission from the chancellor.] s[Eds, x- 3 read ' was '.]

[§§ 3, 4. A veryfree but not incorrect translation. Arbuthnot, TablesofAncient Cain:,
§_'etghts and :lleasures, and ed., x7.54, p. I98, refers to but does not quote the passage a._ his

authority for stating the reward of asophist at four or five minm. He treats the mina asequal
to _f3 4s. 7d., which at the rate of 6_. to the pound troy is considerably too low.]

i[Plutarch, Demosthenes, c. v., § 3; /socrates, § 30.]
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extraordinary from so great a city to so famous a teacher, who taught
too what was at that time the most fashionable of all sciences, rhetoric.

He must have made, therefore, by each course of lectures, a thousand
minse, or 3,333L 6_ 8d. A thousand min_, accordingly, is said by
Plutarch in another place, to have been his Didactron, or usual price of
teaching. 1 Many other eminent teachers in those times appear to

have acquired great fortunes. Gorgias made a present to the temple
of Delphi of his own statue in solid gold. 2 We must not, I presume,
suppose that it was as large as the life. His way of living, as well as
that of Hippias and Protagoras, two other eminent teachers of those
times, is represented by Plato as splendid even to ostentation. _ Plato
himself is said to have lived with a good deal of magnificence. Aris-
totle, after having been tutor to Alexander, and most munificently
rewarded, as it is universally agreed, both by him and his father

Philip, 4 thought it worth while, notwithstanding, to return to Athens,
in order to resume the teaching of his school. Teachers of the sciences
were probably in those times less common than they came to be in an
age or two afterwards, when the competition had probably somewhat-
reduced both the price of their labour and the admiration for their
persons. The most eminent of them, however, appear always to have
enjoyed a degree of consideration much superior to any of the like
profession in the present times. The Athenians sent Carneades the
academic, and Diogenes the stoic, upon a solemn embassy to Rome ;
and though their city had then declined from its former grandeur, it
was still an independent and considerable republic. Carneades too
was a Babylonian by birth, 5 and as there never was a people more
jealous of admitting foreigners to public offices than the Athenians,
their consideration for him must have been very great.

This inequality is upon the whole, perhaps, rather advantageous Perhapsmi_
cheapness of

than hurtful to the public. It may somewhat degrade the profession teachingis
of a public teacher ; but the cheapness of literary education is surely nodi_dvaa-tage to the

an advantage which greatly over-balances this trifling ineonveniency, public.
The public too might derive still greater benefit from it, if the con-

1 [Arbuthnot, Tables of Ancient (.'gins, p. I98 , says, ' Isocrates had from his disciples a
didactron or reward of x,ooo mmm, _3,229 3s. 4d. ,' and quotes ' Plut. in Isocrate,' which
says nothing about a 'didactron,' but only that Isocrates charged ten minae and had xoo
pupil_--§§9, i_, 30.]

[This storyis from Pliny, H. N., xxxiiL,cap. Iv.,who remarks, ' Tantus erat doeendae
oratoriae quaestus,'but the commentatorspointout thatearlierauthoritiesascribetheerection
of thestatuenot to Gorgia.%but to thewholeof Greece.]

•_[It is difficultto d_scoveron whatpassage thisstatementis based.]
• [Plutarch,Alexander.]
5[This is a shp. Carneadeswas a nativeof Cyrene,and it was his eolleagamDiogenes

who wasa Babylonianby btrth.]
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stitution of those schools and colleges, in which education is carried
on, was more reasonable than it is at present through the greater part
of Europe J

(3)The Thirdly, The policy of Europe, by obstructing the free circulation of
_Oulicy of

ropeoh- labour and stock both from employment to employment, and from
freeStruCtScirculs-theplace to place, occasions in some cases a very inconvenient inequality
tionof in tile whole of the advantages and disadvantages of their differentlabour.

employments.
Apprentice- The statute of apprenticeship 2 obstructs the free circulation of labour
shipand from one employment to another, even in the same place. The exclu-corporation

privileges sire privileges of corporations obstruct it from one place to another,obstruct cir-

culation even in the same employment.from em-

ployment to It frequently happens that while high wages are given to the work-employment

andfrom men in one manufacture, those in another are obliged to content them-place to
place, selves with bare subsistence. The one is in an advancing state, and
Sothatthe has, therefore, a continual demand for new hands : The other is in achanges of

employment declining state, and the super-abundance of hands is continually in-necessary to
equalise creasing. Those two manufactures may sometimes be in the same
wages are
prevented, town, and sometimes in the same neighbourhood, without being able

to lend the least assistance to one another. The statute of apprentice-
ship may oppose it in the one case, and both that and an exclusive
corporation in the other. In many different manufactures, however,
the operations arc so much alike, that the workmen could easily
change trades with one another, if those absurd laws did not hinder
them. The arts of weaving plain linen and plain silk, for example,
are almost entirely the same. That of weaving plain woollen is some-
what different ; but the difference is so insignificant, that either a linen

or a silk weaver might become a tolerable workman in a very few days.
If any of those three capital manufactures, therefore, were de.caying,
the workmen might find a resource in one of the other two which was
in a more prosperous condition ; and their wages would neither rise too

high in the thriving, nor sink too low in the decaying manufacture.
The linen manufacture indeed is, in England, by a particular statute, _

open to every body; but as it is not much cultivated through the
greater part of the country, it can afford no general resource to the
workmen of other decaying manufactures, who, wherever the statute
of apprenticeship takes place, have no other choice but either to come
upon the parish, or to work as common labourers, for which, by their
habits, they are much worse qualified than for any sort of manufacture

1 [Below, vok n., pp. 249-26I. ]
'-'[Above, p. 122.] 8[I 5 Car. II., c. I5. ]



CH. X., PT. II] WAGES AND PROFIT 187

that bears any resemblance to their own. They generally, therefore,
chuse to come upon the parish.

Whatever obstructs the free circulation of labour from one employ- Whatob-structsthe
ment to another, obstructs that of stock Likewise; the quantity of circuhtion
stock which can be employed in any branch of business depending _lso°flabOUrob-

very much upon that of the 1 labour which can be employed in it. ofStructSstock.that
Corporation laws, however, give less obstruction to the free circulation
of stock from one place to another than to that of labour. It is every-
where much easier for a wealthy merchant to obtain the privilege of

trading in a town corporate, than for a poor artificer to obtain that of
working in it.

The obstruction which corporation laws give to the free circulation In Englandthe circula-

of labour is common, I believe, to every part of Europe. That which tionoflabour is

is given to it by the poor laws is, so far as I know, 2 peculiar to England. furtherob-
seructed by

It eonsists in the difficulty whieh a poor man finds in obtaining a thepoorlaw.
settlement, or even in being allowed to exercise his industry in any
parish but that to whieh he belongs. It is the labour of artificers and
manufaeturers only of which the free circulation is obstrueted by cor-
poration laws. The difficulty of obtaining settlements obstructs even
that of common labour. It may be worth while to give some account
of the rise, progress, and present state of this disorder, the greatest

perhaps of any in the police of England.
When by the destruction of monasteries the poor had been deprived Eachparishwas to sup-

of the eharity of those religious houses, after some other ineffectual port its own
poor under

attempts for their relief, it was enacted by the 43d of Elizabeth, e. _2. 43F_hz.c.2.
that every parish should be bound to provide for its own poor ; and that
overseers of the poor should be annually appointed, who, with the chureh-
wardens, should raise, by a parish rate, competent sums ibr this purpose.

By .this statute the necessity of providing for their own poor was theseweredetermined

indispensably imposed upon every parish. Who were to be considered by_3and'4Car. II. to
as the poor of eaeh parish, became, therefore, a question of some im- be suchashad resided
portanee. This question, after some variation, was at last determined fort_ days,

witfim which
by the 13th and 14th of Charles I1.3 when it was enacted, that forty time,how-
days undisturbed residence should gain any person a settlement in any inhabitantever'anew
parish ; but that within that time it should be lawful for two justices mightbere-moved.

of the peaee, upon complaint made by the churchwardens or overseers
of the poor, to remove any new inhabitant to the parish where he was
last legally settled ;4 unless he either rented a tenement of ten pounds

l[Ed. t does not contain 'the'.] _[Ed. i places the 'is' here.] 3[C. x2.]
4 [This account of the provisions of the Acts regarding settlement, though not inco.rreet,

inverts the order of the ideas which prompted them. The preamble eomplmns that owmg to
defects in the law ' poor people are not restrained from going from one parish to another,
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a year, or could give such security for the discharge of the parish
where he was then living, as those justices should judge sufficient

Notre iu Some frauds, it is said, were committed in consequence of this statute ;
writing was
required parish offcers sometimes bribing their own poor to go clandestinely to
frOmnewinhahi*theanother parish, and by keeping themselves concealed for forty days to
rantbyi gaina settlementthere,to thedischargeofthatto whichthey properlyJames II.

belonged. It was enacted, therefore, by the Ist of James If. I that the
forty days undisturbed residence of any person necessary to gain a
settlement, should be accounted only from the time of his delivering
notice in writing, of the place of his abode and the number of his
family, to one of the churchwardens or overseers of the parish where he
came todwell.

Suchnotice But parishofficers,itseems,were notalwaysmore honestwith regard
was to be
pubhshedin to their own, tlum they had been with regard to other parishes, and
church sometimes connived at such intrusions, receiving the notice, and takingunder 3

w IIL no proper steps in consequence of it. As every person in a parish,
therefore, was supposed to have an interest to prevent as much as
possible their being burdened by such intruders, it was further enacted
by the Sd of William III. 2 that the forty days residence should be
accounted only from the publication of such notice in writing on Sunday
in the church, immediately after divine service.

"After all," says Doctor Burn, "this kind of settlement, by con-
"tinuing forty days after publication of notice in writing, is very seldom
"obtained ; and the design of the acts is not so much for gaining of
"'settlements, as for the avoiding of them by persons coming into a
""parish clandestinely : for the giving of notice is only putting a force
"upon the parish to remove. But if a person's situation is such, that
"it is doubtful whether he is actually rcmoveab]e or not, he shall by
"giving of notice compel the parish either to allow him a settlement
'" uncontested, by suffering him to continue forty days ; or, by removing
"htm, to try the right." _

This statute, therefore, rendered it almost impracticable for a poor

and theTefore do endeavour to settle themselves m those parishes where there is the best
stock,' and so forth, and the Act therefore gives the justices power, ' within forty days after
any such person or persons coming so to settle as aforesaid,' to remove them ' to such parish
where he or they were last legally settled either as a native, householder, sojourner, apprentice
or servant for the space of forty days at the least '. The use of the term ' settlement ' seems to
have originated with this Act.]

1 [C. 17, ' An act for rewving and continuance of several acts '. The reason given is that
' such poor persons at thetr first coming to a parish do commonly conceal themselves '.
Nothing is said etther here or m Burn's Poor /azw or Justzce of the Peace about parish
officers bribing their poor to go to another parish.]

_L3 W. and M., c. xx, §3.]
3 [Rtchard Burn, Justtce oftht Peace, 1764, voL ii,, p. a53. ]
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man to gain a new settlement in the old way, by forty days inhabitancy. Therewere
But that it might not appear to preclude altogether the common people waysfourotherof
of one parish from ever establishing themselves with security in another, gainingasettlemem,

it appointed four other ways by which a settlement might be gained
without any notiee delivered or published. The first was, by being
taxed to parish rates and paying them; the second, by being elected
into an annual parish office, and serving in it a year; the third, by
serving an apprenticeship in the parish ; the fourth, by being hired into
service there for a year, and continuing in the same service during the
whole of ira

Nobody can gain a settlement by either of the two first ways, but by twoof
which were

the public deed of the whole parish, who are too well aware of the con- impossible
sequences to adopt any new-comer who has nothing but his labour to to allpoormen,

support him, either by taxing him to parish rates, or by electing him
into a parish office.

No married man can well gain any settlement in either of the two a_dthe
other two to

last ways. An apprentice is scarce ever married; and it is expressly allmarried
enacted, that no married servant shall gain any settlement by being men.
hired for a year. 2 The principal effect of introducing settlement by
service, has been to put out in a great measure the old fashion of hiring
for a year, which before had been so customary in England, that even
at this day, if no particular term is agreed upon, the law intends that
every servant is hired for a year. But masters are not always willing
to give their servants a settlement by hiring them in this manner ; and
servants are not always willing to be so hired, because, as every last
settlement discharges all the foregoing, they might thereby lose their
original settlement in the places of their nativity, the habitation of their
parents and relations.

No independent workman, it is evident, whether labourer or artificer, andtoallm-
dependent

is likely to gain any new settlement either by apprenticeship or by workme_
service. When sueh a person, therefore, carried his industry to a new
parish, he was liable to be removed, how healthy and industrious soever,
at the caprice of any churchwarden or overseer, unless he either rented

a tenement of ten pounds a year, a thing impossible for one who has
nothing but his labour to live by ; or could give such security for the
discharge of the parish as two justices of the peace should judge
sufficient. What security they shall require, indeed, is left altogether
to their discretion ; but they cannot well require less than thirty pounds,
it having been enacted, that the purchase even of a freehold estate of

2 [§ 7 confines settlement by service to unmarried persons without children.]
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lessthan thirtypounds value,shallnot gainany persona settlement,as

not being sufficientfor the dischargeof the parish,t But thisisa

securitywhich scarceany man who livesby labourcan give;and much

greatersecurityisfrequentlydemanded.
CertificatesIn orderto restorein some measure that freecirculationof labour
were in-
ventedto which those different statutes had almost entirely taken awayfl the
enable
personsto inventionof certificateswas fallenupon. By the 8th and 9th of
residein a William III. _ it was enacted, that if any person should bring a certifi-parish with-

out being cate from the parishwhere he was lastlegallysettled,subscribedbyimmediately

removable the churchwardens and overseers of the poor, and allowed by twoand without

gaininga justices of the peace, that every other parish should be obliged tosettlement.

receive him ; that he should not be removeable merely upon account of
his being likely to become chargeable, but only upon his becoming
actually chargeable, and that then the parish which granted the
certificate should be obliged to pay the expence both of his mainte-
nance and of his removal. And m order to give the most perfect
security to the parish where such certificated man should come to reside,
it was further enacted by the same statute, 4 that he should gain no
settlement there by any means whatever, except either by renting a
tenement of ten pounds a year, or by serving upon his own account in
an annual parish office for one whole year; and consequently neither
by notice, nor by service, nor by apprenticeship, nor by paying parish
rates. By the l_th of Queen Anne too, s/at. 1. c. 18. it was further

enacted, that neither the servants nor apprentices of such certificated
man should gain any settlement in the parish where he resided under
such certificate)

I [By 9 Geo. l.,c. 7.]
'2[Tbe Act, 13 & 14 Car. I1., c. I2, givmg the justices power to remove the immigrant

within forty days was certainly obstrucUve to the free circulatmn of labour, but the other
statutes referred to in the text, by making the attainment of a settlement more difficult, would
appear to llave made it less necessary for a parish to put m force the power of removal, and
therefore to have assisted rather than obstructed the free circulation of labour. The poor
law commissioners of 1834, long after the power of removal had been abolished in 1795,
found the law of settlement a great obstruction to the free circulation of labour, because
men were afraid of gaining a new settlement, not because a new settlement was denied
them.]

[C. 3o, ' An act for supplying some defects in the laws for the relief of the poor of this
kingdom '. The preamble recites, 'Forasmuch as many poor persons chargeable to the
parish, township or place where they live, merely for want of work, would in any other place
when sufficient employment is to be had maintain themselves and famihes without being
burdensome to any parish, township or place '. But certificates were invented long before
this. The Act 13 & 14 Car. II., c. i2, provides for/herr issue to persons going into another
parish for harvest or any other kind of work, and the preamble of 8 & 9 W. III., c. 3o,
shows that they were commonly given. Only temporary employment, however, was con-
templated, and, on the expiration of the Job, the certificated person became removable.]

4 IRa/her by the explanatory Act, 9 & xo W. III., c. xL]
5 [All these statutes are conveniently collected in Richard Burn's History of/he Paor Laws,

1764, pp. 94-xoo.]
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How far this invention has restored that free circulation of labour Certificates
were re-

which the preceding statutes had almost entirely taken away, we may quiredby
learn from the following very judicious observation of Doctor Burn. thenewparish but

"'It is obvious," says he, "that there are divers good reasons for re- refusedtheold.by

"quiring certificates with persons coming to settle in any place;
"namely, that persons residing under them can gain no settlement,
"neither by apprenticeship, nor by service, nor by giving notice,
"'nor by paying parish rates ; that they can settle neither apprentices
"nor servants ; that if they become chargeable, it is certainly known
"whither to remove them, and the parish shall be paid for the
"removal, and for their maintenance in the mean time; and that if

"they fall sick, and cannot be removed, the parish which gave the
"certificate must maintain them: none of all which can be without

"a certificate. Which reasons will hold proportionably for parishes
"not granting certificates in ordinary cases; for it is far more than
"an equal chance, but that they will have the certificated persons
"again, and in a worse condition." 1 The moral of this observation
seems to be, that certificates ought always to be required by the parish
where any poor man comes to reside, and that they ought very seldom
to be granted by that which he proposes to leave. "There is some-
"what of hardship in this matter of certificates," says the same very
intelligent Author, in his History of the Poor Laws, "by putting it in
"the power of a parish officer, to imprison a man as it were for life;
"however inconvenient it may be for him to continue at that place
"where he has had the misfortune to acquire what is ealletl a settle-
"ment, or whatever advantage he may propose to himself by living
"elsewhere." 2

Though a certificate carries along with it no testimonial of good be- Thecourts
haviour, and certifies nothing but that the person belongs to the parish forcedeclinedover-t°
to which he really does belong, it is altogether discretionary in the aSeerScertificate.t°give
parish officers either to grant or to refuse it. A mandamus was once
moved for, says Doctor Burn, to compel the churchwardens and over-
seers to sign a certificate ; but the court of King's Bench rejected the
motion as a very strange attempt, a

The very unequal price of labour which we frequently find in Eng- Thislawisthe cause of
land in places at no great distance from one another, is probably owing thevery

1 [Burn, Justice of the Peace, x764, vol. ii., p. _'74..]
2 [Burn, History oft]_e Poor Laws, 1764, pp. 235, 236, where it is observed that ' tt was the

easy method of ot_taining a settlement by a residency of forty days that brought parishes into
a state of war against the l_or and against one another,' and tl_.t if settlement were r_. uced
to the place of birth or of mhabitmmy for one or more years, certificates would be got rid of.]

a[Burn, Justice, vol. ii., p. 209. The date given is I73O. j
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unequal to the obstruction which the law of settlements gives to a poor man
_ice of who would carry his industry from one parish to another without abourin

England, certificate. A single man, indeed, who is healthy and industrious, may
sometimes reside by sufferance without one; but a man with a wife
and family who should attempt to do so, would in most parishes be

sure of being removed, and if the single man should afterwards marry,
he would generally be removed likewise. 1 The scarcity of hands in

one parish, therefore, cannot always be relieved by their super-
abundance in another, as it is constantly in Scotland, and, I believe, in
all other countries where there is no difficulty of settlement. In such

countries, though wages may sometimes rise a little in the neighbour-

hood of a great town, or wherever else there is an extraordinary de-
mand for labour, and sink gradually as the distance from such places

increases, till they fall back to the common rate of the country ; yet
we never meet with those sudden and unaccountable differences in the

wages of' neighbouring places which we sometimes find in England,
where it is often more difficult for a poor man to pass the artificial

boundary of a parish, than an arm of the sea or a ridge of high
mountains, natural boundaries which sometimes separate very distinctly
different rates of wages in other countries.

andanevl- To remove a man who has committed no misdemeanour from the
dent viola-

tlonof parish where he chuses to reside, is an evident violation of natural
nattlral
liberty, liberty and justice. The common people of England, however, so

thoughtamelysub- jealous of their liberty, but like the common people of most other
mitted to countries never rightly understanding wherein it consists, have now

for more than a century together suffered themselves to be exposed to
this oppression without a remedy. Though men of reflection too have
sometimes complained of the law of settlements as a public grievance ;
yet it has never been the object of any general popular clamour, such
as that against general warrants, an abusive practice undoubtedly, but
such a one as was not likely to occasion any general oppression.
There is scarce a poor man in England of forty years of age, I will
venture to say, who Ires not in some part of his life felt himself most
cruelly oppressed _ by this ill-contrived law of settlements.

Wage_were I shall conclude this long chapter with observing, that thoughanciently
rated byl,w anciently it was usual to rate wages, first by general laws extending

1[Sincethe fact of the father having no settlementwould not free the parish from the
danger of havangat some futureUmeto support the children.]

2[Some evidencein support of this assertionwouldhave been acceptabl_ Sir Frederic
M. Eden, State of the Poor, I797, vol. i., pp. 296-298,may be consultedon the other fide,
William Hay's Remarks on/he Laws t?elattng to /he Poor, x735,whichEden regards as
gavinga veryexaggeratedview of the obstructioncaused by thelaw of settlement,was inthe
EdinburghAdvocates'Library m _776,and Adam Smithmay haveseenit.]
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over the whole kingdom, and afterwards by particular orders of the orbyjustieea
justices of peace in every particular county, both these practices have of peace.
now gone entirely into disuse. "'By the experience of above four
"hundred years," says Doctor Burn, "'it seems time to ]ay aside all
" endeavours to bring under strict regulations, what in its own nature
"seems incapable of minute limitation : for if all persons in the same
"kind of work were to receive equal wages, there would be no emula-
"tion, and no room left for industry or ingenuity." 1

Particular acts of parliament, however, still attempt sometimes to Londo,tailors'

regulate wages in particular trades and in particular places. Thus the wagesare
still rated by

8th of George III. 2 prohibits under heavy penalties all master taylors law.
in London, and five miles round it, from giving, and their workmen

from accepting, more than two shillings and sevenpenee halfpenny a
day, except in the case of a general mourning. Whenever the legis-
lature attempts to regulate the differences between masters and their
workmen, its counsellors are always the masters. When the regulation,
therefore, is in favour of the workmen, it is always just and equitable ;
but it is sometimes otherwise when in favour of the masters. Thus the

law which obliges the masters in several different trades to pay their
workmen in mbney and not in goods, is quite just and equitable, s It
imposes no real hardship upon the masters. It only obliges them to
pay that value in money, which they pretended to pay, but did not
always really pay, in goods. This law is in favour of the workmen ;
but the 8th of George III. is in favour of the masters. When masters
combine together in order to reduce the wages of their workmen, they
commonly enter into a private bond or agreement, not to give more
than a certain wage under a certain penalty. Were the workmen to
enter into a contrary combination of the same kind, not to accept of
a certain wage under a certain penalty, the law would punish them

1 [History of t/_ Poor Laws, p. _3o, loosely quoted. After ' limitation' the passage runs,
' as thereby it leaves no room for industry or ingenuity ; for.if all persons in the same kind of
work were to receive equal wages there would be no emulatmn.']

u[7 Geo. I., stat. t, c. 13, was passed, aceording to its preamble, because journeymen
tailors had lately departed from their service wtthout just cause, and had entered into ' com-
binatious to advance their wages to unreasonable prices, and lessen their usual hours of work,
which is of evil example, and manifestly tends to the prejudice of trade, to the encouragement
of idleness, and to the great increase of the poor '. It prescribed hours, 6 A.M. to 8 P.M., and
wages, us. a day in the second quarter and rs. 8d. for the rest of the year. Quarter sessmns
might alter the rates. This Act was amended by 8 Geo. III., c. _7, under which the hours
were to be 6 A.M. tO 7 P-M., and wages a maximum of us. 7½d. a day. Masters reside the
area were forbidden to pay more to workers outside the area than was allowed by the Act
withinit.]

s[x Ann., stat-2, e. r8, appliedto workmenin the wcoUen,linen, fustian,cottonand iron
manufacture; x3 Geo. II., e. 8, to manufacturersof gloves,bouts,shoes and other leather
wares. The second of these Actsonly prohibitstruckpaymentswhenmade withoutthe re-
quest and consentof the workmen.]



144 INEQUALITIES OF WAGES AND PROFIT [BK. I., CH. X

very severely ; and if it dealt impartially, it would treat the masters in
the same manner. But the 8th of George III. enforces by law that
very regulation which masters sometimes attempt to establish by such
combinations. The complaint of the workmen, that it puts the ablest
and most industrious upon the same footing with an ordinary workman,
seems perfectly well founded.

Attempts In ancient times too it was usual to attempt to regulate the profitswere also
madeto of merchants and other dealers, by rating the price both of provisions
regulate
_rofits by and other goods. The assize of bread is, so far as I know, the only
andnXingpriees'theremnant of this ancient usage. Where there is an exclusive corpora-
assizeof tion, it may perhaps be proper to regulate the price of the firstbread sttll

remains, necessary of life. But where there is none, the competition will
regulate it much better than any assize. The method of fixing the
assize of bread established by the 31st of George II. 1 could not be put
in practice in Scotland, on account of a defect in the law ; its execu-
tion depending upon the office of clerk of the market, which does not
exist there. This defect was not remedied till the 3d of George III.2
The want of an assize occasioned no sensible ineonveniency, and the
establishment of one in the few places where it has yet taken place,
has produced no sensible advantage. In the greater part of the towns
of Scotland, however, there is an incorporation of bakers who claim
exclusive privileges, though they are not very strictly guarded.

Thein- The proportion between the different rates both of wages and profit
equalities of
wagesand in the different employments of labour and stock, seems not to be
profits are
notmuch much affected, as has already been observed, 3 by the riches or poverty,
affected by
the advan- the advancing, stationary, or declining state of the society. Such
cingor de- revolutions in the public welfare, though they affect the general ratesclining state

of the both of wages and profit, must in the end affect them equally in alliociety.

different employments. The proportion between them, therefore,
must. remain the same, and cannot well be altered, at least for any
considerable time, by any such revolutions.

1[C. 29.] 2[C. 6. The preamble relates the defect.] 3 [Above, p. 65. ]



CHAPTER Xl

OF THE RENT OF LAND

ENT, considered as the priee paid for the use of land, is natumllv Rent is the
" produce

the highest which the tenant can afford to pay in the actual wh,chis
circumstances of the land. In adjusting the terms of the lease, the overwhatisnecessary tO

landlord endeavours to leave him no greater share of the produce than paythefarmer ordi-

what is su_eient to keep up the stoek from which he furnishes the naryprofit.

seed, pays the labour, and purchases and maintains the cattle and other
instruments of husbandry, together with the ordinary profits of farming
stock in the neighbourhood. This is evidently the smallest share with
which the tenant can eontent himself without being a loser, and the
landlord seldom means to leave him any more. Whatever part of the

produce, or, what is the same thing, whatever part of its price, is over
and above this share, he naturally endeavours to reserve to himself as
the rent of his land, which is evidently the highest the tenant ean

afford to pay in the actual eireumstanees of the land. Sometimes,
indeed, the liberality, more frequently the ignoranee, of the landlord,
makes him aeeept of somewhat less than this portiou ; and sometimes
too, though more rarely, the ignorance of the tenant makes him under-
take to pay somewhat more, or to content himself with somewhat less,
than the ordinary profits of farming stoek in the neighbourhood. This
portion, however, may still be considered as the natural rent of land,
or the rent for which it _s naturally meant that land should for the
most part be let.

The rent of land, it may be thought, is frequently no more than a it isuot
reasonable profit or interest for the stock laid out by the landlord upon merelYterestonin-

stock laid
its improvement. This, no doubt, may be partly the ease upon some out in im-
occasions; for it can scarce ever be more than partly the case. The provemeuts,

landlord demands a rent even for unimproved land, and the supposed

interest or profit upon the expenee of improvement is generally an ad-
dition to this original rent. Those improvements, besides, are not

voL. I.--10 (145)
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always made by the stock of the landlord, but sometimes by that of
the tenant. When the lease comes to be renewed, however, the land-

lord commonly demands the same augmentation of rent, as if they had
been all made by his own.

andis some- He sometimes demands rent for what is altogether incapable oftimesob-
tainedfor human improvement. Kelp is a species of sea-weed, which, when burnt,
landincap-
ableofim- yields an alkaline salt, useful for making glass, soap, and for several
provement.
suchasrocks other purposes. It grows in several parts of Great Britain, particularly
wherekelp in Scotland, upon such rocks only as lie within the high water mark,grows,

which are twice every day covered with the sea, and of which the pro-
duce, therefore, was never augmented by human industry. The land-
lord, however, whose estate is bounded by a kelp shore of this kind,
demands a rent for it as much as for his corn fields.

andforthe Tile sea in the neighbourhood of the islands of Shetland is more than
opportumty

tofish. commonly abundant in fish, which make a great part of the subsistence of
their inhabitants. But in order to profit by the produce of the water, they
must have a habitation upon the neighbouring land. The rent of the land-

lord is in proportion, not to what the farmer can make by the land, but
to what he can make both by the land and by 1 the water. It is partly
paid in sea-fish ; and one of the very few instances in which rent makes

a part of the price of that commodity, is to be found in that country.
It Is there- The rent of land, therefore, considered as the price paid for the use
opolyf°reaprizem°n-of the land, is naturally a monopoly price. It is not at all proportioned

to what the landlord may have laid out upon the improvement of the
land, or to what he can afford to take; but to what the farmer can
afford to give.

Whether Such parts only of the produce of land can commonly be brought toparticular
parts of pro. market of which the ordinary price is sufficient to replace the stock
ducefetcha which must be employed in bringing them thither, together with itsprlce suffi-

cient to ordinary profits. If the ordinary price is more than this, the surplusyield a rent

dependson part of it will naturally go to the rent of the land. If it is not more,thedemand.'
though the commodity may be brought to market, it can afford no rent

to the landlord. Whether the price is, or is not more, depends upon
the demand.

Some parts There are some parts of the produce of land for which the demand
arealways must always be such as to afford a greater price than what is sufficientin sufficlent

demand: to bring them to market" and there are others for which it either mayotherssome-
timesare or may not be such as to afford this greater price. The former mustand some-

timesare always afford a rent to the landlord. The latter sometimes may, and
not.

sometimes may not, according to different circumstances.

1[. By' appears first in ed. 3.]
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Rent, it is to be observed, therefore, enters into the composition of Wa_esand
the price of commodities in a different way from wages and profit, proiltcausesareof

High or low wages and profit, are the causes of high or low price ; price; rentis an effect.

high or low rent is the effect of it. It is because high or low wages
and profit must be paid, in order to bring a particular commodity to

market, that its price is high or low. But it is because its price is high
or low ; a great deal more, or very little more, or no more, than what

is sufficient to pay those wages and profit, that it affords a high rent,
or a low rent, or no rent at all.

The particular consideration, first, of those parts of the produce of The chapter
is divided

land which always afford some rent ; secondly, of those which sometimes intothree
may and sometimes may not afford rent ; and, thirdly, of the variations parts.

which, in the different periods of improvement, naturally take place,
in the relative value of those two different sorts of rude produce, when
compared both with one another and with manufactured commodities,
will divide this chapter into three parts.

PART 1

Of the Produce q]"La,ut n,hich abvay._'affords" Rent

S men, like all other animals, naturally multiply in proportion to Foodcanalways pur-
the means of their subsistence, food is always, more or less, in chaseas

demand. It can always purchase or command a greater or smaller asmUChiteanlab°ur
quantity of labour, and somebody can always be found who is willing maintain
to do something in order to obtain it. The quantity of labour, indeed,
which it can purchase, is not always equal to what it could maintain,
if managed in the most _economical manner, on account of the high
wages which are sometimes given to labour. But it can always pur-
chase such a quantity of labour as it can maintain, according to the
rate at which that sort of labour is commonly maintained in the
neighbourhood.

But land, in almost any situation, produces a greater quantity of Almostall
food than what is sufficient to maintain all the labour necessary for hnd pro-duces more

bringing it to market, in the most liberal way in which tbat labour is thanenoughfood to

ever maintained. The surplus too is always more than sufficient to maintaintholabour and

replace the stock which employed that labour, together with its profits, paytheprofits, and
Something, therefore, always remains for a rent to the landlord, therefore

yields rent.
The most desart moors in Norway and Scotland produce some sort
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of pasture for cattle, of which the mill and the increase are always
more than sufficient, not only to maintain all the labour necessary for
tending them, and to pay the ordinary profit to the farmer or owner of

the herd or flock ; but to afford some small rent to the landlord. The
rent increases in proportion to the goodness of the pasture. The same
extent of ground not only maintains a greater number of cattle, but as

they are brought within a smaller compass, less labour becomes requisite
to tend them, and to collect their produce. The landlord gains both
ways ; by the increase of the produce, and by the diminution of the
labour which must be maintained out of it.

Therent The rent of land not only varies with its fertility, whatever be itsvaries with

situationas produce, but with its situation, whatever be its fertility. 1 Land in thewell aa with
fertility, neighbourhood of a town gives a greater rent than land equally fertile

in a distant part of the country. Though it may cost no more labour

to cultivate the one than the other, it must always cost more to bring
the produce of the distant land to market. A greater quantity of la-
bour, therefore, must be maintained out of it; and the surplus, from
which are drawn both the profit of the farmer and the rent of the land-

lord, must be diminished. But in remote parts of the country the rate
of profits, as has already been shown, _ is generally higher than in the
neighbourhood of a large town. A smaller proportion of this dimin-
ished surplus, therefore, must belong to the landlord.

Good roads, Good roads, canals, and navigable rivers, by diminishing the expenceetc., dlmin-
iahdiffer, of carriage, put the remote parts of the country more nearly upon a
ence_ofrent, level with those in the neighbourhood of the town. They are upon

that account the greatest of all improvements. They encourage the
cultivation of the remote, which must always be the most extensive

circle of the country. They are advantageous to the town, by breaking
down the monopoly of the country in its neighbourhood. They are ad-
vantugeous even to that part of the country. Though they introduce
some rival commodities into the old market, they open many new
markets to its produce. Monopoly, besides, is a great enemy to good
management, which can never be universally established but in con-

sequence of that free and universal competition which forces everybody
to have recourse to it for the sake of self-defence. It is not more than

fifty years ago, that some of the counties in the neighbourhood of Lon-

don petitioned the parliament against the extension of the turnpike
roads into the remoter counties. Those remoter counties, they pre-

1[Eds. I and 2 read ' The rent of land vaxtes with tts fertility, whatever be its produce, and
wtth _ts sRuation, whatever be tts fertihty.']

_[Above, p. 9x.]
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tended, from the cheapness of labour, would be able to sell their grass
and corn cheaper in the London market than themselves, and would
thereby reduce their rents, and ruin their cultivation. Their rents,
however, have risen, and their cultivation has been improved since that
time.

A corn field of moderate fertility produces a much greater quantity core land
yields

of food for man, than the best pasture of equal extent. Though its cul- larger

tivation requires much more labour, yet the surplus which remains after supplyoffood after

replacing the seed and maintaining all that labour, is likewise much maintaininglabourthan
greater. If a pound of butcher's-meat, therefore, was never supposed pasture.

to be worth more than a pound of bread, this greater surplus would

every-where be of greater value, and constitute a greater fund both for
the profit of the farmer and the rent of the landlord. It seems to have
done so universally in the rude beginnings of agriculture.

But the relative values of those two different species of food, bread, in curly
times meat

and butcher's-meat, are very different in the different periods of agri- i_cheaper
culture. In its rude beginnings, the unimproved wilds, which then thanbread.

OCCUpythe far greater part of the country, are all abandoned to cattle.
There is more butcher's-meat than bread, and bread, therefore, is the

food for which there is the greatest competition, and which consequently

brings the greatest price. At Buenos Ayres, we are told by Ulloa, four
reals, one-and-twenty pence halfpenny sterling, was, forty or fifty years

ago, the ordinary price of an ox, chosen from a herd of two or three
hundred. 1 He says nothing of the price of bread, probably because he
found nothing remarkable about it. An ox there, he says, costs little
more than the labour of catching him. But corn can no-where be raised

withottt a great deal of labour, and in a country which lies upon the
river Plate, at that time the direct road from Europe to the silver mines
of Potosi, the money price of labour could not be very cheap. It is
otherwise when cultivation is extended over the greater part of the

country. There is then more bread than butcher's-meat. The com-
petition changes its direction, and the price of butcher's-meat becomes
greater than the price of bread.

By the extension besides of cultivation the unimproved wilds become buthter onit becomes

insufficient to supply the demand for butcher's-meat. A great part dears.
of the cultivated lands must be employed in rearing and fattening
cattle, of which the price, therefore, must be sufficient to pay, not only
the labour necessary for tendlng them, but the rent which the landlord

l[Vol, i., p. 53a, in the French translation of Juan and UUoa's work, I'oyage histomque
de l'Amdrique m2r_'dionale AOardon Georffe fuan et don Antoine de Ulloa, 1752. Thestate-
ment ts repeated in almost the same words, subsututing ' three or four hundred' for ' two or
three hundred,' below, p. x86.]
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i and the profit which the farmer could have drawn from such land era-
, ployed in tillage. The cattle bred upon the most uncultivated moors,

when brought to the same market, are, in proportion to their weight or
goodness, sold at the same price as those which are reared upon the
most improved land. The proprietors of those moors profit by it, and
raise the rent of their land in proportion to the price of their cattle.
It is not more than a century ago that in many parts of the highlands

of Scotland, butcher's-meat was as cheap or cheaper than even bread
made of oat-meal. The union opened the market of England to the
highland cattle. Their ordinary price is at present about three times
greater than at the beginning of the century, and the rents of many
highland estates have been tripled and quadrupled in the same time. 1
In almost every part of Great Britain a pound of the best butcher's-meat
is, in the present times, generally worth more than two pounds of the
best white bread ; and in plentiful years it is sometimes worth three or
four pounds.

andpasture It is thus that in the progress of improvement the rent and profityields as
gooda rent of unimproved pasture come to be regulated in some measure by the
a8 cor|llalld_

rent and profit of what is improved, and these again by the rent and
profit of corn. Corn is an annual crop. Butcher's-meat, a crop which
requires four or five years to grow. As an acre of land, therefore, will
produce a much smaller quantity of the one species of food than of the
other, the inferiority of the quantity must be compensated by the su-
periority of the price. If it was more than compensated, more corn
land would be turned into pasture ; and if it was not compensated, part
of what was in pasture would be brought back into corn."

andsome- This equality, however, between the rent and profit of grass and thosetimes a

gr¢iterone. of corn ; of the land of which the immediate produce is food for cattle,
and of that of which the immediate produce is food for men ; must be

understood to take place only through the greater part of the improved
lands of a great country. In some particular local situations it is quite
otherwise, and the rent and profit of grass are much superior to what
can be made by corn.

as in the Thus in the neighbourhood of a great town, the demand for milk andneighbour-
hoodofi for forage to horses, frequently contribute, together with the high price
gre,t town. of butcher's-meat, to raise the value of grass above what may be called

its natural proportion to that of corn. This local advantage, it is evi-
dent, cannot be communicated to the lands at a distance.

orall overa Particular circumstances have sometimes rendered some countries so
populous
country populous, that the whole territory, like the lands in the neighbourhood

1 [See below, pp. z63 and 2x9. ]
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of a great town, has not been sufficient to produce both the grass and whichim-
the corn necessary for the subsistence of their inhabitants. Their lands, ports corn,
therefore, have been principally employed in the production of grass,
the more bulky commodity, and which cannot be so easily brought
from a great distance ; and corn, the food of the great body of the
people,has been chieflyimportedfrom foreigncountries.Holland is suchas

Hollandand

atpresentinthissituation,and a considerablepartofancientItalyseems ancient

to have been so duringthe prosperityof the Romans. To feedwell, Italy,
oldCato said,aswe aretoldby Cicero,was the firstand most profitable

thinginthe management of a privateestate; to feed tolerablywell,

the second;and tofeedill,the third. To plough,he ranked onlyin

the fourthplaceof profitand advantage.I Tillage,indeed,in that

part of ancientItalywhich layin the neighbourhood of Rome, must

have been verymuch discouragedby the distributionsof corn which

were frequentlymade to the people,eithergratuitously,or ata very

low price. This corn was brought from the conquered provinces,of
which several,insteadof taxes,were obligedtofurnisha tenthpartof

theirproduceata statedprice,aboutsixpencea peck,tothe republic.2

The low priceatwhich thiscorn was distributedtothe People,must

necessarilyhave sunk thepriceofwhat couldbe broughttothe Roman
market from Latium,or the ancientterritoryof Rome, and must have

discourageditscultivationinthatcountry.

In an open countrytoo,of which the principalproduce iscorn,a andocca-sionallyin

well-enclosedpieceof grasswillfrequentlyrent higherthan any corn acountrywhere en-
field in its neighbourhood. It is convenient for the maintenance of the closureis
cattle employed in the cultivation of the corn, and its high rent is, in unusual
this case, not so properly paid from the value of its own produce, as from
that of the corn lands which are cultivated by means of it. It is likely
to fall, if ever the neighbouring lands are completely enclosed. The
present high rent of enclosed land in Scotland seems owing to the
scarcity of enclosure, and will probably last no longer than that
scarcity. The advantage of enclosure is greater for pasture than for
corn. It saves the labour of guarding the cattle, which feed better
too when they are not liable to be disturbed by their keeper or his
dog.

But where there is no local advantage of this kind, the rent and pro- Ordinardythe rent of
fit of corn, or whatever else is the common vegetable food of the people, cornland

regulates
must naturally regulate, upon the land which is fit for p:-odueing it, the that of
rent and profit of pasture, pasture.

1[Cicero, De oflciis, lib. ii. adfln. Quoted in Lectures, p. 229. ]
2[See below, pp. 217, a_8.]
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Improved The use of the artificial grasses, of turnips, carrots, cabbages, and the
methods of
feeding other expedients which have been fallen upon to make an equal qnan-
cattle lower
meatin_ro- tity of land feed a greater number of cattle than when in natural grass,
portionto should somewhat reduce, it might be expected, the superiority which,bread.

in an.improved country, the price of butcher's-meat naturally has over
that of bread. It seems accordingly to have done so; and there is
some reason for believing that, at least in the London market, the price
of butcher's-meat in proportion to the price of bread, is a good deal
lower in the present times than it was in the beginning of the last
century.

The pri_e In the appendix to the Life of Prince Henry, Doctor Birch has givenof meat
was higher USan account of the prices of butcher's-meat as commonly paid by that
at the begin-
ning ofthe prince. It is there said that the four quarters of an ox weighing six
_vente_oth hundred pounds usually cost him nine pounds ten shillings, or there-amtury

abouts ; that is, thirty-one shillings and eight pence per hundred pounds
weight. 1 Prince Henry died on the 6th of November 1612, in the
nineteenth year of his age. _'

thanin In March 1764, there was a parliamentary inquiry into the causes of
xz63-4, the high price of provisions at that time. It was then, among other

proof to the same purpose, given in evidence by a Virginia merchant,
that in March 1763, he had victualled his ships for twenty-four or twenty-
five shillings the hundred weight of beef, which he considered as the
ordinary price; whereas, in that dear year, he had paid twenty-seven
shillings for the same weight and sort) This high price in 1764 is,
however, four shillings and eight pence cheaper than the ordinary price
paid by prince Henry ; and it is the best beef only, it must be observed,
which is fit to be salted for those distant voyages.

The price paid by prince Henry amounts to 3o_.d.per pound weight
of the whole carcase, coarse and choice pieces taken together ; and at
that rate the choice pieces could not have been sold by retail for less
than 4½d. or 5d. the pound.

In the parliamentary inquiry in 1764, the witnesses stated the price

of the choice pieces of the best beef to be to the consumer 4d. and _:d.
the pound ; and the coarse pieces in general to be from seven farthings
to 2½d. and 243-d.; and this they said was in general one half-penny
dearer than the same sort of pieces had usually been sold in the month

1 [ The L_fe o/I-lenrv Prince of Wales, by Thomas Birch, D.D., 176o, p. 346. ]
_[lbtd., p. _71.] "
s[A ReiOort from the Committee who, upon the 8t/z day of February, i764, mere appoinled

to znquzre _nto the Causes of the H_gh Price of Provtsions with the proceedings of the House
thereupon. Pubhshed by order of the House of Commons, 1764, paragraph 4, where, how-
ever, there is no defimte statement to the effect that the V_rgmia merchant, Mr. Capel Hau-
bury., considered u4s. or u5s. as the ordmary price. ]
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of March. 1 But even this high price is still a good deal cheaper than
what we can well suppose the ordinary retail price to have been in the
time of prince Henry.

During the twelve first years of the last century, the average price whereaswheat was
of the best wheat at the Windsor market was ] I. 18s. 3{_d. the quarter che_per.
of nine Winchester bushels.

But in the twelve years preceding 1764, including that year, the av-
erage price of the same measure of the best wheat at the same market
was 21. ls. 9½d. _

In the twelve first years of the last century, therefore, wheat appears
to have been a good deal cheaper, and butcher's-meat a good deal dearer,
than in the twelve years preceding 176¢, including that year.

In all great countries the greater part of the cultivated lands are em- Therentand profit
ployed in producing either food for men or food for cattle. The rent ofcorn_nd

and pasture
and profit of these regulate the rent and profit of all other cultivated reg_

those of al]
land. If any particular produce afforded less, the land would soon be otherland.
turned into corn or pasture ; and if any afforded more, some part of the
lands in corn or pasture would soon be turned to that produce.

Those productions, indeed, which require either a greater original ex- The appar-entlygreater
pence of improvement, or a greater annual expence of cultivation, in rentorprofitof some
order to fit the land for them, appear commonly to afford, the one a otherkinds

is only
greater rent, the other a greater profit than corn or pasture. This su- mtt*eston
periority, however, will seldom be found to amount to more than a greaterex-l_n_,

reasonable interest or compensation for this superior expence.
In a hop garden, a fruit garden, a kitchen garden, both the rent of as inhop.and fruit

the landlord, and the profit of the farmer, are generally greater than in gardens,
a corn or grass field. But to bring the ground into this condition re-
quires more expence. Hence a greater rent becomes due to the land-
lord. It requires too a more attentive and skilful management. Hence
a greater profit becomes due to the farmer. The crop too, at least
in the hop and fruit garden, is more precarious. Its price, therefore,
besides compensating all occasional losses, must afford something like
the profit of insurance. 3 The circumstances of gardeners, generally
mean, and always moderate, may satisfy us that their great ingenuity

l [Relbort from t/_e Committee, paragraph 3 almost verbatim. The Committee resolved
' that the high price of provisions of late has been occasioned partly by circumstances
peculiar to the season and the year, and partly by the defect of the laws in force for con-
victing and punishing all persons concerned in forestalling cattle in their passage to
market.']

2[These prioes are deduced from the tables at the end of the chapter. ]
aCOnly if the extra risk deters people from entering the business, and according to pp. xx2,

tI$ above it would not,
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is not commonly over-recompenced. Their delightful art is practised
by so many rich people for amusement, that little advantage is to be
made by those who practise it for profit; because the persons who
should naturally be their best customers, supply themselves with all
their most precious productions.

kitchen- The advantage which the landlord derives from such improvements
gar_; seems at no time to have been greater than what was sufficient to com-

pensate the original expence of making them. In the ancient hus-

bandry, after the vineyard, a well-watered kitchen garden seems to
have been the part of the farm which was supposed to yield the most
valuable produce. But Democritus, who wrote upon husbandry about

two thousand years ago, and who was regarded by the ancients as one
of the fathers of the art, thought they did not act wisely who enclosed
a kitchen garden. The profit, he said, would not compensate the ex-
pence of a stone wall ; and bricks (he meant, I suppose, bricks baked
in the sun) mouldered with the rain, and the winter storm, and required
continual repairs. Columella, who reports this judgment of Democritus,

does not controvert it, but proposes a very frugal method of enclosing
with a hedge of brambles 1and briars, which, he says, he had found by
experience to be both a lasting and an impenetrable fence ; 2 but which,
it seems, was not commonly known in the time of Democritus. Pal-
ladius adopts the opinion of Columella, which had before been recom-
mended by VarroJ In the judgment of those ancient improvers, the

produce of a kitchen garden had, it seems, been little more than suffi-
cient to pay the extraordinary culture and the expence of watering;
for in countries so near the sun, it was thought proper, in those times
as in the present, to have the command of a stream of water, which
could be conducted to every bed in the garden. Through the greater
part of Europe, a kitchen garden is not at present supposed to deserve
a better enclosure than that recommended by Columelta. In Great
Britain, and some other northern countries, the finer fruits cannot be

brought to perfection but by the assistance of a wall. Their price,
therefore, in such countries, must be sufficient to pay the expence of
building and maintaining what they cannot be had without. The fruit-
wall frequently surrounds the kitchen garden, which thus enjoys the
benefit of an enclosure which its own produce could seldom pay for.

l [E(Z I reads ' thorns '.]
[Columella, De re ruztica, xi., 3, but the recommendatmn of the fence is ' Et haec quidem

claudendl horti ratm maxime est antiquis probata ',l
[Gesnerus' edition of Columella in Scri)_tores rei rgHicae in Adam Smlth's library (see

Bonar's Catalogue, s.v. Gesnerus), commenting on the passage referred to above, quotes the
opimons of Varro, De re rusLica, i., I4, and Palladius, De re rustica, i., 34_]
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That the vineyard, when properly planted and brought to perfection, and_,e-
was the most valuable part of the farm, seems to have been an un- yard..
doubted maxim in the ancient agriculture, as it is in the modern through
all the wine countries. But whether it was advantageous to plant a
new vineyard, was a matter of dispute among the ancient Italian hus-
bandmen, as we learn from Columella. He decides, like a true lover

of all curious cultivation, in favour of the vineyard, and endeavours to
show, by a comparison of the profit and expenee, that it was a most ad-
vantageous improvement. 1 Such comparisons, however, between the
profit and expence of new projects, are commonly very _]lacious ; and
in nothing more so than in agriculture. Had the gain actually made
by such plantations been commonly as great as he imagined it might
have been, there could have been no dispute about it. The same point
is frequently at this day a matter of controversy in the wine countries.
Their writers on agriculture, indeed, the lovers and promoters of high
cultivation, seem generally disposed to decide with Columella in favour
of the vineyard. In France the anxiety of the proprietors of the old
vineyards to prevent the planting of any new ones, seems to favour their
opinion, and to indicate a consciousness in those who must have the ex-
perience, that this species of cultivation is at present in that country more
profitable than any other. It seems at the same time, however, to in-
dicate another opinion, that this superior profit can last no longer than
the laws which at present restrain the free cultivation of the vine. In
17Sl, they obtained an order of council, prohibiting both the planting
of new vineyards, and the renewal of those old ones, of which the cul-
tivation had been interrupted for two years, without a particular permis-
sion from the king, to be granted only in consequence of an information
from the intendant of the province, certifying that he had examined
the land, and that it was incapable of any other culture. The pretence
of this order was the scarcity of corn and pasture, and the super-abun-
dance of wine. But had this super-abundance been real, it would,

without any order of council, have effectually prevented the plantation
of new vineyards, by reducing the profits of this species of cultivation
below their natural proportion to those of corn and pasture. With re-

gard to the supposed scarcity of corn occasioned by the multiplication
of vineyards, corn is nowhere in France more carefully cultivated than
in the wine provinces, where the land is fit for producing it ; as in Bur-
gundy, Guienne, and the Upper Languedoc. The numerous hands
employed in the one species of cultivation necessarily encourage the
other, by affording a ready market for its produce. To diminish the

1 [De re rustica, iii., 3-]



156 RENT OF LAND [BK. I

number of those who are capable of paying for it, is surely a most unpro-
mising expedient for encouraging the cultivation of corn. It is like the
policy which would promote agriculture by discouraging manufactures.

The rent and profit of those productions, therefore, which require
either a greater original expence of improvement in order to fit the land
for them, or a greater annual expence of cultivation, though often much

superior to those of corn and pasture, yet when they do no more than
compensate such extraordinary expence, are in reality regulated by the
rent and profit of those common crops.

Landfitted It sometimes happens, indeed, that the quantity of land which can
tot a par- be fitted for some particular produce, is too small to supply the effectualticu|ar pro-

du_ may demand. The whole produce can be disposed of to those who arehave a mota-

opoly, willing to give somewhat more than what is sufficient to pay the whole
rent, wages and profit necessary for raising and bringing it to market,
according to their natural rates, or according to the rates at which they
are paid in the greater part of other cultivated land. The surplus Part
of the price which remains after defraying the whole expence of im-
provement and cultivation may commonly, in this ease, and in this ease

only, bear no regular proportion to the like surplus in corn or Pasture,
but may exceed it in almost any degree ; and the greater part of this
excess naturally goes to the rent of the landlord.

suchas that The usual and natural proportion, for example, between the rent and
whichpro- profit of wine and those of corn and pasture, must be understood toduces wlne

of a parttcu- take place only with regard to those vineyards which produce nothinglar flavour,

but good common wine, such as can be raised almost any-where, upon
any light, gravelly, or sandy soil, and whieh has nothing to recommend
it but its strength and wholesomeness. It is with such vineyards only
that the common land of the country can be brought into competition ;
for with those of a peculiar quality it is evident that it cannot.

The vine is more affected by the difference of soils than any other
fruit tree. From some it derives a flavour which no culture or manage-
ment can equal, it is supposed, upon any other. This flavour, real or
imaginary, is sometimes peculiar to the produce of a few vineyards;
sometimes it extends through the greater part of a small district, and
sometimes through a considerable part of a large province. The whole
quantity of such wines that is brought to market falls short of the ef-
feetual demand, or the demand of those who would be willing to Pay the
whole rent, profit and wages necessary for preparing and bringing them
thither, according to the ordinary rate, or according to the rate at
which they are paid in common vineyards. The whole quantity, there-

fore, can be disposed of to those who are willing to pay more, which
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necessarily raises the 1 price above that of common wine. The difference
is greater or less, according as the fashionableness and scarcity of the
wine render the competition of the buyers more or less eager. What-
ever it be, the greater part of it goes to the rent of the landlord. For
though such vineyards are in general more carefully cultivated than
most others, the high price of the wine seems to be, not so much the
effect, as the cause of this careful cultivation. In so valuable a pro-
duce the loss occasioned by negligence is so great as to force even the
most careless to attention. A small part of this high price, therefore,
is sufficient to pay the wages of the extraordinary labour bestowed upon
their cultivation, and the profits of the extraordinary stock which puts
that labour into motion.

The sugar colonies possessed by the European nations in the West or theWest
Indian sugar

Indies, may be compared to those precious vineyards. Their whole pro- colonies,

duee falls short of the effectual demand of Europe, and can be disposed
of to those who are willing to give more than what is sufficient to pay
the whole rent, profit and wages necessary for preparing and bringing
it to market, according to the rate at which they are commonly paid
by any other produce. In Cochin-china the finest white sugar commonly
sells for three piastres the quintal, about thirteen shillings and sixpence
of our money, as we are told by Mr. Poivre, 2 a very careful observer of
the agriculture of that country. What is there called the quintal weighs

from a hundred and fifty to two hundred Paris pounds, or a hundred
and seventy-five Paris pounds at a medium, 3 which reduces the price of
the hundred weight English to about eight shillings sterling, not a fourth
part of what is commonly paid for the brown or muskavada sugars im-
ported from our colonies, and not a sixth part of what is paid for the
finest white sugar. The greater part of the cultivated lands in Cochin-
china are employed in producing corn and rice, the food of the great
body of the people. The respective prices of corn, rice, and sugar, are
there probably in the natural proportion, or in that which naturally
takes pla_e in the different crops of the greater part of cultivated land,
and which recompences the landlord and farmer, as nearly as can be
computed, according to what is usually the original expenee of improve-
ment and the annual expence of cultivation. But in our sugar colonies
the price of sugar bears no such proportion to that of the produce of a

1 [Ed. x reads ' their '.]
2 Voyages d'tm Philosophe [ou observal_oTzs sur les mo_urs el les arts des _OeuiOlesde

EAfrr_,ue, de FAs_e, et de l'Aragmque, i768, pp. 92, 93. The note appears first in ed. 2].[The French original says the Cochin-China quintal ' dqmvaut _t _5oL. 2oo de nos hvres,
poids de mare,' which cannot possibly bear the meaning ascribed to it m the text. Probably
the ISoL. are potmdsequalto x_ of the pounds poids de mare. This wouldmake the ewt.
Englishworth onlyabout sevenshillings.]
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rice or corn field either in Europe or in America. It is commonly said,

that a sugar planter expects that the rum and the molasses should de-
fray the whole expence of his cultivation, and that his sugar should be
all clear profit. If this be true, for I pretend not to affirm it, it is as if
a corn farmer expected to defray the expence of his cultivation with the
chaff and the straw, and that the grain should be all clear profit. We
see frequently societies of merchants in London and other trading towns,
purchase waste lands in our sugar colonies, which they expect to im-
prove and cultivate with profit by means of factors and agents; not-
withstanding the great distance and the uncertain returns, from the
defective administration of justice in those countries. Nobody will
attempt to improve and cultivate in the same manner the most fertile
lands of Scotland, Ireland, or the corn provinces of North America,
though from the more exact administration of justice in these countries,
more regular returns might be expected.

•ndin a le_s In Virginia and Maryland the cultivation of tobacco is preferred, as
degree the
rob.coo more profitable, to that of corn. Tobacco might be cultivated with
plantations advantage through the greater part of Europe; but in almost everyof Virginia

andMary- part of Europe it has become a principal subject of taxation, and toland

collect a tax from every different farm in the country where this plant
might happen to be cultivated, would be more difficult, it has been
supposed, than to levy one upon its importation at the custom-house.
The cultivation of tobacco has upon this account been most absurdly

prohibited through the greater part of Europe, 1 which necessarily gives
a sort of monopoly to the countries where it is allowed ; and as Virginia"
and Maryland produce the greatest quantity of it, they share largely,
though with some competitors, in the advantage of this monopoly.
The cultivation of tobacco, however, seems not to be so advantageous
as that of sugar. I have never even heard of any tobacco plantation
that was improved and cultivated by the capital of merchants who

1 [Tobacco growing in England, Ireland, and the Channel Islands was prohibited by x2
Car. II., c. 34, the preamble of which alleges that the lords and commons have consu_red ' of
how great concern and importance it is that the colonies and plantations of this kingdom in
America be defended, maintained and kept up, and that all due and possible encouragement
be given unto them, and that not only in regard great and considerable dominions and countries
have been thereby gained and added to the imperial c_own of this realm, but for that the strength
and welfare of thus kingdom do very much depend upon them in regard of the employment of
a very considerable part of its shipping and seamen, and of the vent of very great quantities of
Its native commodlues and manufactures as also of its supply with several considerable corn-
modifies which it was wont formerly to have only from foreigners and at far dearer rates, and
forasmuch as tobacco is one of the main products of several of those plantations and upon
which their welfare and subsistence and the navigation of this kingdom and vent of its com-
modities thither do much depend ; And m regard it ts found by experience that the tobaccos
planted m these parts are not so good and wholesome for the takers thereof, and that by the
planting thereof Your Majesty is deprived of a considerable part of your revenue.' The
prohibition was extended to Scotland by 22 Geo III,, c. 73.]
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resided in Great Britain, and our tobacco colonies send us home no

such wealthy planters as we see frequently arrive from our sugar islands.
Though from the preference given in those colonies to the cultivation
of tobacco above that of corn, it would appear that the effectual demand

of Europe for tobacco is not completely supplied, it probably is more
nearly so than that for sugar: And though the present price of
tobaeeo is probably more than sufficient to pay the whole rent, wages
and profit necessary for preparing and bringing it to market, according
to the rate at which they are commonly paid in corn land ; it must not
be so much more as the present price of sugar. Our tobacco planters,
accordingly, have shewn the same fear of the super-abundance of
tobacco, which the proprietors of the old vineyards in France have of
the super-abundance of wine. By act of assembly they have restrained
its cultivation to six thousand plants, supposed to yield a thousand
weight of tobacco, for every negro between sixteen and sixty years of
age. 1 Such a negro, over and above this quantity of tobacco, can
manage, they reckon, four acres of Indian corn. 2 To prevent the
market from being overstocked too, they have sometimes, in plentiful
years, we are told by Dr. Douglas, 3 (I suspect he has been ill informed)
burnt a certain quantity of tobacco for every negro, in the same manner
as the Dutch are said to do of spices. 4 If such violent methods are
necessary to keep up the present price of tobacco, the superior advan-
tage of its culture over that of corn, if it still has any, will not probably
be of long continuance.

It is in this manner that the rent of the cultivated land, of which so therent
of cultivated

the produce is human food, regulates the rent of the greater part of landpro-
ducingfood

other cultivated land. No particular produce can long afford less ; regulates
because the land would immediately be turned to another use: And that ofmostof the rest,

if any particular produce commonly affords more, it is because the
quantity of land which can be fitted for it is too small to supply the
effectual demand.

In Europe corn is the principal produce of land which serves andin
Europe the

immediately for human food. F,xcept in particular situations, therefore, rentofcorn

1[WilliamDouglass, M.D., A Summary, ttistorical and Pohtical, of the First Flan/ing,
Progressive Improvements and Present State of the Brilish Settlements in Nor./h America,
x76o, vol. ii., pp. 359, 360 and 373.]

_ [Ib/d., p. 374, but the phrase m ' an industrious man' not ' such a negro'.]
n Douglas's Summary, voL ii. p. 372, 373. [This note appears first in ed. 2. In the text

of ed. z the name is spelt ' Douglass '. ]
4 [This saying about the Dutch and spzces is repeated below, vol. iL, p. 26, and again

p. x35. Douglass, vol. ii., p. 372, in a note to the statement that Virginia and Maryland
oceastonally produce more than they can sell to advantage, which immediately precedes his
aeeotmt of the occasional burning of tobacco, says : ' This Is sometimes the case with the
Dutch East India spices and the West India sugars.']
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_d regu- the rent of corn land regulates in Europe that of all other cultivated
lares that of
otherculti- land. Britain need envy neither the vineyards of France nor the olive
vatod land

F_o_ucing plantations of Italy. Except in particular situations, the value of these
• is regulated by that of corn, in which the fertility of Britain is not

much inferior to that of either of those two countries.

If thecorn- If in any country tile common and favourite vegetable food of the
mort food
wassuchas people should be drawn from a plant of which the most common land,
toproduce with the same or nearly the same culture, produced a much greatera greater

surplus,rent quantity than the most fertile does of corn, the rent of the landlord,would be

higher- or the surplus quantity of food which would remain to him, after paying
the labour and replacing the stock of the farmer together with its
ordinary profits, would necessarily be much greater. Whatever was
the rate at which labour was commonly maintained in that country,
this greater surplus could always maintain a greater quantity of it, and
consequently enable the landlord to purchase or command a greater
quantity of it. The real value of his rent, his real power and authority,
his command of the necessaries and eonveniencies of life with which

the labour of other people could supply him, would necessarily he much
greater.

forexample. A rice field produces a much greater quantity of food than the most

rice. fertile corn field. Two crops in the year from thirty to sixty bushels
each, are said to be the ordinary produce of an acre. Though its
cultivation, therefore, requires more labour, a much greater surplus
remains after maintaining all that labour. In those rice countries,
therefore, where rice is the common and favourite vegetable food of
the people, and where the cultivators are chiefly maintained with it,
a greater share of this greater surplus should belong to the landlord
than in corn countries. In Carolina, where the planters, as in other
British colonies, are generally both farmers and landlords, and where
rent consequently is confounded with profit, the cultivation of rice is
found to be more profitable than that of corn, though their fields pro-
duce only one crop in the year, and though, from the prevalence of
the customs of Europe, rice is not there the common and favourite
vegetable food of the people.

A good rice field is a bog at all seasons, and at one season a bog
covered with water. It is unfit either for corn, or pasture, or vineyard,
or, indeed, for any other vegetable produce that is very useful to men :
And the lands which are fit for those purposes, are not fit for rice.
Even in the rice countries, therefore, the rent of rice lands cannot

regulate the rent of the other cultivated land which can never he
turned to that produce.
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The food produced by a field of potatoes is not inferior in quantity orporto, s.
to that produced by a field of rice, and much superior to what is pro-
duced by a field of wheat. Twelve thousand weight of potatoes from
an acre of land is not a greater produce than two thousand weight of
wheat. The food or solid nourishment, indeed, which can be drawn

from each of those two plants, is not altogether in proportion to their
weight, on account oi the watery nature of potatoes. Allowing, how-
ever, half the weight of this root to go to water, a very large allowance,
such an acre _of potatoes will still produce six thousand weight of solid
nourishment, three times the quantity produced by the acre of wheat.
An acre of potatoes is cultivated with less expence than an acre of
wheat ; the fallow, which generally precedes the sowing of wheat, more
than compensating the hoeing and other extraordinary culture which is
always given to potatoes. Should this root ever become in any part of
Europe, like rice in some rice countries, the common and favourite

vegetable food of the people, so as to occupy the same proportion of
the lands in tillage which wheat and other sorts of grain for human
food do at present, the same quantity of cultivated land would main-

tain a much greater number of people, and the labourers being gener-
ally fed with potatoes, a greater surplus would remain after replacing
all the stock and maintaining all the labour employed in cultivation.
A greater share of this surplus too would belong to the landlord.
Population would increase, and rents would rise much beyond what
they are at present.

The land which is fit for potatoes, is fit for almost every other useful
vegetable. If they occupied the same proportion of cultivated land
which corn does at present, they would regulate, in the same manner,
the rent of the greater part of other cultivated land.

In some parts of Lancashire it is pretended, I have been told, that Wheat1_
probably a

breadof oatmealisa heartierfood forlabouringpeoplethan wheaten betterfood

bread,and I have frequentlyheardthe same doctrineheldinScotland. tha,oat_,
I am, however,somewhat doubtfulof the truthof it. The common

peopleinScotland,who arefed with oatmeal,are ingeneralneitherso

strongnor sohandsome asthe same rank ofpeopleinEngland,who are

fed withwheaten bread. They neitherwork sowell,nor looksowell;

and as there isnot the same differencebetween the peopleof fashion

inthe two countries,experiencewould seem to show,that the foodof

thecommon peopleinScotlandisnotsosuitabletothe human constitu-

tionasthatof theirneighboursof the same rank inEngland.1 But it butnotthan

seems tobe otherwisewith potatoes.The chairmen,porters,and coal- potato_s,

a [The inferiority of oatmeal has already been assured above, p. 77. ]

VOL. L--If
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hearers in London, and those unfortunate women who live by prostitu-

tion, the strongest men and the most beautiful women perhaps in the
British dominions, are said to be, the greater part of them, from the
lowest rank of people in Ireland, who are generally fed with this root.
No food can afford a more decisive proof of its nourishing quality, or of
its being peculiarly suitable to the health of the human constitution.

Potatoes, It is difficult to preserve potatoes through the year, and impossible
howe; er, are

perishable, to store them like corn, for two or three years together. The fear of
not being able to sell them before they rot, discourages their cultivation,
and is, perhaps, the chief obstacle to their ever becoming in any great
country, like bread, the principal vegetable food of all the different
ranks of the people.

PART II

Qf the Produce of Land which sometimes does, aim sometimes does not,
afford Rent

UMAN food seems to be the only produce of land which always
and necessarily affords some rent to the landlord. Other sorts

of produce sometimes may and sometimes may not, according to different
circumstances.

Thema- After food, cloathing and lodging are the two great wants of mankind.
terials of

clothmgand Land in its original rude state can afford the materials of cloathing
lodging,
atfirstsuper- and lodging to a much greater number of people than it can feed. In
abundant,
come intime its improved state it can sometimes feed a greater number of people
toafforda than it can supply with those materials" at least in the way in whichrent

they require them, and are willing to pay for them. In the one state,
therefore, there is always a super-abundance of those materials, which

are frequently, upon that account, of little or no value. In the other
there is often a scarcity, which necessarily augments their value. In
the one state a great part of them is thrown away as useless, and the
price of what is used is considered as equal only to the labour and ex-
pence of fitting it for use, and can, therefore, afford no rent to the land-
lord. In the other they are all made use of, and there is frequently a
demand for more than can be had. Somebody is always z willing to
give more for every part of them than what is sufficient to pay the ex-
pence of/bringing them to market. Their price, therefore, can always
afford some rent to the landlord.

1 [This ' always' Is qualified almost to the extent of contradiction on p. z65, below.]
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The skins of the larger animals were the original materials of cloath- Forex-
ample,hides

ing. Among nations of hunters and shepherds, therefore, whose food andwool.
consists chiefly in the flesh of those animals, every man, by providing
himself with food, provides himself with the materials of more cloathing
than he can wear. If there was no foreign commerce, the greater

part of them would be thrown away as things of no value. This was
probably the case among the hunting nations of North America, before
their country was discovered by the Europeans, with whom they now
exchange their surplus peltry, for blankets, fire-arms, and brandy, which
gives it some value. In the present commercial state of the known
world, the most barbarous nations, I believe, among whom land property
is established, have some foreign commerce of this kind, and find among
their wealthier neighbours such a demand for all the materials of
cleathing, which their land produces, and which can neither be wrought
up nor consumed at home, as raises their price above what it costs to
send them to those wealthier neighbours. 1 It affords, therefore, some
rent to the landlord. When the greater part of the highland cattle
were consumed on their own hills, the exportation of their hides made
the most considerable article of the commerce of that country, and
what they were exchanged for afforded some addition to the rent
of the highland estates. _ The wool of England, which in old times
could neither be consumed nor wrought up at home, found a market
in the then wealthier and more industrious country of Flanders, and
its price afforded something to the rent of the land which produced it.
In countries not better cultivated than England was then, or than the
highlands of Scotland are now, and which had no foreign commerce,
the materials of cloathing would evidently be so super-abundant, that
a great part of them would be thrown away as useless, and no part
could afford any rent to the landlord.

The materials of lodging cannot always be transported to so great a stoneand
distance as those of cloathing, and do not so readily become an object timber.
of foreign commerce. When they are super-abundant in the country
which produces them, it frequently happens, even in the present
commercial state of the world, that they are of no value to the
landlord. A good stone quarry in the neighbourhood of London would
afford a considerable rent. In many parts of Scotland and Wales it
affords none. Barren timber for building is of great value in a populous
and well-cultivated country, and the land which produces it affords
a considerable rent. But in many parts of North America the land-
lord would be much obliged to any body who would carry away the

1 [Ed. x reads ' thither '.] 2 [Above, p. i5o, and below, p. 219. ]
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greater part of his large tree_ In some parts of the highlands of
Scotland the bark is the only part of the wood which, for want of
roads and water-carriage, can be sent to market. The timber is left
to rot upon the ground. When the materials of lodging are so super-
abundant, the part made use of is worth only the labour and expence
of fitting it for that use. It affords no rent to the landlord, who
generally grants the use of it to whoever takes the trouble of asking
it. Tbe demand of wealthier nations, however, sometimes enables him

to get a rent for it. The paving of the streets of London has enabled
the owners of some barren rocks on the coast of Scotland to draw a

rent from what never afforded any before. The woods of Norway and
of the coasts of the Baltic, find a market in many parts of Great Britain
which they could not find at home, and thereby afford some rent to
their proprietors.

Population Countries are populous, not in proportion to the number of people
depends on
food: whom their produce can cloath and lodge, but in proportion to that of

those whom it can feed. When food is provided, it is easy to find the
necessary eloathing and lodging. But though these are at hand, it
may oP_en be difficult to find food. In some parts even of the British
dominions what is called A House, may be built by one day's labour
of one man. The simplest species of cloathing, the skins of animals,
require somewhat more labour to dress and prepare them for use. They
do not, however, require a great deal. Among savage and barbarous
nations, a hundredth or little more than a hundredth part of the labour
of the whole year, will be sufficient to provide them with such cloathing
and lodging as satisfy the greater part of the people. All the other
ninety-nine parts are frequently no more than enough to provide them
with food.

sothede- But when by the improvement and cultivation of land the labour of
mand for the

materialsof one family can provide food for two, the labour of half the society
clothingand becomes sufficient to provide food for the whole. The other half,lodging Is

increasedby therefore, or at least the greater part of them, can be employed ingreater ease

of obtainmg providing other things, or in satisfying the other wants and fanciesfood,

of mankind. Cloathing and lodging, honshold furniture, and what is
called Equipage, are the principal objects of the greater part of those
wants and fancies. The rich man consumes no more food than his

poor neighbour. In quality it may be very different, and to select and

prepare it may require more labour and art ; but in quantity it is very
nearly the same. But compare the spacious palace and great wardrobe
of the one, with the hovel and the few rags of the other, and you will
be sensible that the difference between their cloathing, lodging, and



CH. XI., FT. II] FROM MATERIALS 165

houshold furniture, is almost as great in quantity as it is in quality.
The desire of food is limited in every man by the narrow capacity of
the human stomach ; but the desire of the conveniencies and ornaments

of building, dress, equipage, and houshold furniture, seems to have no
limit or certain boundary. Those, therefore, who have the command
of more food than they themselves can consume, are always willing to
exchange the surplus, or, what is the same thing, the price of it, for

gratifications of this other kind. What is over and above satisfying
the limited desire, is given for the amusement of those desires which
cannot be satisfied, but seem to be altogether endless. The poor, in
order to obtain food, exert themselves to gratify those fancies of the

rich, and to obtain it more certainly, they vie with one another in the
cheapness and perfection of their work. The number of workmen
increases with the increasing quantity of food, or with the growing
improvement and cultivation of the lands ; and as the nature of their
business admits of the utmost subdivisions of labour, the quantity of

materials which they can work up, increases in a much greater pro-
portion than their numbers. Hence arises a demand for every sort of
material which human invention can employ, either usefully or orna-

mentally, in building, dress, equipage, or houshold furniture; for the
fossils and minerals contained in the bowels of the earth, the precious
metals, and the precious stones.

Food is in this manner, not only the original source of rent, but every whichthus
makes them

other part of the produce of land which afterwards affords rent, derives affordrent.
that part of its value from the improvement of the powers of labour in
producing food by means of the improvement and cultivation of land. 1

Those other parts of the produce of land, however, which afterwards Theydonot.
however,

afford rent, do not afford it always. Even in improved and cultivated eventhen
always atTord

countries, the demand for them is not always such as to afford a greater rent:
price than what is sufficient to pay the labour, and replace, together
with its ordinary profits, the stock which must be employed in bringing
them to market. Whether it is or is not such, depends upon different
circllmgtances.

Whether a coal-mine, for example, can afford any rent, depends for example,
some coal-

partly upon its fertility, and partly upon its situation. mines are
too barren

A mine ofany kind may be saidtobe eitherfertileorbarren,accord- toa_ord

ing as the quantityof mineralwhich can be brought from itby a rent,

certainquantityoflabour,isgreaterorlessthanwhat can bebroughtby

an equalquantityfromthegreaterpartofotherminesofthesame kind.

1 [This and the two preceding paragraphs appear to be based on the dissertation on the

natural wants of mankind in I.ectures_ pp. x57-x6x ; cp. Moral Sentiments, x759, p. 349.]
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Some coal-mines advantageously situated, cannot be wrought on
account of their barrenness. The produce does not pay the expence.
They can afford neither profit nor rent.

There are some of which the produce is barely sufficient to pay the

labour, 1 and replace, together with its ordinary profits, the stock em-
ployed in working them. They afford some profit to the undertaker
of the work, but no rent to the landlord. They can be wrought

advantageously by nobody but the landlord, who being himself under-
taker of the work, gets the ordinary profit of the capital which he

employs in it. Many coal-mines in Scotland are wrought in this manner,
and can be wrought in no other. The landlord will allow nobody else
to work them without paying some rent, and nobody can afford to pay
any,

or too Other coal-mines in the same country sufficiently fertile, cannot be
di._dvan-
tsgeously wrought on account of their situation. A quantity of mineral sufficient
situated.

to defray the expence of working, could be brought from the mine by
the ordinary, or even less than the ordinary quantity of labour: But
in an inland country, thinly inhabited, and without either good roads or
water-carriage, this quantity could not be sold.

Thepriceof Coals are a less agreeable fewel than wood : they are said too to be
coal is kept
downbythat less wholesome. The expenee of coals, therefore, at the place where
ofwood. they are consumed, must generally be somewhat less than that of wood.

whichvaries The price of wood again varies with the state of agriculture, nearlywith the
stateof in the same manner, and exactly for the same reason, as the price of
agriculture cattle. In its rude beginnings the greater part of every country is

covered with wood, which is then a mere incumbrance of no value to

the landlord, who would gladly give it to any body for the cutting. As
agriculture advanees, the woods are partly cleared by the progress of
tillage, and partly go to decay in consequence of the increased number
of cattle. These, though they do not increase in the same proportion
as corn, which is altogether the acquisition of human industry, yet
multiply under the care and protection of men ; who store up in the
season of plenty what may maintain them in that of scarcity, who
through the whole year furnish them with a greater quantity of food
than uncultivated nature provides for them, and who by destroying and
extirpating their enemies, secure them in the free enjoyment of all that
she provides. Numerous herds of cattle, when allowed to wander

through the woods, though they do not destroy the old trees, hinder
any young ones from coming up, so that in the course of a century or
two the whole forest goes to ruin. The scarcity of wood then raises its

1 [Misprinted ' labourer' in eel. 5,]
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price. It affords a good rent, and the landlord sometimes finds that he
can scarce employ his best lands more advantageously than in growing
barren timber, of which the greatness of the profit often compensates
the lateness of the returns. This seems in the present times to he
nearly the state of things in several parts of Great Britain, where the
profit of planting is found to be equal to that of either corn or pasture.
The advantage which the landlord derives from planting, can no-where
exceed, at least for any considerable time, the rent which these could

afford him ; and in an inland country which is highly cultivated, it will
frequently not fall much short of this rent. Upon the sea-coast of a
well-improved country, indeed, if coals can conveniently be had for
fewel, 1 it may sometimes be cheaper to bring barren timber for building
from less cultivated foreign countries, than to raise it at home. In the
new town of Edinburgh, built within these few years, 2 there is not,
perhaps, a single stick of Scotch timber.

Whatever may be the price of wood, if that of coals is such that the But in the
coal coun-

expenee of a coal-fire is nearly equal to that of a wood one, we may be tries coal is

assured, that at that place, and in these circumstances, the price of everywheremuch below

coals is as high as it can be. It seems to be so in some of the inland thisprice.
parts of England, particularly in Oxfordshire, where it is usual, even in
the fires of the common people, to mix eoals and wood together, and
where the difference in the expenee of those two sorts of fewel cannot,
therefore, be very great.

Coals, in the coal countries, are every-where much below this highest
price. If they were not, they could not bear the expence of a distant
carriage, either by land or by water. A small quantity only eould be
sold, and the coal masters and coal proprietors find it more for their
interest to sell a great quantity at a price somewhat above the lowest,
than a small quantity at the highest. The most fertile coal-mine too,
regulates the price of coals at all the other mines in its neighbourhood)
Both the proprietor and the undertaker of the work find, the one that
he can get a greater rent, the other that he can get a greater profit,
by somewhat underselling all their neighbours. Their neighbours are
soon obliged to sell at the same price, though they cannot so well

1 n
ted. x reads ' if it ca conveniently get coals for fewel '.][The North Bndge was only made passable m _772 : in x778 the buildings along Princes

Street had run to a considerable length, and St. Andrew's Square and the streets connected
vath it were almost eomplete. A plan of that date shows the whole block between Queen
Street and Pnnees Street (Arnot, History of Edznbur#h, x779, pp. 233, 315, 3x8, 319).]

a [Buchanan (ed. of Wealth of Natzons, vol. i., p. 279), commenting on this passage,
remarks judicmusly : ' It is not by the produce of one coal mine, however fertile, but by the
joint produce of all the coal mines that can be worked, that the pnee of coals is fixed. A
certain quamay of coals only can be consumed at a certain price. If the mines that can be
worked produce more than this quantity the price will fall ; if they produce less it will rise.']
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afford it, and though it always diminishes, and sometimes takes away

altogether both their rent and their profit. Some works are abandoned
altogether; others can afford no rent, and can be wrought only by the

proprietor.
Thelowest The lowestpriceat which coalscan be sold forany considerable
possible
price_sthat time,is,likethat ofallothercommodities,the pricewhich isbarely
whichonly sufficienttoreplace,togetherwith itsordinaryprofits,the stockwhichreplaces

stockwith must be employed in bringing them to market. At a coal-mine forprofits.

which the landlord can get no rent, but which he must either work
himself or let it alone altogether, the price of coals must generally be
nearly about this price.

Rentforms Rent, even where coals afford one, has generally a smaller share in
a smaller
proportion their price than m that of most other parts of the rude produce of
of the price land. The rent of an estate above ground, commonly amounts to whatof coal than

of thatof is supposed to be a third of the gross produce; and it is generally amost other

rudeprO- rent certain and independent of the occasional variations in the crop.duce.

In coal-minesa fifthofthe grossproduceisa verygreatrent; a tenth

the common rent,and itisseldom a rent certain,but dependsupon

the occasionalvariationsinthe produce. These are sogreat,thatina

countrywhere thirtyyearspurchaseisconsideredasa moderate price

for the propertyfora landedestate,ten yearspurchaseisregardedas

a good priceforthatofa coal-mine.

Thesitua* The valueof a coal-mineto the proprietorfrequentlydepends1as
tlonofa much upon itssituationasupon itsfertility.That of a metallicminemetallic

minets less depends more upon its fertility, and less upon its situation. The coarse,important
than thatof and still more the precious metals, when separated from the ore, are soa coal mine,

valuable that they can generally bear the expence of a very long land,
and of the most distant sea carriage. Their market is not confined to
the countries in the neighbourhood of the mine, but extends to the
whole world. The copper of Japan makes an article of commerce in
F,urope ; 2 the iron of Spain in that of Chili and Peru. The silver of
Peru finds its way, not only to Europe, but from Europe to China.

metalsfrom The price of coals in Westmorland or Shropshire can have little
allpartsof effect on their price at Newcastle ; and their price in the Lionnois canthe world

being have none at all. The productions of such distant coal-mines canbrought into

competition never be brought into competition with one another. But the pro-
ductions of the most distant metallic mines frequently may, and in
fact commonly are. The price, therefore, of the coarse, and still more
that of the precious metals, at the most fertile mines in the world,

l_Ed. x reads ' depends frequently '.]2 Ed. x reads ' article in the commerce of Europe '. ]
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must necessarily more or less affect their price at every other in it.
The price of copper in Japan must have some influence upon its price
at the copper mines in Europe. The price of silver in Peru, or the
quantity either of labour or of other goods which it will purchase there,
must have some influence on its price, not only at the silver mines
of Europe, but at those of China. After the discovery of the mines
of Peru, the silver mines of Europe were, the greater part of them,
abandoned. The value of silver was so much reduced that their

produce could no longer pay the expence of working them, or replace,
with a profit, the food, c]oaths, lodging and other necessaries which
were consumed in that operation. This was the case too with the
mines of Cuba and St. Domingo, and even with the ancient mines of
Peru, after the discovery of those of Potosi.

The price of every metal at every mine, therefore, being regulated Renthastherefore a

in some measure by its price at the most fertile mine in the world that smallshare
in the price

is actually wrought, it can at the greater part of mines do very little ofmetals.
more than pay the expenee of working, and can seldom afford a very
high rent to the landlord. Rent, accordingly, seems at the greater
part of mines to have but a small share in the price of the coarse, and
a still smaller in that of the precious metals. Labour and profit make
up the greater part of both.

A sixth part of the gross produce may be reckoned the average rent Tinandlead
mines pay a

of the tin mines of Cornwall, the most fertile that are known in the sixthin
Cornwall

world, as we are told by the Rev. Mr. Borlaee, vice-warden of the and Scot
stannaries. Some, he says, afford more, and some do not afford so l,nd.
much. 1 A sixth part of the gross produce is the rent too of several
very fertile lead mines in Scotland.

In the silver mines of Peru, we are told by Frezier and Ulloa, the Thesil,'_r
mines of

proprietor frequently exacts no other acknowledgment from the under- perufor
merly paid a

taker of the mine, but that he will grind the ore at his mill, paying fifth,

him the ordinary multure or price of grinding. 2 Till 1736, indeed,

the tax of the king of Spain amounted to one-fifth of the standard
silver, which till then might be considered as the real rent of the
greater part of the silver mines of Peru, the richest which have been
known in the world. If there had been no tax, this fifth would

1 [Natural History of Cornwall, by William Borlase, i758, p. i75, but nothing is there
said as to the landlord sometimes receiving more than one-slxth.]

2 [, Those who are willing to labour themselves easily obtain of the miner a vein to work
on ; what they get out of it is their own, paying him the King's duty and the hire of the mill,
which is so considerable that some are satL_fied with the profit it yields without employing
any to work for them in the mines.'--Frezier, Voyage to the South Sea and along the Coasts
of Chili and Peru in the Years x7x2, ITI 3 and I714, 7Aritk a Postscript by Dr. Edmund
Halley, X7XT, p. xog. For Uiloa see below, p. x7x, note.]
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naturally have belonged to the landlord, and many mines might have
been wrought which could not then be wrought, because they could
not afford this tax. 1 The tax of the duke of Cornwall upon tin is
supposed to amount to more than five per cent. or one-twentieth part
of the value ;2 and whatever may be his proportion, it would naturally
too belong to the proprietor of the mine, if tin was duty free. But if
you add one-twentieth to one-sixth, you will find that the whole

average rent of the tin mines of Cornwall, was :_to the whole average
_ndnow rent of the silver mines of Peru, as thirteen to twelve. But the

onlya tenth, silver mines of Peru are not now able to pay even this low rent,
and tile tax upon silver was, in 1736, reduced from one-fifth to one-

tenth. 4 Even this tax upon silver too gives more temptation to
smuggling than the tax of one-twentieth upon tin; and smuggling
must be much easier in the precious than in the bulky commodity.
The tax of the king of Spain accordingly is said to be very ill paid, and
that of the duke of Cornwall very well. Rent, therefore, it is probable,
makes a greater part of the price of tin at the most fertile tin mines,
than it does of silver at the most fertile silver mines in the world.

After replacing the stock employed in working those different mines,
together with its ordinary profits, the residue which remains to the
proprietor, is greater it seems in the coarse, than in the precious metal.

whileprofits Neither are the profits of the undertakers of silver mines commonlyare small

very great in Peru. The same most respectable and well informed
authors acquaint us, that when any person undertakes to work a new
mine in Peru, he is universally looked upon as a man destined to bank-

ruptcy and ruin, and is upon that account shunned and avoided by
every body. '_ Mining, it seems, is considered there in the same light
as here, as a lottery, in which the prizes do not compensate the

1[In place of these two sentences ed. i reads, ' The tax of the King of Spain, indeed,
amounts to one-fifth of the standard silver, which may be considered as the real rent of the
greater part of the sliver mines of Peru, the richest which are kno'_na m the world. If there

was no tax, this fifth would naturally belong to the landlord, and many mines might be
wrought which cannot be wrought at present, because they cannot afford this tax.']

[The sum of more than ._,io,ooo paid on _i9o,954 worth of produce is mentioned by
Borlase. The duty was 4 s. per ewt.--Natural Hzslory of Cornwall, p. x83. ]

3[Ed. I reads 'is '.]
4 [The reduction is mentioned again below, pp. 2oi, 214. Ed. x does not contain this

sentence, and begins the next with ' The high tax upon silver, too, gives much greater temp-
tation to smugghng than the low tax upon tin '.]

t_[, Quand un homme t6moigne avon" dessein de fomller dans quelque mine, les autres
le regardent comme an extravagant qm court _t sa perte, et qm risque une ruine eertaine pour
des esp6ranees 61oign6es et tr_s-douteases. Ils t/_chent de le d6tourner de son dessem, et s'ils
n'y peuvent r6assir, ils le fuyent en l'6wtant, comme s'fis eraignaient qu'il ne leur eom-
mumqugtt son maL'--Uoyage kzstorzque de l'Amdrzque mgrzdionale par don George Juan
etpar don Antozne de Ulloa, 1752, tom. i., p. 379. The statement relates to the province of
Quxto, and the eondiuon of things ts contrasted with that r_revailing in Peru proper. For
Frezter see next page, note 4.]



CH. XI., PT. II] FROM MATERIALS 171

blanks, though the greatness of some tempts many adventurers to
throw away their fortunes in such unprosperous proiects.

As the sovereign, however, derives a considerable part of his revenue Miningis
encouraged

from the produce of silver mines, the law in Peru gives every possible i_ Peru
by the inter-

encouragement to the discovery and working of new ones. Whoever est of the
discovers a new mine, is entitled to measure off two hundred and forty- sovereign
six feet in length, according to what he supposes to be the direction of
the vein, and half as much in breadth. 1 He becomes proprietor of
this portion of the mine, and can work it without paying any acknow-
ledgment to the landlord. The interest of the duke of Cornwall has

given occasion to a regulation nearly of the same kind in that ancient
dutchy. In waste and uninclosed lands any person who discovers a

tin mine, may mark out its limits to a certain extent, which is called
bounding a mine. The bounder becomes the real proprietor of the
mine, and may either work it himself, or give it in lease to another,
without the consent of the owner of the land, to whom, however, a
very small acknowledgment must be paid upon working it. 2 In both

regulations the sacred r_hts of private property are sacrificed to the
supposed interests of public revenue.

The same encouragement is given in Peru to the discovery and The gold_
mines of \

working of new gold mines ; and in gold the king's tax amounts only Perunow \
pay only a

to a twentieth part of the standard metal. It was once a fifth, and twentiethin
afterwards a tenth, as in silver ; but it was found that the work could rent.
not bear even the lowest of these two taxes. 3 If it is rare, however,
say the same authors, Frezier and Ulloa, to find a person who has

made his fortune by a silver, it is still much rarer to find one who has
done so by a gold mine. 4 This twentieth part seems to be the whole
rent which is paid by the greater part of the gold mines in Chili and

Peru. Gold too is much more liable to be smuggled than even silver;
not only on account of the superior value of the metal in proportion to
its bulk, but on account of the peculiar way in which nature produces

l[Frezier, Voyage, p. Io9.]
_[Borlase, Natural Hzstory of CbrnwaH, pp. I67, i75. If the land was 'bounded'

(bounding could only take place on ' wastrel or common ') the lord of the soil received only
a fifteenth.]

,_ [F_,d. i reads ' It was once a fifth, as m silver, but it was found the work could not bearit. .l
4 1[' It is more rare to see a gold m'ner rich than a silver miner or of any other metaL'--

Frezler, Voyage, p. xo8. There seems nothing in either Frezier or UUoa to mdmate that they
took the gloomy view of the prospects of the gold and silver tamer whmh is ascribed to them
in the text. From this and the curious way m which they are coupled together, here and above
(pp. I69, i7o}, and also the fact that no mention is made of the title of either of their books,
it seems probable that Smith is quoting flora memory or from notes whmh had become
mixed. It is possible that he confused Frezier with UUoa's collaborator, Don George Juan,
but Ulloa is quoted without Frezmr above, p. I49. and below, p. I86.]
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it. Silver is very seldom found virgin, but, like most other metals,
is generally mineralized with some other body, from which it is
impossible to separate it in such quantities as will pay for the ex-
pence, but by a very laborious and tedious operation, which cannot
well be carried on but in workhouses erected for the purpose, and
therefore exposed to the inspection of the king's officers. Gold, on
the contrary, is almost always found virgin. It is sometimes found in
pieces of some bulk; and even when mixed in small and almost
insensible particles with sand, earth, and other extraneous bodies, it
can be separated from them by a very short and simple operation,
which can be carried on in any private house by any body who is
possessed of a small quantity-of mercury. If the king's tax, there-

_ fore, is but ill paid upon silver, it is likely to be much worse paid
ul:mn gold; and rent must make a much smaller part of the price of
gold, than even of that of silver.

The lowesh _ T_e lowest price at which the precious metals can be sold, or the
price, of th_
precmu__ smallest quantity of other goods for which they can be exchanged
metab n_st
rephce.tock during any considerable time, is regulated by the same principles
w_fnordin- which fix the lowest ordinary price of all other goods. The stockary profits,

which must commonly he employed, the food, cloaths, and lodging
which must commonly be consumed in bringing them from the mine
to the market, determine it. It must at least be sufficient to replace
that stock, with the ordinary profits.

butthetr Their highest price, however, seems not to be necessarily deter-
hxghest
priceis mined by any thing but the actual scarcity or plenty of those metals
determined
by their themselves. It is not determined by that of any other commodity, in
scarcity, the same manner as the price of coals is by that of wood, beyond

which no scarcity can ever raise it. Increase the scarcity of gold to a
certain degree, and the smallest hit of it may become more precious
than a diamond, and exchange for a greater quantity of other goods.

Thedemand The demand for those metals arises partly from their utility, and
for them

arisesfrom partly from their beauty. If you except iron, they are more useful
their utility
a.d beauty- than, perhaps, any other metal. As they are less liable to rust and

impurity, they can more easily be kept clean ; and the utensils either
of the table or the kitchen are often upon that account more agreeable
when made of them. A silver boiler is more cleanly that a lead,
copper, or tin one ; and the same quality would render a gold boiler
still better than a silver one. Their principal merit, however, arises

andthemc_it from their beauty, which renders them peculiarly fit for the ornaments
of beaaE, is
enhanced of dress and furniture. No paint or dye can give so splendid a colour
by their
scarcity, aS gilding. The merit of their beauty is greatly enhanced by their
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scarcity. With the greater part of rich people, the chief enjoyment of
riches consists in the parade of riches, which in their eye is never so
complete as when they appear to possess those decisive marks of
opulence which nobody can possess but themselves. In their eyes the
merit of an object which is in any degree either useful or beautiful, is
greatly enhanced by its scarcity, or by the great labour which it re-

quires to collect any considerable quantity of it, a labour which nobody
can afford to pay but themselves. Such objects they are willing to
purchase at a higher price than things much more beautiful and useful,
but more commom These qualities of utility, beauty, and scarcity, are
the original foundation of the high price of those metals, or of the
great quantity of other goods for which they can every-where be
exchanged. This value was antecedent to and independent of their
being employed as coin, and was the quality which fitted them for
that employment. That employment, however, by occasioning a new
demand, and by diminishing the quantity which could be employed in
any other way, may have afterwards contributed to keep up or increase
their value.

The demand for the precious stones arises altogether from their Thedemand
for precious

beauty. They are of no use, but as ornaments; and the merit of stones arises
altogether

their beauty is greatly enhanced by their scarcity, or by the difficulty fromtheir
and expenee of getting them from the mine. Wages and profit b_utren.hanced by

accordingly make up, upon most occasions, almost the whole of their thmrscar-city.

high price. Rent comes in but for a very small share ; frequently for
no share ; and the most fertile mines only afford any considerable rent.
When Tavcrnier, a jeweller, visited the diamond mines of Golconda
and Visiapour, he was informed that the sovereign of the country, for
whose benefit they were wrought, had ordered all of them to be shut
up, except those which yielded the largest and finest stones. 1 The
others, it seems, were to the proprietor not worth the working.

As the price both of the precious metals and of the precious stones Therent of
is regulated all over the world by their price at the most fertile mine minesofprecious

in it, the rent which a mine of either can afford to its proprietor is in metalsandpreclous

proportion, not to its absolute, but to what may be called its relative stonesisinproportion
fertility, or to its superiority over other mines of the same kind. If to their

l [ The Six Voyages of John Baptista Tavernier, a noble man of France now living,
through Turkey into Persia and the East Indies, translated by J. P., x678, does not
appear to contain any such statement. Possibly it is merely founded on Tavernier's remark
that ' there was a mine discovered between Coulour and Raoleonda, which the King caused
to be shut up again by reason of some cheats that were used there ; for they found therein
that sort of stones which had this green outside, fair and transparent, and whmh appeayest
mote fair than the others, but when they came to the mill they crumbled to pieces' (pt. ii.,
p. x38}. In eds. 4 and 5 ' yielded' is misprinted ' yield '.]
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relativeaod new mines were discovered as much superior to those of Potosi as theynot to their

absolute were superior to those of Europe, the value of silver might be so much
fertility, degraded as to render even the mines of Potosi not worth the working.

Before the discovery of the Spanish West Indies, the most fertile

mines in Europe may have afforded as great a rent to their proprietor
as the richest mines in Peru do at present. Though the quantity of
silver was much less, it might have exchanged for an equal quantity of
other goods, and the proprietor's share might have enabled him to
purchase or command an equal quantity either of labour or of com-
modities. The value both of tile produce and of the rent, the real

revenue which they afforded both to the public and to the proprietor,
might have been the same.

Abundant The most abundant mines either of the precious metals or of the
supplies

wouldadd precious stones could add little to the wealth of the world. A produce
little to the

wealthof of which the value is principally derived from its scarcity, is necessarily
theworld degraded by its abundance. A service of plate, and the other frivo-

lous ornaments of dress and furniture, could be purchased for a smaller
quantity of labour, or for a smaller quantity of commodities ; and in
this would consist the sole advantage which the world could derive
from that abundance.

But ines- It is otherwise in estates above ground. The value both of theirratesabove

gToundboth produce and of their rent is in proportion to their absolute, and not to
produce and

rent are their relative fertility. The land which produces a certain quantity of
regulated food, cloaths, and lodging, can always feed, eloath, and lodge a certainby absolute

fertility, number of people ; and whatever may be the proportion of the land-
lord, it will always give him a proportionable command of the labour
of those people, and of the commodities with which that labour can

supply him. The value of the most barren lands is not diminished by
the neighbourhood of the most fertile. On the contrary, it is gener-
ally increased by it. The great number of people maintained by the
fertile lands afford a market to many parts of the produce of the
barren, which they could never have found among those whom their
own produce could maintain.

Abundance Whatever increases the fertility of land in producing food, increasesof food

raisesthe not olfly the value of the lands upon which the improvement is be-value of

otherpro- stowed, but contributes likewise to increase that of many other lands,
duce. by creatinga new demand fortheirproduce. That abundance offood,

oY which, in consequenceof the improvement of land,many people
have the disposalbeyond what they themselvescan consume, isthe

great cause of the demand both for the preciousmetals and the

preciousstones,as well as foreveryotherconveniencyand ornament
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of dress, lodging, honshold furniture, and equipage. Food not only
constitutes the principal part of the riches of the world, but it is the
abundance of food which gives the principal part of their value to
many other, sorts of riches. The poor inhabitants of Cuba and St.
Domingo, when they were first discovered by the Spaniards, used to
wear little bits of gold as ornaments in their hair and other parts of
their dress. They seemed to value them as we would do any little
pebbles of somewhat more than ordinary beauty, and to consider them
as just worth the picking up, but not worth the refusing to any body
who asked them. They gave them to their new guests at the first

request, without seeming to think that they had made them any very
valuable present. They were astonished to observe the rage of the
Spaniards to obtain them; and had no notion that there could any-
where be a country in which many people had the disposal of so great
a superfluity of food, so scanty always among themselves, that for a
very small quantity of those glittering baubles they would willingly
give as much as might maintain a whole family for many years. Could
they have been made to understand this, the passion of the Spaniards
would not have surprised them.

PART III

Of the Variations in the Proportion between the respective Values qf that
Sort of Produce which alwa_/s affords Rent, and of that which some-
times does and sometimes does not afford Rent

THE increasing abundance of food, in consequence of increasing im- The generalcourse Of

-'- provement and cultivation, must necessarily increase the demand progressis
for produce

for every part of the produce of land which is not food, and which can otaer than
be applied either to use or to ornament. In the whole progress of foodtobe-comedearer.

improvement, it might therefore be expected, there should be only one
variation in the comparative values of those two different sorts of pro-
duce. The value of that sort which sometimes does and sometimes

does not afford rent, should constantly rise in proportion to that which
always affords some rent. As art and industry advance, the materials
of cloathing and lodging, the useful fossils and minerals of the earth,
the precious metals and the precious stones should gradually come to
be more and more in demand, should gradually exchange for a greater
and a greater quantity of food, or in other words, should gradually
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become dearer and dearer. This accordingly has been the ease with

most of these thinws upon most occasions, and would have been the
ease with all of them upon all occasions, if particular accidents had

not upon some occasions increased the supply of some of them in a
still greater proportion than the demand.

but there The value of a free-stone quarry, for example, will necessarily in-
are inter-
ruption_, crease with the increasing improvement and population of the country

round about it ; especially if it should be the only one in the neigh-
bourhood. But the value of a silver mine, even though there should
not be another within a thousand miles of it, will not necessarily in-

crease with the improvement of the country in which it is situated.
The market for the produce of a free-stone quarry can seldom extend
more than a few miles round about it, and the demand must generally

be in proportion to the improvement and population of that small
as inthecase district. But the market for the produce of a silver mine may extend
of stlwr, over the whole known world_ Unless the world in general, therefore,

be advancing in improvement and population, the demand for silver

might not be at all increased by the improvement even of a large
whennew country in the neighbourhood of the mine. Even though the world in
fertile mines

are dia- general were improving, yet, if, in the course of its improvement, new
_overea. mines should be discovered, much more fertile than any which had

been known before, though the demand for silver would necessarily

increase, yet the supply might increase in so much a greater propor-
tion, that the real price of that metal might gradually fall ; that is,

any given quantity, a pound weight of it, for example, might gradually
purchase or command a smaller and a smaller quantity of labour, or ex-
change for a smaller and a smaller quantity of corn, the principal part
of the subsistence of the labourer.

The great market for silver is the commercial and civilized part of
the world.

Silver would If by the general progress of improvement the demand of this
grow dearer
m thegen- market should increase, while at the same time the supply did not
eral progress
of improve- increase in the same proportion, the value of silver would gradually
ment. rise in proportion to that of corn. Any given quantity of silver

would exchange for a greater and a greater quantity of corn ; or, in
other words, the average money price of corn would gradually become
cheaper and cheaper.

butmight If, on the contrary, the supply by some accident should increase for
grow

cheaperif many years together in a greater proportion than the demand, that
8ome acci-

dent in- metal would gradually become cheaper and cheaper; or, in other
creased the
aupplyfor word$, the average money price of corn would, in spite of all improve-
many years

together: merits, gradually become dearer and dearer.
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But if, on the other hand, the supply of the metal should increase orremain
stationary

nearly in the same proportion as the demand, it would continue to if demand
purchase or exehange for nearly the same quantity of corn, and the andsupplyincreased

average money price of corn would, in spite of all improvements, con- equally.
tinue very nearly the same.

These three seem to exhaust all the possible combinations of events Thesethree
things have

which can happen in the progress ol improvement; and during the happened
course of the four centuries preeeding the present, if we may judge by duringthelast 40o

what has happened both in France and Great Britain, each of those years.

three different combinations seem 1 to have taken place in the Euro-
pean market, and nearly in the same order too in which I have here
set them down.

Digression concerning the Fariations in the Falue of Sdver during the
Course of the Four last 6_tu_es

F[aST PERIOD

N 1350, and for some time before, the average price of the quarter From135o
of wheat in England seems not to have been estimated lower than to i5rosilver gradu-

four ounces of silver, Tower-weight, equal to about twenty shillings of atlyfeu
our present money. From this price it seems to have fallen gradually
to two ounees of silver, equal to about ten shillings of our present
money, the price at whieh we find it estimated in the beginning of the
sixteenth century, and at whieh it seems to have continued to be esti-
mated till about 1570. 2

In 1350, being the 25th of Edward III, was enacted what is called, In _35o
wheat was

The statute of labourers, s In the preamble it complains much of the 4 Oz. of Sliver

insolence of servants, who endeavoured to raise their wages upon their pe_quarter.
masters. 4 It therefore ordains, that all servants and labourers should

for the future be contented with the same wages and liveries (ltveries

tied. x reads ' seems'.]
s [The evidence for this statement, which does not agree with the figures in the table at

the end of the chapter, is gwen in the next eleven paragraphs.]
s [Already quoted above, p. i3a. ]
4[It speaks of the Aet of I349, which ordered a continuance of wages at the level of

2o Edward III., and five or SLXyears before (x347 or i348 to i353), as having been passed
' against the malice of servants which were idle and not willing to serve after the pesti-
lence without taking excesswe wages,' and gives as the reason for new provismns ' forasmuch
as it is given the King to understand m this present Parhament by the pemion of the com-
monnlty that the said servants having no regard to the sam ordinance, but to their ease and
singular eovetise, do withdraw themselves to serve great men and other, unless they have
livery and wages to the double or treble of that they were wont to take the said twentieth year
and lxffore, to the great damage of the great men and tmpoverishing of all the said common-
nlty, whereof the said commonalty prayeth remedy.']

VOL. I.--1_
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in those times signified, not only cloaths, hut provisions) which they
had been accustomed to receive in the 20th year of the king, and the

four preceding years ; 1 that upon this account their livery wheat should
no-where be estimated higher than ten-pence a bushel, and that it should

always be in the option of the master to deliver them either the wheat
or the money. Ten-pence a bushel, therefore, had, in the 25th of
Edward III, been reckoned a very moderate price of wheat, since it

required a particular statute to oblige servants to accept of it in ex-
change for their usual livery of provisions ; and it had been reckoned
a reasonable price ten years before that, or in the 16th year of the king,
the term to which the statute refers. But in the 16th year of Edward

III, ten-pence contained about half an ounce of silver, Tower-weight,
and was nearly equal to half a crown of our present money. 2 Four
ounces of silver, Tower-weight, therefore, equal to six shillings and

eight-pence of the money of those times, and to near twenty shillings
of that of the present, must have been reckoned a moderate price for

the quarter of eight bushels.
andwasnot This statute is surely a better evidence of what was reckoned in
less than
that at the those times a moderate price of grain, than the prices of some par-
beginningof ticular years which have generally been recorded by historians andthe century,

other writers on account of their extraordinary dearness or cheapness,
and from which, therefore, it is difficult to form any judgment con-

cerning what may have been the ordinary price. 3 There are, besides,
other reasons for believing that in the beginning of the fourteenth

century, and for some time before, the common price of wheat was not
less than four ounces of silver the quarter, and that of other grain in

proportion.
In 1309, Ralph de Born, prior of St. Augustine's, Canterbury, gave a

feast upon his installation-day, of which William Thorn has preserved,
not only the bill of fare, but the prices of many particulars. In that
feast were consumed, 1st, Fifty-three quarters of wheat, which cost

nineteen pounds, or seven shillings and two-pence a quarter, equal to
about one-and-twenty shillings and six-pence of our present money ;

2dly, Fifty-eight quarters of malt, which cost seventeen pounds ten
shillings, or six shillings a quarter, equal to about eighteen shillings of

our present money: 3dly, Twenty quarters of oats, which cost four
pounds, or four shillings a quarter, equal to about twelve shillings of

1 [I.e., four years before the twentmth year,]
[This and the other reductions of ancient money to the eighteenth century standard are

probably founded on the table m Martin Folkes, TaMe of Englis)_ Silver Coins, x745,
p. x42.]

: [E.g'., Fleetwood'spricesin thetable at theend of the chapter.]



CH. XI., PT. III] FIRST PERIOD, 1350-1570 179

our present money. 1 The prices of malt and oats seem here to be
higher than their ordinary proportion to the price of wheat.

These prices are not recorded on account of their extraordinary dear-
ness or cheapness, but are mentioned accidentally as the prices actually
paid for large quantities of grain consumed at a feast which was famous
for its magnificence.

In 1262, being the 51st of Henry III, was revived an ancient statute andforaome

called, The Assize of Bread and Ale, 2 which, the king says in the pre- timebefore.
amble, had been made in the times of his progenitors sometime kings
of England. It is probably, therefore, as old at least as the time of his

grandfather Henry II, and may have been as old as the conquest. It

regulates the price of bread according as the prices of wheat may
happen to be, from one shilling to twenty shillings the quarter of the
money of those times. But statutes of this kind are generally pre-
sumed to provide with equal care for all deviations from the middle

price, for those below it as well as for those above it. Ten shillings,
therefore, containing six ounces of silver, Tower-weight, and equal to
about thirty shillings of our present money, must, upon this supposi-
tion, have been reckoned the middle price of the quarter of wheat
when this statute was first enacted, and must have continued to be so

in the 51st of Henry III. We cannot therefore be very wrong8 in
supposing that the middle price was not less than one-third of the

highest price at which this statute regulates the price of bread, or than
six shillings and eight-pence of the money of those times, containing
four ounces of silver, Tower-weight.

From these different facts, therefore, we seem to have some reason

to conclude, that about the middle of the fourteenth century, and for
a considerable time before, the average or ordinary price of the quarter
of wheat was not supposed to be less than four ounces of silver, Tower-
weight.

From about the middle of the fourteenth to the beginning of the Fromthatit
sank gradu-

sixteenth century, what was reckoned the reasonable and moderate, anyto 2oz.
that is the ordinary or average price of wheat, seems to have sunk at thebe-ginning of
gradually to about one-half of this price ; so as at last to have fallen to thesix-teenthce.n-

about two ounces of silver, Tower-weight, equal to about ten shillings turyandre-mamed at
of our present money. It continued to be estimated at this price till thattilli57o.
about 1570.

1 [Fleetwood, Chronicon Preciosum, 17o7, pp. 83-85. ]
[The date xu62 is wrong, as 51 Hen. III. ran from October u8, tu66, to October 27,

x267. But the editions of the statutes which ascribe the statute to 5z Hen. III. appear to have
no good authority for doing so ; see Statules oftke Realm, vol. i., p. x99 , notes. The statute
has already been quoted above, p. 08, and is quoted again below, p. I8_.]

_[Ed. xreads ' veryfar wrong'.]
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In the houshold book of Henry, the fifth earl of Northumberland,
drawn up in 1512, there are two different estimations of wheat. In

one of them it is computed at six shillings and eight-pence the quarter,
in the other at five shillings and eight-pence only. 1 In 1512, six
shillings and eight-pence contained only two ounces of silver, Tower-
weight, and were equal to about ten shillings oi our present money.

From the 25th of Edward III, to the beginning of the reign of
Elizabeth, during the space of more than two hundred years, six
shillings and eight-pence, it appears trom several different statutes, had
continued to be considered as what is called the moderate and reason-

able, that is the ordinary or average price of wheat. The quantity of
silver, however, contained in that nominal sum was, during the course
of this period, continually diminishing, in consequence of some altera-
tions which were made in the coin. But the increase of the value of

silver had, it seems, so far compensated the diminution of the quantity
of it contained in the same nominal sum, that the legislature did not
think it worth while to attend to this circumqtanee.

Thus in 1436 it was enacted, that wheat might be exported without

a licence when the price was so low as six shillings and eight-pence : s
And in 1463 it was enacted, that no wheat should be imported if the
price was not above six shillings and eight-pence the quarter. 8 The
legislature had imagined, that when the price was so low, there could

be no inconveniency in exportation, but that when it rose higher, it
became prudent to allow of importation. Six shillings and eight-pence,
therefore, containing about the same quantity of silver as thirteen

shillings and four-pence of our present money (one third part less than
the same nominal sum contained in the time of Edward III), had in
those times been considered as what is called the moderate and reason-
able price of wheat.

In 1554, by the 1st and 2d of Philip and Mary; _ and in 1558, by
the 1st of Elizabeth, 5 the exportation of wheat was in the same manner

prohibited, whenever the price of the quarter should exceed six shillings
and eight-pence, which did not then contain two penny worth more
silver than the same nominal sum does at present. But it had soon

art oJ zvorthumoemand, at his castles of Wresill and Lek_nfleld zn Yorkshire, begun anno
domini MDXII., x77o, pp. 2, 4, but there axe not reaUytwo estimations. It seems clear
that _vs. viijd.' on p. 4 is merely a misprint or mistake for ' vis. viljd. ,' since z 18 qrs. 2 bushels
are reckoned at £39 8s. 4d.]

S[z5 Hen. VI., c.a.] s[3 Ed. IV., c. _.]
. 4 [z _ a P. and M., c. 5, § 7. Licences for exportation, however, are recognised by

tlae ACLJ

[z Eliz., c. Ix, § zz, which, however, merely paxtially exempts Norfolk and Suffolk from
regulations intended to prevent exportation from #aces where no custom-house existed.]
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been found that to restrain the exportation of wheat till the price was

so very low, was, in reality, to prohibit it altogether. In 1562, there-
fore, by the 5th of glizabeth, 1 the exportation of wheat was allowed

from certain ports whenever the price of the quarter should not exceed
ten shillings, containing nearly the same quantity of silver as the like
nominal sum does at present. This price had at this time, therefore,
been considered as what is called the moderate and reasonable price of

wheat. It agrees nearly with the estimation of the Northumberland
book in 1512.

That in France the average price of grain was, in the same manner, Thesamefallhas been

much lowerinthe end of the fifteenthand beginningofthe sixteenth observedin

century,than in the two centuriespreceding,has been observed both France.

by Mr. Dupr6 de St.Maur,_and by the elegantauthorofthe Essay on

the police of grain. 3 Its price, during the same period, had probably

sunk in the same manner through the greater part of Europe.
This rise in the value of silver, in proportion to that of corn, may It mayhave

been due to
either have been owing altogether to the increase of the demand for theincrease

of demand
that metal, in consequence of increasing improvement and cultivation, forsilveror

to a diminu-
the supply in the mean time continuing the same as before: Or, the tionof
demand continuing the same as before, it may have been owing al- supply.

together to the gradual diminution of the supply; the greater part of
the mines whieh were then known in the world, being much exhausted,
and eonsequently the expence of working them much increased : Or it
may have been owing partly to the one and partly to the other of those
two circumstances. In the end of the fifteenth and beginning of the
sixteenth eenturies, the greater part of Europe was approaching towards
a more settled form of government than it had enjoyed for several ages
before. The increase of security would naturally increase industry and
improvement ; and the demand for the precious metals, as well as for
every other luxury and ornament, would naturally increase with the
increase of riches. A greater annual produce would require a greater
quantity of coin to circulate it ; and a greater number of rich people
would require a greater quantity of plate and other ornaments of silver.
It is natural to suppose too, that the greater part of the mines which

then supplied the European market with silver, might be a good deal

[5 Eliz., c. 5, __7.]
s [Neither his RecAerctws sur la valeur des Monnoies et sur lesprix desgrains avan/et

a_r_s le concile de Francfort, I76_, nor his Essai mr les eonnoies, ou r_flexions sur le
ra_orl entre rarffent et les denrtes, I746 ' contain any clear justification for this rtffer-
ence. ]

_[From x446 to x5I 5 'le bM fut plus basque darts les si6cles prdc6dents'.--Essai sur la
_oltce Rlndrale des grains sur leur _rix et sur les effets de #'agriculture, x755 (by C. J.
Herbert}, pp. a59 , 26o.]
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exhausted, and have become more expensive in the working. They
had been wrought many of them from the time of the Romans.

Most It has been the opinion, however, of the greater part of those who
writers,
however, have written upon the prices of commodities in ancient times, that,
have sup-
posedthat from the Conquest, perhaps from the invasion of Julius Caesar, till the
thevalueof discovery of the mines of America, the value of silver was continuallysilver con-

tinuatlyfell. diminishing. This opinion they seem to have been led into, partly by
the observations which they had occasion to make upon the prices both

of corn and of some other parts of the rude produce of land ; and partly
by the popular notion, that as the quantity of silver naturally increases
in every country with the increase of wealth, so its value diminishes as
its quantity increases.

i TheYbeenmisledhave In their observations upon the prices of corn, three different cireum-
in theirob- stances seem frequently to have misled them.
servations First, In ancient times almost all rents were paid in kind ; in a certainon the price

of corn. quantity of corn, cattle, poultry, &c. It sometimes happened, however,
!x) by confus-
ing cOnver- that the landlord would stipulate, 1 that he should be at liberty to de-
sion prices
withmarket mend of the tenant, either the annum payment in kind, or a certain
prices; sum of money instead of it. The price at which the payment in kind

was in this manner exchanged for a certain sum of money, is in Scotland
called the conversion price. As the option is always in the landlord to
take either the substance or the price, it is necessary for the safety of

the tenant, that the conversion price should rather be below than above
the average market price. In many places, accordingly, it is not much
above one-half of this price. Through the greater part of Scotland this
custom still continues with regard to poultry, and in some places with
regard to cattle. It might probably have continued to take place too
with regard to corn, had not the institution of the public fiars put an
end to it. These are annual valuations, according to the judgment of
an assize, of the average price of all the different sorts of grain, and of
all the different qualities of each, according to the actual market price
in every different comaty. This institution rendered it sufficiently
safe for the tenant, and much more convenient for the landlord, to

convert, as they call it, the corn rent, rather at what should happen to
be the price of the fiars of each year, 2 than at any certain fixed price.
But the writers who have collected the prices of corn in ancient times,
seem frequently to have mistaken what is called in Scotland the con-
version price for the actual market price. Flcetwood acknowledges,
upon one occasion, that he had made this mistake. As he wrote his

l lEd. z reads ' with the tenant' here and omits ' of the tenant' in next line.]
_[Ed. x reads ' rent at the price of the fiars of each year rather '.]
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book, however, for a particular purpose, he does not think proper to
make this acknowledgment till after transcribing this conversion price
fifteen timesA The price is eight shillings the quarter of wheat. This
sum in 1_2:_, the year at which he begins with it, contained the same
quantity of silver as sixteen shillings of our present money. But in
1562, the year at which he ends with it, it contained no more than the
same nominal sum does at present.

Secondly, They have been misled by the slovenly manner in which (_ bythesluvenly
some ancient statutes of assize had been sometimes transcribed by lazy transcrip-tionof
copiers ; and sometimes perhaps actually composed by the legislature, ancient

statutes uf
The ancient statutes of assize seem to have begun always with a_iz¢;

determini_, what ought to be the price of bread and ale when the
price of wheat and barley were at the lowest, and to have proceeded
gradually to determine what it ought to be, according as the prices of
those two sorts of grain should gradually rise above this lowest price.
But the transcribers of those statutes seem frequently to have thought
it sufficient, to copy the regulation as far as the three or four first and
lowest prices ; saving in this manner their own labour, and judging, I
suppose, that this was enough to show what proportion ought to be
observed in all higher prices.

Thus in the assize of bread and ale, of the 51st of Henry III, the
price of bread was regulated according to the different prices of wheat,
from one shilling to twenty shillings the quarter, of the money of those
times. But in the manuscripts from which all the different editions of
the statutes, preeeding that of Mr. Ruffhead, were printed, the copiers
had never transcribed this regulation beyond the price of twelve
shillings. 2 Several writers, therefore, being misled by this faulty
transcription, very naturally concluded that the middle price, or six
shillings the quarter, equal to about eighteen shillings of our present
money, was the ordinary or average price of wheat at that time.

In the statute of Tumbrel and Pillory, a enacted nearly about the or bymis-understand-
same time, the price of ale is regulated according to every sixpence ingsufthose
rise in the price of barley, from two shillings to four shillings the statutes,

quarter. That four shillings, however, was not considered as the
highest price to which barley might frequently rise in those times, and
that these prices were only given as an example of the proportion

1 [C)ironicon Preciosum, I7O7, pp. I2I, I22. Floetwood does not 'acknowledge' any
' mistake,' but says that though the pnee was not the market price it might have been ' well
agreed upon '. Hm _particular purpose' was to prove that in order to qualify for a fellowship
a man might conscientiously swear his income to be much less than it was.]

[The statement is too sweeping. See Statutes of the Realm, vol. i., pp. xxiv and x99 ,
notes. Ruffhead's edition began to be published in I762.]

S[Judtcium Pinorie, temp. mcert., ascribed to 51 Hen. III., stat. 6.]
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which ought to be observed in all other prices, whether higher or
lower, we may infer from the last words of the statute ; "et sic deinceps
"crescetur vel diminuetur per sex denarios." The expression is very
slovenly, but the meaning is plain enough ; '" That the price of ale is
"in this manner to be increased or diminished according to every
"sixpence rise or fall in the price of barley.'" In the composition of
this statute the legislature itself seems to have been as negligent as the

r copiers were in the transcription of the other.

! In an ancient manuscript of the Regiam Majestatem, an old Scotch
; law book, there is a statute of assize, in which the price of bread is

i regulated according to all the different prices of wheat, from ten-pence
i to three shillings the Scotch boll, equal to about half an English quarter,

Three shillings Scotch, at the time when this assize is supposed to have
been enacted, were equal to about nine shillings sterling of our present
money. Mr. Ruddiman 1 seems 2 to conclude from this, that three
shillings was the highest price to which wheat ever rose in those times,
and that ten-pence, a shilling, or at most two shillings, were the
ordinary prices. Upon consulting the manuscript, however, it appears
evidently, that all these prices are only set down as examples of the
proportion which ought to be observed between the respective prices
of wheat and bread. The last words of the statute are, "reliqua
"judicabis secundum praescripta habendo respectum ad pretium bladi."
"You shall judge of the remaining cases according to what is above
"written having a respect to the price of corn." 3

and(s)by Thirdly, They seem to have been misled too by the very low price
attributing
tOOmuch at which wheat was sometimes sold in very ancient times ; and to have

importance imagined, that as its lowest price was then much lower than in laterto exces-

sively low times, its ordinary price must likewise have been much lower. Theyprices.

might have found, however, that in those ancient times, its highest
price was fully as much above, as its lowest price was below any thing
that had ever been known in later times. Thus in 1270, Fleetwood

gives us two prices of the quarter of wheat. 4 The one is four pounds
sixteen shillings of the money of those times, equal to fourteen pounds

1 [Eds. x and 2 read ' Rudiman '.]
See his preface to Anderson's Diploraata Scottae. [Selectus dtiMomalum e/nur_izma/um

Scoriae thesaurus, 1739, p. 82, and in the translation, Mn Introduction to Mr. James
.4nderson's Diplomata Scotiae, by Thomas Ruddiman, M.A., Edinburgh, x773, pp. 17o,
i74, 2"_,8. The note appears first med. o.]

n[The raanusenpt appears to be the Alexander Foulis MS., now a5. 4. xo. in the
Edinburgh Advocates' Library, No. viiL of the MSS., described in Actsofthe Parliaments
,f Scotland, vol. i. The exact words are ' Memorandum quod reliqua judicabis seeundum
praedicta habendo respeetum ad praescrlpta bladi precium duplmando.']

[Chronicon Preciosum, p. 78. Flcetwood quotes ttm author of An/if. Britan. in Vita ]ok.
Peckam as saying that ' provisions were so scarce that parents did eat their ow_ c.hiktre.u '.]
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eight shillings of that of the present; the other is six pounds eight
shillings, equal to nineteen pounds four shillings of our present money.
No price can be found in the end of the fifteenth, or beginning of the
sixteenth century, which approaches to the extravagance of these.
The price of corn, though at all times liable to variation, 1 varies most

in those turbulent and disorderly societies, in which the interruption
of all commerce and communication hinders the plenty of one part of
the country from relieving tile scarcity of another. In the disorderly
state of England under the Plantagenets, who governed it from about
the middle of the twelfth, till towards the end of the fifteenth century,
one district might be in plenty, while another at no great distance, by
having its crop destroyed either by some accident of the seasons, or by
the incursion of some neighbouring baron, might he suffering all the
horrors of a famine ; and yet if the lands of some hostile lord were
interposed between them, the one might not be able to give the least
assistance to the other. Under the vigorous administration of the
Tudors, who governed England during the latter part of the fifteenth,
and through the whole of the sixteenth century, no baron was powerful
enough to dare to disturb the public security.

The reader will find at the end of this chapter all the prices of wheat ThEfigures
at the endof

which have been collected by Fleetwood from 1202 to 1597, both thechapter
confirm this

inclusive, reduced to the money of the present times, and digested account.
according to the order of time, into seven divisions of twelve years each.
At the end of each division too, he will find the average price of the
twelve years of which it consists. In that long period of time, Fleet-

wood has been able to collect the prices of no more than eighty years,
so that four years are wanting to make out the last twelve years. I
have added, therefore, from the accounts of Eton College, the prices of
1598, 1599, 1600, and 1601. 2 It is the only addition which I have
made. The reader will see, that from the beginning of the thirteenth,
till after the middle of the sixteenth century, the average price of each

twelve years grows gradually lower and lower; and that towards the
end of the sixteenth century it begins to rise again. The prices, indeed,
which Fleetwood has been able to collect, seem to have been those

chiefly which were remarkable for extraordinary dearness or cheapness ;
and I do not pretend that any very certain conclusion can be drawn
from them. So far, however, as they prove any thing at all, they
confirm the account which I have been endeavouring to give. Fleet-
wood himself, however, seems, with most other writers, to have believed, 3

x [Eds. z to 3 read ' variations '. ] a [See the table, pp. 25o-254 below. ]
:_[This appears to be merely an inference from the fact that he does not take notice of

fluctuauor_]
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that during all this period the value of silver, in consequence of its
increasing abundance, was continually diminishing. The prices of corn
which he himself has collected, certainly do not agree with this opinion.
They agree perfectly with that of Mr. Dupr6 de St. Maur, 1 and with
that which I have been endeavouring to explain. Bishop Fleetwood
and Mr. Dupr_ de St. Maur are the two authors who seem to have
collected, with the greatest diligence and fidelity, the prices of things
in ancient times. It is somewhat curious that, though their opinions
are so very different, their facts, so far as they relate to the price of corn
at least, should coincide so very exactly.

Sometlmes It is not, however, so much from the low price of corn, as from that
the value of
silverhas of some other parts of the rude produce of land, that the most judicious
been mea-
sured bythe writers have inferred the great value of silver in those very ancient
priceof times. Corn, it has been said, being a sort of manufacture, was, incattle,

poultry,etc those rude ages, much dearer in proportion than the greater part ofBut the low

priceofthese other commodities ; it is meant, I suppose, than the greater part of un-
things shows

theircheap- manufactured commodities ; such as cattle, poultry, game of all kinds,
ness, not

the dearness &C. That in those times of poverty and barbarism these were pro-
ofsilver, portionably much cheaper than corn, is undoubtedly true. But this

cheapness was not the effect of the high value of silver, but of the low
value of those commodities. It was not because silver would in such

times purchase or represent a greater quantity of labour, but because
such commodities would purchase or represent a much smaller quantity
than in times of more opulence and improvement. Silver must certainly
be cheaper in Spanish America than in Europe ; in the country where it
is produced, than in the country to which it is brought, at the expence
of a long carriage both by land and by sea, of a freight and an insurance.
One-and-twenty pence halfpenny sterling, however, we are told by
Ulloa, was, not many years ago, at Buenos Ayres, the price of an ox
chosen from a herd of three or four hundred. _ Sixteen shillings

sterling, we are told by Mr. Byron, was the price of a good horse in the
capital of Chili. 4 In a country naturally fertile, but of which the far
greater part is altogether uncultivated, cattle, poultry, game of all kinds,
&c. as they can be acquired with a very small quantity of labour, so
they will purchase or command but a very small quantity. The low
money price for which they may be sold, is no proof that the real value

l [Above,p. 181.]
[Ed. x reads ' that' instead of ' because,'here and also two linesabove.]

3[Voyagehistorique de:Amtrique m6ridionale,vol. k, p. 55u, where,however,the num-
ber of cattleis two or threehundred,ascorrectlyquoted above,p. I49. ]

4[2Varrative of the Hon. John Byron, conta_nzngan account of the Great Distresses
sure-redbyhimself and his com)Oanionson the Coastof Patagoniafrom I74o to x746,z768,
pp. uxu,u2o.]
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ofsilveristhereveryhigh,but thatthe realvalueofthosecommodities

isvery low.

Labour,it must always be remembered, and not any particular forlabouris
commodity orsetofcommodities,isthe realmeasure of the valueboth therealmeasure.

of silver and of all other commodities.

But in countries almost waste, or but thinly inhabited, cattle, poultry, Cattle.
poultry,etc,,

game of all kinds,&c. as they are the spontaneousproductionsof areproduced
by very

nature,so she frequentlyproducesthem in much greaterquantities diaerent

than the consumptionof the inhabitantsrequires.In such a stateof quantitiesoflabourat

thingsthe supplycommonly exceedsthe demand. In differentstates di_ere.ttimes,

of society, in different stages of improvement, therefore, such com-
modities will represent, or be equivalent to, very different quantities of
labour.

In every state of society, in every stage of improvement, corn is the whereas
cornscarcely

productionof human industry. But the average produce of every variesat.n,
sortof industryisalways suited,more or lessexactly,to the average

consumption; the average supplyto the average demand. In every
differentstageofimprovement,besides,the raisingof equalquantities

ofcorninthe same soiland climate,will,atan average,requirenearly
equalquantitiesoflabour; orwhat comes to the same thing,the price

of nearlyequal quantities;the continualincreaseof the productive
powers oflabourinan improvingistateofcultivationbeingmore orless

counterbalancedby the continuallyincreasingpriceof cattle,the

principalinstrumentsofagriculture.Upon alltheseaccounts,there-

fore,we may restassured,that equal quantitiesof corn will,in every

stateofsociety,ineverystageof improvement,more nearlyrepresent,

orbe equivalentto,equalquantitiesof labour,than equalquantitiesof

any otherpartof the rude produceof land. Corn,accordingly,ithas

alreadybeen observed,9is,inallthe differentstagesofwealthand im-

provement,a more accuratemeasureofvaluethanany othercommodity
orsetofcommodities. In allthosedifferentstages,therefore,we can

judge betterofthe realvalueofsilver,by comparingitwith corn,than

by comparing itwith any othercommodity,orsetofcommodities.
Corn, besides,or whatever elseis the common and favourite andal_o

regulates
vegetable food of the people, constitutes, in every civilized country, the mo.ey

price of
the principal part of the subsistence of the labourer. In consequence labour.
of the extension of agriculture, the land of every country produces a
much greater quantity of vegetable than of animal food, and the

labourer every-where lives chiefly upon the wholesome food that is
cheapest and most abundant. Butcher's-meat, except in the most

l[Mispriatcd 'improved' in ed. 5.] s [Above, p. 40.]
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thriving countries, or where labour is most highly rewarded, makes but
an insignificant part of his subsistence; poultry makes a still miler
part of it, and game no part of it. In France, and even in Scotland,
where labour is somewhat better rewarded than in France, the labour-

ing poor seldom eat butcher's-meat, except upon holidays, and other
extraordinary occasions. The money price of labour, therefore, depends
much more upon the average money price of corn, the subsistence of
the labourer, than upon that of butcher's-meat, or of any other part of
the rude produce of land. The real value of gold and silver, therefore,
the real quantity of labour which they can purchase or command,
depends much more upon the quantity of corn which they can purchase
or command, than upon that of butcher's-meat, or any other part of

the rude produce of land.
The author_ Such slight observations, however, upon the prices either of corn or
were also
misled by of other commodities, would not probably have misled so many intelli-
the notion
that silver gent authors, had they not been influenced, at the same time, by the
fallsinvalu_ popular notion) that as the quantity of silver naturally increases inas its quan-

uty in- every country with the increase of wealth, so its value diminishes as itscreases.

quantity increases. This notion, however, seems to be altogether
/ groundless.

The quantity of the precious metals may increase in any country
from two different causes: either, first, from the increased abundance

of the mines which supply it ; or, secondly, from the increased wealth
of the people, from the increased produce of their annual labour. The
first of these causes is no doubt necessarily connected with the diminu-
tion of the value of the precious metals ; but the second is not.

Increaseof When more abundant mines are discovered, a greater quantity of
quantity the precious metals is brought to market, and the quantity of thearising from

greater necessaries and eonveniencies of life for which they must be exchangedabtlndan¢ _

of the m,ne_ being the same as before, equal quantities of the metals must be
is connected

w,th dtmm- exchanged for smaller quantities of commodities. So far, therefore, as
ution of

•alue the increase of the quantity of the precious metals in any country

arises from the increased abundance of the minesd it is necessarily con-"
nected with some diminution of their value.

butincrease When, on the contrary, the wealth of any country increases, when

of quanttty the annual produce of its labour becomes gradually greater and greater,resulting

fromthe a greater quantity of coin becomes necessary in order to circulate aincreased

wealthofa greater quantity of commodities : and the people, as they can afford it,
Country i_

not as they have more commodities to give for it, will naturally purchase a
greater and a greater quantity of plate. The quantity of their coin

1 [Ed. i reads ' had they not beenagrembleto the popularnotion'.]
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will increase from necessity; the quantity of their plate from vanity
and ostentation, or from the same reason that the quantity of fine
statues, pictures, and of every other luxury and curiosity, is likely to
increase among them But as statuaries and painters arc not likely
to be worse rewarded in times of wealth and prosperity, than in times
of poverty and depression, so gold and silver are not likely to be
worse paid for.

The price of gold and silver, when the accidental discovery of more Goldand
silver are

abundant mines does not keep it down, as it naturally rises with the dearerin a

wealth of every country, so, whatever be the state of the mines, it is at r_chcountry.
all times naturally higher in a rich than in a poor country. Gold and
silver, like all other commodities, naturally seek the market where the

best price is given for them, and the best price is commonly given ibr
every thing in the country which can best afford it. Labour, it must

be remembered, is the ultimate price which is paid for every thing, and
in countries where labour is equally well rewarded, the money price of
labour will be in proportion to that of the subsistence of the labourer.

But gold and silver will naturally exchange for a greater quantity of /

subsistence in a rich than in a poor country, in a country which abounds
with subsistence, than in one which is but indifferently supplied with it.
If the two eountries are at a great distance, the difference may be very
great ; because though the metals naturally fly from the worse to the
better market, yet it may be diflleult to transport them in such
quantities as to bring their price nearly to a level in both. If the
countries are near, the difference will be smaller, and may sometimes
be searee perceptible; because in this ease the transportation will be
easy. China is a much richer eountry than any part of Europe, and asmay be

shown by
the difference between the priee of subsistence in China and in Europe comparing
is very great. Rice in China is much cheaper than wheat is any-where ChinawithEurope and

in Europe. England is a much richer country than Scotland ; but the Scotland
with Eng-

difference between the money-price of corn in those two countries landas to
the price of

is much smaller, and is but just perceptible. In proportion to the subsistence.

quantity or measure, Scotch corn generally appears to be a good deal
cheaper than 1¢.nglish ; but in proportion to its quality, it is certainly
somewhat dearer. Scotland receives almost every year very large
supplies from England, and every commodity must commonly be some-
what dearer in the country to which it is brought than in that from
which it comes. English corn, therefore, must be dearer in Scotland

than in F_mgland, and yet in proportion to its quality, or to the quantity
and goodness of the flour or meal which can be made from it, it cannot
commonly be sold higher there than the Scotch corn which comes to
market in competition with it.
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The difference between the money price of labour in China and in

Europe, is still greater than that between the money price of subsist-

ence ; because the real recompence of labour is higher in Europe than
in China, the greater part of Europe being in an improving state, while
China seems to be standing still. The money price of labour is lower

in Scotland than in England, because the real reeompence of labour is
much lower ; Scotland, though advancing to greater wealth, advancing
much more slowly than England. 1 The frequency of emigration from
Scotland, and the rarity of it from ]_ngland, sufficiently prove that the
demand for labour is very different in the two countries. 2 The propor-
tion between the real recompence of labour in different countries, it
must be remembered, is naturally regulated, not by their actual wealth

or poverty, but by their advancing, stationary, or declining condition.
Goldand Gold and silver, as they are naturally of the greatest value amongsilver are
cheapest the richest, so they are naturally of the least value among the poorest
poorestamongthe nations. Among savages, the poorest of all nations, they are of scarce
nahons, any value.

Thefactthat In great towns corn is always dearer than in remote parts of thecorn is

dearerin country. This, however, is the effect, not of the real cheapness ottowns is due
to itsdear- silver, but of the real dearness of corn. It does not cost less labour to
ness there,
not tothe bring silver to the great town than to the remote parts of the country ;
cheapness of but it costs a great deal more to bring corn.silver,

andthisis In some very rich and commercial countries, such as HoLland andtrue also in
Holland, the territory of Genoa, corn is dear for the same reason that it is dear
Genoa, etc.

in great towns. They do not produce enough to maintain their in-
habitants. They are rich in the industry and skill of their artificers
and manufacturers ; in every sort of machinery which can facilitate and
abridge labour; in shipping, and in all the other instruments and
means of carriage and commerce : but they arc poor in corn, which, as

it must be brought to them from distant countries, must, by an
addition to its price, pay for the carriage from those countries. It does
not cost less labour to bring silver to Amsterdam than to Dantzick ;
hut it costs a great deal more to bring corn. The real cost of silver

must be nearly the same in both places ; but that of corn must be very
different. Diminish the real opulence either of Holland or of the
territory of Genoa, while the number of their inhabitants remains the

same: diminish their power of supplying themselves from distant
countries ; and the price of corn, instead of sinking with that diminu-

tion in the quantity of their silver, which must necessarily accompany
this declension either as its cause or as its effect, will rise to the price

1 [Above, p. 9_.] _ [This sentence is not in ed. L]
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of a famine. When we are in want of necessaries we must part with
all superfluities, of which the value, as it rises in times of opulence and
prosperity, so it sinks in times of poverty and distress. It is otherwise
with necessaries. Their real price, the quantity of labour which they
can purchase or command, rises in times of poverty and distress, and
sinks in times of opulence and prosperity, which are always times of
great abundance ; for they could not otherwise be times of opulence
and prosperity. Corn is a necessary, silver is only a superfluity.

Whatever, therefore, may have been the increase in the quantity of so noin-
crease of

the precious metals, which, during the period between the middle of silverdueto
the increase

the fourteenth and that of the sixteenth century, arose from the in- of wealth
could have

crease of wealth and improvement, it could have no tendency to reducedits
diminish their value either in Great Britain, or in any other part of value.

Europe. If those who have collected the prices of things in ancient
times, therefore, had, during this period, no reason to infer the diminu-
tion of the value of silver, from any observations which they had made
upon the prices either of corn or of other commodities, they had still

less reason to infer it from any supposed increase of wealth and im-
provement.

SECOND PERIOD

UT how various soever may have been the opinions of the learned Nodoubtexists as to
concerning the progress of the value of silver during this first the_cood

period, they are unanimous concerning it during f_e second, period.
From about 1570 to about 1640, during a period of about seventy years, silversank.

the variation in the proportion between the value of silver and that of andaquarterof corn came
to be worth

corn, held a quite opposite course. Silver sunk in its real value, or 6oz. orso=.
would exchange for a smaller quantity of labour than before ; and corn of silver.
rose in its nominal price, and instead of being commonly sold for about
two ounces of silver the quarter, or about ten shillings of our present
money, came to be sold for six and eight ounces of silver the quarter,
or about thirty and forty shillings of our present money.

The discovery of the abundant mines of America, seems to have been Thiswas
owing to the

the sole cause of this diminution in the value of silver in proportion to discoveryot

that of corn. It is accounted for accordingly in the same manner by the abun-dantAmeri-

every body; and there never has been any dispute either about the c=nmines.
fact, or about the cause of it. The greater part of Europe was, during
this period, advancing in industry and improvement, and the demand
for silver must consequently have been increasing. But the increase of
the supply had, it seems, so far exceeded that of the demand, that the
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value of that metal sunk considerably. The discovery of the mines of
America, it is to be observed, does not seem to have had any very
sensible effect upon the prices of things in England till after 1570 ;
though even the mines of Potosi had been discovered more than twenty
years before. 1

Wheatrose From 1595 to 1620, both inclusive, the average price of the quarterat Windsor
market, of nine bushels of the best wheat at Windsor market, appears from the

accounts of Eton College, _ to have been 2l. Is. 6d. _. From which

sum, neglecting the fraction, and deducting a ninth, or 4s. 7 d. 4, the
price of the quarter of eight bushels comes out to have been 1 I. 16a.
10d. _. And from this sum, neglecting likewise the fraction, and

deducting a ninth, or 4, s. I d. _, for the difference between the price of
the best wheat and that of the middle wheat, _ the price of the middle
wheat comes out to have been about 1 l. 12 s. 8 d. _, or about six ounces
and one-third of an ounce of silver.

From 1621 to 1636, both inclusive, the average price of the same
measure of the best wheat at the same market, appears, from the same
accounts, to have been 2/. 10 s. ; from which making the like deductions
as in the foregoing case, the average price of the quarter of eight bushels
of middle wheat comes out to have been I l. 19 s. 6 d. or about seven
ounces and two-thirds of an ounce of silver.

THIRD PERIOD

ofThetheeffectdis-_ETWEEN 1630 and 1640, or about 16S6, the effect of the discovery
:o_eryof xJ of the mines of America in reducing the value of silver, appearsthe Ameri-

can mines to have been completed, and the value of that metal seems never tow_s com-
plete about have sunk lowerinproportionto that of corn than itwas about that

x636. time. It seems to have risen somewhat in the course of the present
century, and it had probably begun to do so even some time before the
end of the last.

FromI637 From 1637 to 1700, both inclusive, being the sixty-four last years oftO I7oo there . i
was a very the last century, the average prme of the quarter of nine bushels of theslight rise of
wheatat best wheat at Windsor market, appears, from the same accounts, to
Wltldsor,

have been 2/. 11 s. 0 d. _ ; which is only 1 s. 0 d. ½ dearer than it had

1 [In 1545. Ed. I reads ' thirty' instead of ' twenty '. In ed. 2 the correction is in the
errata. See below p. aoi, notes 4 and 5. ]

[See the table at the end of the chapter, p. 255. ]
a [The deduction of ttns ninth is recommended by Charles Smith, Three Tracts on t/Je Corn

Trade and Corn La_a, 2nd ed., x766, p. IO4, because, ' it hath been found that the value of
all the wheat fit for bread, if mixed together, would be eight-ninths of the value of the best
wheau']
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been during the sixteen years before. But in the course of these sixty-
four years there happened two events which must have produced a
much greater scarcity of corn than what the course of the seasons
would otherwise have occasioned, and which, therefore, without sup-

posing any further reduction in the value of silver, will much more
than account for this very small enhancement of price.

The first of these events was the civil war, which, by discouraging dueto the
tillage and interrupting commerce, must have raised the price of corn c,vilwar.
much above what the course of the seasons would otherwise have
occasioned. It must have had this effect more or less at all the

different markets in the kingdom, but particularly at those in the
neighbourhood of London, which require to be supplied from the
greatest distance. In 1648, accordingly, the price of the best wheat
at Windsor market, appears, from the same accounts, to have been

41. 5 s. and in 1649 to have been 4 L the quarter of nine bushels. The
excess of those two years above 2 L 10 s. (the average price of the six-
teen years preceding 1637) is 31. 5s. ; which divided among the
sixty-four last years of the last century, will alone very nearly account
for that small enhancement of price which seems to have taken place in
them. These, however, though the highest, are by no means the only
high prices which seem to have been occasioned by the civil wars.

The second event was the bounty upon the exportation of corn, thebountyon the ex-
granted in 1688.1 The bounty, it has been thought by many people, portafionof
by encouraging tillage, may, in a long course of years, have occasioned corn.
a greater abundance, and consequently a greater cheapness of corn in
the home-market, than what would otherwise have taken place there.
How far the bounty could produce this effect at any time, I shall
examine hereafter; 2 I shall only observe at present, that _ between
1688 and 1700, it had not time to produce any such effect. 4 During
this short period its only effect must have been, by encouraging the
exportation of the surplus produce of every year, and thereby hindering
the abundance of one year from compensating the scarcity of another,
to raise the price in the home-market. The scarcity which prevailed

1 [By I W. & M., e. I2, ' An act for the encouraging the exportation of corn,' the preamble
of which alleges that ' it hath been found by experience, that the exportation of corn and grain
into foreign parts, when the price thereof LSat a low rate in this kingdom, hath been a great
advantage not only to the owners of land but to the trade of this kingdom in general.' It
provides that when malt or barley does not exceed _,s. per Winchester quarter, rye 32s. and
wheat 48s. in any port, every person exporting such corn on an English ship with a crew at
least two-thirds English shall receive from the Customs 2s. 6d. for every quarter of barley or
malt, 3s. 6d. for every quarter of rye and 5s. for every quarter of wheat,]

2 [Below, vol. ii., pp. 8-i8.]
a[In place of ' How far the bounty could produce this effect at any time I shall examine

hereafter : I shall only observe at present that,' ed. i reads simply ' But '.]
4 [For 'not' ed. i reads 'no,' and for 'any such' it reads ' thLs '.]

VOL. I.--13
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in England from 1693 to 1699, both inclusive, though no doubt
principally owing to the badness of the seasons, and, therefore, ex-
tending through a considerable part of Europe, must have been
somewhat enhanced by the bounty. In 1699, accordingly, the further
exportation of corn was prohibited for nine months)

andthe There was a third event which occurred in the course of the sameclipping and

wearingof period, and which, though it could not occasion any scarcity of corn,the coin,

nor, perhaps, any augmentation in the real quantity of silver which
was usually paid for it, must necessarily have occasioned some aug-
mentation in the nominal sum. This event was the great debasement s
of the silver coin, by clipping and wearing. This evil had begun in

the reign of Charles II. and had gone on continually increasing till
1695 ; at which time, as we may learn from Mr. Lowndes, the current

silver coin was, at an average, near five-and-twenty per cent. below
its standard value. _ But the nominal sum which constitutes the

market-price of every commodity is necessarily regulated, not so much

by the quantity of silver, which, according to the standard, ought to be
contained in it, as by that which, it is found by experience, actually
is contained in it. This nominal sum, therefore, is necessarily higher
when the coin is much debased 4 by clipping and wearing, than when
near to its standard value.

whichwas In the course of the present century, the silver coin has not at any
then much
greaterthan time been more below its standard weight than it is at present. But
mthepres- though very much defaced, its value has been kept up by that of theent century.

gold coin for which it is exchanged. 5 For though before the late re-
coinage, the gold coin was a good deal defaced too, it was less so than
the silver. In 1695, on the contrary, the value of the silver coin was
not kept up by the gold coin; a guinea then commonly exchanging

lithe Act to Will. III., c. 3, prohibits exportation for one year from ioth February,
x699. The mistake ' nine months' is probably due to a misreading of C. Smith, Tracts on
t/_e Corn Trade, p. 9, wheat ' growing, and continuing dt_,'m" till x598 , the exportation was
forbid for one year, and then for nine months the bounty was suspended' (cp. pp. 44, I19).
As a matter of fact, the bounty was suspended by ii & 12 Will. III., c. i, from 9th February,
i699, to 29th September, I7oo , or not much more than seven months and a half. The Act
xi & i2 Will. III., c. i, alleges that the Act granting the bounty _ was grounded upon the high_t
wtsdom and prudence and has succeeded to the greatest benefit and advantage to the nation
by the greatest encouragement of tillage,' and only suspends it because ' it appears that the
present stock and quantity of corn in this kingdom may not be sufficient fc¢ the use and
service of the people at home should there he too great an exportation into parts beyond the
seas, which many persons may he prompted to do for their own private advantage and the
lucre of the said bounty.'--S/atutes of the Realm, vol. vii., p. 544. ]

[For ' debasement' ed. x reads ' degradation '.]
3 [Lowndes says on p. lO7 of hts Re)_ort Containzng an Essay for the Amendment of the

Salver Cozns, I695, ' the moneys commonly current are diminished near one-half, to wit, in
a proportion something greater than that of ten to twenty-two '. But in the text above, the
popular estimate, as indicated by the price of silver bullion, is accepted, as in the next
paragraph.]

4 led. I reads 'degraded '.] 5 [See above, p. 43.]
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for thirty shillln_ of the worn and clipt silver. 1 Before the late re-
coinage of the gold, the price of silver bullion was seldom higher than
five shillings and seven-pence an ounce, which is but five-pence above
the mint price. But in 1695, the common price of silver bullion was
six shillings and five-pence an ounce,_ which is fifteen-pence above the
mint price. Even before the late re-coinage of the gold, 8 therefore,
the coin, gold and silver together, when compared with silver bullion,
was not supposed to be more than eight per cent. below its standard
value. In 1695, on the contrary, it had been supposed to be near
five-and-twenty per cent. below that value. But in the beginning of
the present century, that is, immediately after the great re-coinage in
King William's time, the greater part of the current silver coin must
have been still nearer to its standard weight than it is st present. In
the course of the present century too there has been no great public
calamity, such as the civil war, which could either discourage tillage,
or interrupt the interior commerce of the country. And though the M=eover

the bounty
bounty which has taken place through the greater part of this century, has been

long enough
must always raise the price of corn somewhat higher than it otherwise ioemtence
would be in the actual state of tillage ; 4 yet as, in the course of this toproduceany possible

century, the bounty has had full time to produce all the good effects effectinlowering the

commonly imputed to it, to encourage tillage, and thereby to increase priceofcorn.
the quantity of corn in the home market, it may, upon the principles
of a system which I shall explain and examine hereafter, _ be supposed
to have done something to lower the price of that commodity the one
way, as well as to raise it the other. It is by many people supposed
to have done more. 6 In the sixty-four first _ years of the present
century accordingly, the average price of the quarter of nine bushels of
the best wheat at Windsor market, appears, by the accounts of Eton
College, to have been 2 I. 0 s. 6 d. ss,198 which is about ten shillings and
sixpence, or more than five-and-twenty per cent. cheaper _ than it had
been during the sixty-four last years of the last century ; and about
nine shillings and sixpence cheaper than it had been during the sixteen

l[I_wnd_, Essay, p. 88.]
Lowndes's Essay on the Silver Coin, p. 68. [This note appears first in ed. 2.]

'[Above, p. 43.]
4 [The meaning Is ' given a certain area and intensity of cultivation, the bounty will raise

the price of corn'.]
6[F.A.x doesnot contain' upon the principlesof a systemwhichI shall explainhereafter".

The referenceis presumablyto vol. ii., pp. 8-I8.]
°[Ed. xreactshere ' a notion whichI shah examinehereafter'.]
7[DoutXlessby a misprinted.5 omits ' first'. The term is used again at the end of the

ps_seeaph and also on pp. x97,x98.]
the table at the endof the chapter; "b_is a mistakefor"s_.]

Y[The 25 per cent. is erroneouslyreckonedon the _'2 os. 6 ._gd. insteadof on the
£2 ItS. O_. The fM1 of price is trolly less than at per cent. ]
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years preceding 1636, when the discovery of the abundant mines of
America may be supposed to have produced its full effect ; and about
one shilling cheaper than it had been in the twenty-six years preceding
1620, before that discovery can well be supposed to have produced its
ball effect. According to this account, the average price of middle

wheat, during these sixty-four first years of the present century, comes
out to have been about thirty-two shillings the quarter of eight
bushels.

snver h_s The value of silver, therefore, seems to have risen somewhat in

risenwhatsome-since proportion to that of corn during the course of the present century,
thebegin- and it had probably begun to do so even some time before the end ofning of the
century, and the last.the rme be-

gan before, In 1687, the price of the quarter of nine bushels of the best wheat
at Windsor market was 1 l. 5 s. _2d. the lowest price at which it had
ever been from 1595.

asisshown In 1688, Mr. Gregory King, a man famous for his knowledge in
I_iiMr'

ng's_- matters of this kind, estimated the average price of wheat in years of
culations, moderate plenty to be to the grower 8 s. 6 d. the bushel, or eight-and-

twenty shillings the quarter. 1 The grower's price 1 understand to be
the same with what is sometimes called the contract price, or the

price at which a farmer contracts for a certain number of years to
deliver a certain quantity of corn to a dealer. As a contract of this
kind saves the farmer the expence and trouble of marketing, the

contract price is generally lower than what is supposed to be the
average market price. Mr. King had judged eight-and-twenty shillings
the quarter to be at that time the ordinary contract price in years of
moderate plenty. Before the scarcity occasioned by the late extra-
ordinary course of bad seasons, it was, I have been assured, 2 the
ordinary contract price in all common years.

In 1688 was granted the parliamentary bounty upon the exportation
of corn. 3 The country gentlemen, who then composed a still greater
proportion of the legislature than they do at present, had felt
that the money price of corn was falling. _The bounty was an ex-

pedient to raise it artificial]y to the high price at which it had
frequently been sold in the times of Charles I. and II. It was to

1 [The date is taken from the heading of Scheme D in Davenant, Essay u_on tire Probable
._teans of Making a People Gainers in the Balance of Trade, x699 , p. 22, Works, ed. Whir.
worth, I77X, vol. ii., p. i84. Cp. Natural and Political Observations and Conclusions
u_n the State and Conditzon of England, by Gregory King, Esq., Lancaster, H., in
George Chalmers' Estimate of the ComAOarative Strengfh..of Great Britain, I8ou, p. 429.;
in Davenant, Balance of Trade, pp. 7 x, 72, Works, vol. it., p. 2z 7. Davenant says 'this
value is what the same is worth upon the spot where the corn grew ; but this value is in-
creased by the carriage to the place where it is at last spent, at least ¼ part more.']

S[Ed. x does not contain thin parenthesis.] s [Abov_, p. x93, note.]
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take place, therefore, till wheat was so high as forty-eight shillings the
quarter ; that is twenty shillings, or ._ths dearer than Mr. King had in
that very year estimated the grower's priee to be in times of moderate
plenty. If his calculations deserve any part of the reputation which
they have obtained very universally, eight-and-forty shillings the quarter
was a price which, without some such expedient as the bounty, could
not at that time be expected, except in years of extraordinary scarcity.
But the government of King William was not then fully settled. It
was in no eunditiun to refuse any thing to the country gentlemen,
from whom it was at that very time soliciting the first establishment of
the annual land-tax.

The value of silver, therefore, in proportion to that of corn, had
probably risen somewhat before the end of the last century ; and it
seems to have continued to do so during the course of the greater
part of the present ; though the necessary operation of the bounty
must have hindered that rise from being so sensible as it otherwise
would have been in the actual state of tillage.

In plentiful years the bounty, by occasioning an extraordinary Apartfrom
its effect in

exportation, necessarily raises the price of corn above what it other- extending
wise would be in those years. To encourage tillage, by keeping up tillage,thebounty

the price of corn even in the most plentiful years, was the avowed end raisestheprtce ofof the institution, corn, both in
times of

In years of great scarcity, indeed, the bounty has generally been plentyandof scarcity.
suspended. It must, however, have had some effect even i upon the
prices of many of those years. By the extraordinary exportation
which it occasions in years of plenty, it must frequently hinder the
plenty of one year from compensating the scarcity of another.

Both in years of plenty and in years of scarcity, thereibre, the
bounty raises the price of corn above what it naturally would be in the
actual state of tillage. If, during the sixty-four first years of the
present century, therefore, the average price has been lower than
during the sixty-four last years of the last century, it must, in the same
state of tillage, have been much more so, had it not been for this
operation of the bounty.

But without the bounty, it may be said, the state of tillage would tt issaidto
have eg-

not have been the same. What may have been the effects of this tendedtil-
lage(and soinstitution upon the agriculture of the country, I shall endeavour to to havere-

explain hereafter, 2 when I come to treat particularly of bounties. I ducedtheprice), but
shall only observe at present, that this rise in the value of silver, in theriseof

1[ EeL 5, doubtless by a misprint, omits 'even '.]
2[Below, vol. ft., pp. 8-x8.]
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silverha. proportion to that of corn, has not been peculiar to England. It hasnot been
_enculiarto been observed to have taken place in France during the same period,

gland, and nearly in the same proportion too, by three very faithful, diligent,

and laborious collectors of the prices of corn, Mr. Dupr6 de St. Maur,
Mr. Messance, and the author of the Essay on the ponce of grain. 1 But
in France, till 1764, the exportation of grain was by law prohibited ;
and it is somewhat difficult to suppose, that nearly the same diminution
of price which took place in one country, notwithstanding this prohibi-
tion, should in another be owing to the extraordinary encouragement
given to exportation.

Thealtera- It would be more proper, perhaps, to consider this variation in thetion should
be regarded average money price of corn as the effect rather of some gradual rise in
eilverasa riSeratherOfthe real value of silver in the European market, than of any fall in the
ofthancorn,*fall real average value of corn. Corn, it has already been observed,_ is at

distant periods of time a more accurate measure of value than either

silver, or perhaps any other commodity. When, after the discovery of
the abundant mines of America, corn rose to three and four times its

former money price, this change was universally ascribed, not to any
rise in the real value of corn, but to a fall in the real value of silver.

If during the sixty-four first years of the present century, therefore,
the average mon,_ price of corn has fallen somewhat below what it

had been during _he greater part of the last century, we should in the
same manner impute this change, not to any fall in the real value of corn,
but to some rise in the real value of silver in the European market.

Therecent The high price of corn daring these ten or twelve years past, indeed,high price of
corni* has occasioned a suspicion a that the real value of silver still continues
merely the
e_ectofnn- to fall in the European market. This high price of corn, however,
favourable
_e*,ons. seems evidently to have been the effect of the extraordinary unfavour-

ableness of the seasons, and ought therefore to be regarded, not as a
permanent, but as a transitory and occasional event. The seasons for
these ten or twelve years past have been unfavourable through the
greater part of Europe ; and the disorders of Poland have very much
increased the scarcity in all those countries, _hich, in dear years, used
to be supplied from that market. So long a course of had seasons,
though not a very common event, is by no means a singular one ; and
whoever has enquired much into the history of the prices of corn in

l[The references to Dupr_ de St. Maur and the Essay (see above, p. xSx, note), as weU as
the whole argument of the paragraph, are from Messance, _ec/u_rcl_es sur la _l_ulatwn des
g/nlralitls dAuvergne, eto-, p. 28L M_n_e's quotations are from IMapr_'s Essai sur les
Monnoies, z746 , p. 68, and Herbert's Essai sur la _olice ff/ntrale des grains, z755, pp.
ix, TT, x89; cp_ below, p. 240. ]

[Above, pp. 37.38.] a[Examinedbelow,p. ax6.]
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former times, will be at no loss to recollect several other examples of

the same kind. Ten years of extraordinary scarcity, besides, are not
more wonderful than ten years of extraordinary plenty. The low
price of corn from 1741 to 1750, both inclusive, may very well be set
in opposition to its high price during these last eight or ten years.
From 1741 to 1750, the average price of the quarter of nine bushels of
the best wheat at Windsor market, it appears from the accounts of
Eton College, was only 1 1. 1S s. 9 d. }, which is nearly 6 s. S d. below the
average price of the sixty-four first years of the present century. 1 The
average price of the quarter of eight bushels of middle wheat, comes
out, according to this account, to have been, during these ten years,
only 1 [. 6 s. 8 d. 2

Between 1741 and 1750, however, the bounty must have hindered Thebounty
kept up the

the price of corn from falling so low in the home market as it naturally pricebe-
would have done. During these ten years the quantity of all sorts of tween_Z4_and x75o.

Din exported, it appears from the custom-house books, amounted to
no less than eight millions twenty-nine thousand one hundred and
fifty-six quarters one bushel. The bounty paid for this amounted to
1,514,962 l. 17 s. 4 d. _.3 In 1749 accordingly, Mr. Pelham, at that time
prime minister, observed to the House of Commons, that for the three
years 4 preceding, a very extraordinary sum had been paid as bounty
for the exportation of corn. He had good reason to make this obser-
vation, and in the following year he might have had still better. In
that single year the bounty paid amounted to no less than 324,176l.
10s. 6d. 5 It is unnecessary to observe how much this forced exporta-

1[See the table at the end of the chapter.]
_[This figure is obtained, as recommended by Charles Smith (Tracts on Lhe Corn Trade,

x766, p. xo4), by deductmg one-ninth for the greater size of the Windsor measure and one-
ninth from the remainder for the difference between best and middling wheat.]

3 [. Tract 3d, ' referred to a few lines farther on, only gives the quantities of each kind of
grain exported in each year (pp. izo, Xli), so that if the figures in the text are taken from it
they must have been obtained by somewhat laborious arlthmeticni operations. The par-
tieulars are as follows :-

Exported. Bounty payable.
Qr. Bush.

Wheat - 3,784,524 x £946,I3x o !{
Rye - - - 765,056 6 x33,884 x8
Barley, malt and oats 3,479,575 o 434,946 18

8,o'29.I56 1 _I,5X4,962 I7 4{]
4 [, Years' is apparently a mistake for ' months '. ' There is such a superabundance of

corn that incredible quantities have been lately exported. I should be afraid to mention what
quantities have been exported if it did not appear upon our custom-honse books ; but from
them it appears that lately there was in three months' time above _22o,ooo paid for bounties
upon corn exported.'--Parliamentary History (Haasard), vol. xtv., p. 389.]

See Tracts on the Corn Trade ; Tract 3d. [This note appears first in ed. 2. The ex-
ports for x75o are given in C. Smith, o2. cir., p. xH, as 947,6ou qr. i bush. of wheat,
99,049 qr. 3 bush. of rye, and 559,538 qr. 5 bush. of barley, malt and oats. The bounty on
these quantifies would be _324,I76 IOS.]



DIGRESSION ON SILVER [BK. I

tion must have raised the price of corn above what it otherwise would
have been in the home market.

Thesudden At the end of the accounts annexed to this chapter the reader will
change at
i75owas find the particular account of those ten years separated from the rest.
duetoacci- He will find there too the particular account of the preceding tendental varia

seasons.ti°nofthe years, of which the average is likewise below, though not so much
below, the general average of the sixty-four first years of the century.
The year 1740, however, was a year of extraordinary scarcity. These

twenty years preceding 1750, may very well be set in opposition to
the twenty preceding 1770. As the former were a good deal below the
generalaverageof the century,notwithstandingthe interventionof

one or two dear years;so the latterhave been a good dealabove it,
notwithstandingthe interventionof one or two cheap ones,of 1759,

forexample. Ifthe former have not been asmuch below the general

average,as the latterhave been above it,wc ought probablytoimpute

ittothebounty. The change has evidentlybeen too sudden to be

ascribedto any change inthe valueofsilver,which isalwaysslow and

gradual. The suddennessof the effectcan be accountedforonly by

a cause which can operatesuddenly,the accidentalvariationof the
seasons.

Therisein The money price of labour in Great Britain has, indeed, risen during
the price of
tabourhas the course of the present century. This, however, seems to be the effect,
increasebecndUeoftO not so much of any diminution in the value of silver in the European
demandfor market, as of an increase in the demand for labour in Great Britain,labour, not to

a diminu- arising from the great, and almost universal prosperity of the country.tion in the

valueof In France, a country not altogether so prosperous, the money price of_ilver.

labour has, since the middle of the last century, been observed to sink
gradually with the average money price of corn. Both in the last cen-
tury and in the present, the day-wages of common labour are there said
to have been pretty uniformly about the twentieth part of the average
price of the septier of wheat, a measure which contains a little more

than four Winchester bushels. In Great Britain the real recompenee
of labour, it has already been shown, 1 the real quantities 2 of the neces-
saries and eonveniencies of life which are given to the labourer, has in-

creased considerably during the course of the present century. The
rise in its money price seems to have been the effect, not of any diminu-
tion of the value of silver in the general market of Europe, but of a rise
in the real price of labour in the particular market of Great Britain,
owing to the peculiarly happy circumstances of the country.

l [Above, pp. 78-8o.] s[Ed. x, perhaps correctly, reads ' quantity '.]
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For some time after the first discovery of America, silver would con- The de-
tinue to sell at its former, or not much below its former price. The rentCreaSeandinpro-the

fit of mines
profits of mining would for some time be very great, and much above ofgoldand
their natural rate. Those who imported that metal into Europe, however, silver
would soon find that the whole annual importation could not be disposed

of at this high price. Silver would gradually exchange for a smaller and
a smaller quantity of goods. Its price would sink gradually lower and
lower till it fell to its natural price ; or to what was just sufficient to pay,
according to their natural rates, the wages of the labour, the profits
of the stock, and the rent of the land, which must be paid in order to.
bring it from the mine to the market. In the greater part of the silver

mines of Peru, the tax of the king of Spain, amounting to a tenth 1 of
the gross produce, eats up, it has already been observed, _ the whole rent
of the land. This tax was originally a half; it soon afterwards fell to a
third, then to a fifth, and at last to a tenth, at which rate it still con-
tinues, a In the greater part of the silver mines of Peru, this, it seems,
is all that remains, after replacing the stock of the undertaker of the
work, together with its ordinary profits ; and it seems to be universally
acknowledged that these profits, which were once very high, are now as

low as they can well be, consistently with carrying on the works.
The tax of the king of Spain was reduced to a fifth part of the regis-

tered silver in 1504.,_ one-and-forty years bctbre 15¢5, 5 the date of the
discovery of the mines of Potosi. In the course of ninety years, 6 or be-
fore 1636, these mines, the most fertile in all America, had time suffi-
cient to produce their full effect, or to reduce the value of silver in the

European market as low as it could well fall, while it continued to pay
this tax to the king of Spain. Ninety years 7 is time sufficient to reduce
any commodity, of which there is no monopoly, to its natural price, or to
the lowest price at which, while it pays a particular tax, it can continue
to be sold for any considerable time together.

The price of silver in the European market might perhaps have fallen has been
still lower, and it might have become necessary either to reduce the stayedbythe gradual

tax upon it, not only to one tenth, as in 1786, but to one twentieth,_ in enlargementof the

the same manner as that upon gold, or to give up working the greater market,

lied. I reads 'fifth'.] _ _Above, pp. I69-x7x. ]
s led. x reads ' fell to a third and then to a fifth, at which rate it sUll continues '.]
4Solorzano, vol. il. [Solorzano-Pereira, De Indiarum Jure, Madrid, x777, lib. v, cap.

i., _ 22, 23 ; vol. ii., p. 883, col. a. Ed. i does not contain the note.]
_[-Ed. x reads ' one and thirty years before x53.5 ' The date i545 is given m Solorzano,

o_. cir., vol. ii., p. 882, col. 2.]
8 [Eel. I reads ' In the course of a century '.] 7led. t reads ' A hundred years '.]
.8led. x reads ' lower' instead of ' reduce,' and does not contain ' not only to one-tenth,

as m x736, but to one-twentieth'. See above, p. i7o, note.]
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part of the American mines which are now wrought. The gradual in-
crease of the demand for silver, or the gradual enlargement of the
market for the produce of the silver mines of America, is probably the
cause which has prevented this from happening, and which has not
only kept up the value of silver in the European market, but has perhaps
even raised it somewhat higher than it was about the middle of the
last century.

Since the first discovery of America, the market for the produce of
its silver mines has been growing gradually more and more extensive.

_) in First, The market of Europe has become gradually more and more
tlrOl_,

extensive. Since the discovery of America, the greater part of Europe
has been much improved. England, Holland, France, and Germany ;
even Sweden, Denmark, and Russia, have all advanced considerably both

in agriculture and in manufactures. Italy seems not to have gone back-
wards. The fall of Italy preceded the conquest of Peru. Since that
time it seems rather to have recovered a little. Spain and Portugal,

indeed, are supposed to have gone backwards. Portugal, however, is
but a very small part of Europe, and the declension of Spain is not,
perhaps, so great as is commonly imagined. In the beginning of the
sixteenth century, Spain was a very poor country, even in comparison
with France, which has been so much improved since that time. It
was the well-known remark of the Emperor Charles V. who bad travelled
so frequently through both countries, that every thing abounded in France,
but that every thing was wanting in Spain. The increasing produce of
the agriculture and manufactures of Europe must necessarily have re-
quired a gradual increase in the quantity of silver coin to circulate it ;
and the increasing number of wealthy individuals must have required
the like increase in the quantity of their plate and other ornaments of
silver.

{2)inArner- Secondly, America is itself a new market for the produce of its own
teaitself, silver mines ; and as its advances in agriculture, industry, and popula-

tion, are much more rapid than those of the most thriving countries in
Europe, its demand must increase much mo_ rapidly. The l_.nglish co-
lonies are altogether a new market, which partly for coin and partly for
plate, requires a continually augmenting supply of silver through a
great continent where there never was any demand before. The greater
part too of the Spanish and Portuguese colonies are altogether new mar-
kets. New Granada, the Yucatan, Paraguay, and the Brazils were,
before discovered by the Europeans, inhabited by savage nations, who
had neither arts nor agriculture. A considerable degree of both has
now been introduced into all of them. Even Mexico and Peru, though
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they cannot be considered as altogether new markets, are certainly
much more extensive ones than they ever were before. After all the

wonderful tales which have been published concerning the splendid
state of those countries in ancient times, whoever reads, with any de-
gree of sober judgment, the history of their first discovery and conquest,
will evidently discern that, in arts, agriculture, and commerce, their

inhabitants were much more ignorant than the Tartars of the Ukraine
are at present. Even the Peruvians, the more civilized nation of the two,
though they made use of gold and silver as ornaments, had no coined
money of any kind. Their whole commerce was carried on by barter,
and there was accordingly scarce any division of labour among them.
Those who cultivated the ground were obliged to build their own houses,
to rnabe their own houshold furniture, their own clothes, shoes, and in-

struments of agriculture. The few artificers among them are said to have
been all maintained by the sovereign, the nobles, and the priests, and
were probably their servants or slaves. All the ancient arts of Mexico
and Peru have never furnished one single manufacture to Europe .1
The Spanish armies, though they scarce ever exceeded five hundred
men, and frequently did not amount to half that number, found almost
every-where great difficulty in procuring subsistence. The famines which
they are said to have occasioned almost wherever they went, in countries
too which at the same time are represented as very populous and well-
cultivated, sufficiently demonstrate that the story of this populousness
and high cultivation is in a great measure fabulous. The Spanish co-
lonies are under a government in many respects less favourable to agri-
culture, improvement and population, than that of the English colonies. 2
They seem, however, to be advancing in all these much more rapidly
than any country in ]_urope. In a fertile soil and happy cllm_te, the
great abundance and cheapness of land, a circumstance common to all
new colonies, is, it seems, so great an advantage as to compensate many
defects in civil government. Frezier, who visited Peru in 1713, repre-
.sents Lima as containing between twenty-five and twenty-eight thousand
inhahitants. 8 Ulloa, who resided in the same country between 1740
and 1746, represents it as containing more than fifty thousand. _ The
difference in their accounts of the populousness of several other prin-

* [Below, voL ii., p. 7 o. Raynal, Histoire ]_hiloso;Ohique, Amsterdam ed. *773, tom. iii.,
pp. xx 3, xx6, takes the same view of the Peruvm.ns.]

i[Below, vol. ii., pp. 68-89 j0asy/ot. ]
S[Voyage to the South Sea, p. 218, but the number mentioned is twenty-five to thirty

thousand.]
4 [ Voyage histori_luz, tom. i., p. 443, 445 : ' sixteen to eighteen thousand persons of Spanish

extracfio_, a comparatively _n_11 number of h>di_a_ and half-breeds, the greater part of the
populationbeingnegroesandmulaUo_.']
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cipal towns in Chili and Peru is nearly the same ; 1 and as there seems
to be no reason to doubt of the good information of either, it marks an

increase which is scarce inferior to that of the English colonies. Amer-
ica, therefore, is a new market for the produce of its own silver mines,

of which the demand must increase much more rapidly than that of the
most thriving country in Europe.

and_)in Thirdly, The East Indies is another market for the produce of the
the East
Indies, silver mines of America, and a market which, from the time of the first

discovery of those mines, has been continually taking off a greater and

a greater quantity of silver. Since that time, the direct trade between
America and the East Indies, which is carried on by means of the

Acapulco ships, _ has been continually augmenting, and the indirect
intercourse by the way of Europe has been augmenting in a still greater
proportion. During the sixteenth century, the Portuguese were the
only European nation who carried on any regular trade to the East
Indies. In the last years of that century the Dutch began to en-
croach upon this monopoly, and in a i_w years expelled them from their
principal settlements in India. During the greater part of the last
century those two nations divided the most considerable part of the
East India trade between them; the trade of the Dutch continually
augmenting in a still greater proportion than that of the Portuguese
declined. The F.nglish and French carried on some trade with India
in the last century, but it has been greatly augmented in the course of
the present. The East India trade of the Swedes and Danes began
in the course of the present century. Even the Muscovites now trade
regularly with China by a sort of caravans which go over land through
Siberia and Tartary to Pekin. The East India trade of all these nations,
if we except that of the French, which the last war had well nigh an-
nihilated, has been almost continually augmenting. The increasing
consumption of F_mst India goods in Europe is, it seems, so great, as to

afford a gradual increase of employment to them all. Tea, for example,
was a drug very little used in Europe before the middle of the last

century. At present the value of the tea annually imported by the
Fmglish East India Company, for the use of their own countrymen,
amounts to more than a million and a half a year ; and even this is not

enough ; a great deal more being constantly smuggled into the coun-

1 [E.g., Santiago and Callao, Freziev, Voyage, pp, xo2, _o2; Juan and Ullca, Voyage
Mstortque, vol. i., p. 468 ; vol. ii., p. 49.]

[Ortginally one shap, and, after x72o, two ships, were allowed to sail between Aeapuleo in
Memco and the philippines. For the regulations apphed to the trade see Uztariz, Tl_eary
and Practice of Commerce and Mariti_ne Affairs, trans, by John Kippz.x, XTSt, voL i.,
pp. _5-_8. ]
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try from the ports of Holland, from Gottenburg in Sweden, and farm
the eoaat of France too, as long as the French East India Company

was in prosperity. The consumption of the porcelain of China, of the
spiccries of the Moluccas, of the piece goods of Bengal, and of innu-
merable other articles, has increased very nearly in a like proportion.
The tonnage accordingly of all the European shipping employed in the
East India trade, at any one time during the last century, was not, per-
lips, much greater than that of the English East India Company before
the late reduction of their shipping. 1

But in the East Indies, particularly in China and Indostan, the value wherethevalue of

of the precious metals, when the Europeans first began to trade to those goldandsilver was,
countries, was much higher than in Europe ; and it still continues to andstillis,

higher than
be so. In rice countries, which generally yield two, sometimes three in Europe
crops in the year, each of them more plentiful than any common crop
of corn, the abundance of food must be much greater than in any corn
country of equal extent. Such countries are accordingly much more
populous. In them too the rich, having a greater super-abundance of
food to dispose of beyond what they themselves can consume, have the
means of purchasing a much greater quantity of the labour of other
people. The retinue of a grandee in China or Indostan accordingly i_,
by all accounts, much more numerous and splendid than that of the
richest subjects in Europe. The same super-abundance of food, of which
tbey have the disposal, enables them to give a greater quantity of it
for all those singular and rare productions which nature furnishes but
in very small quantities ; such as the precious metals and the precious
stones, the great objects of the competition of the rich. Though the
mines, therefore, which supplied the Indian market had been as abun-
dant as these which supplied the European, such commodities would
naturally exchange for a greater quantity of food in India than in Eu-
rope. But the mines which supplied the Indian market with the pre-
cious metals seem to have been a good deal less abundant, and those
which supplied it with the precious stones a good deal more so, than the
mines which supplied the European. The precious metals, therefore,
would naturally exchange in India for somewhat a greater quantity of
the precious stones, and for a much greater quantity of food _ than in

1 [, In order to prevent the great consumption of timber fit for the construction of large ships
of war, the East Indta Company were prohibited from building, or allowing to be built for
their service, any new ships, till the shipping in their employment should be reduced under
45,0oo tons, or employing any ships built after ISth March, i772. But they are at liberty to
build any vessel whatever in India or the colonies, or to charter any vessel built in India or the
colonies, I2 Gco. III., c. 54.'--Macpherson, Annals of Commerce, x8o5, A.D. I772, vol. ifi.,
pp. 52I, 522.]

_[Ed. x places ' m India' here instead of in the line above.]



_06 DIGRESSION ON SILVER [BK. I

Europe. The money price of diamonds, the greatest of all superfluities,
would be somewhat lower, and that of food, the first of all necessaries,

a great deal lower in the one country than in the other. But the real
price of labour, the real quantity of the necessaries of life which is given
to the labourer, it has already been observed, x is lower both in China
and Indostan, the two great markets of India, than it is through the
greater part of Europe. The wages of the labourer will there purchase
a smaller quantity of food ; and as the money price of food is much
lower in India than in Europe, the money price of labour is there lower
upon a double account ; upon account both of the small quantity of food
which it will purchase, and of the low price of that food. But in coun-

tries of equal art and industry, the money price of the greater part of
manufactures will be in proportion to the money price of labour ; and
in manufacturing art and industry, China and Indostan, though inferior,
seem not to be much inferior to any part of Europe. The money price
of the greater part of manufactures, therefore, will naturally be much
lower in those great empires than it is any-where in Europe. Through
the greater part of Europe too the expenee of land-carriage increases
very much both the real and nominal price of most manufactures. It
costs more labour, and therefore more money, to bring first the materials,
and afterwards the complete manufacture to market. In China and In-
destan the extent and variety of inland navigations save the greater part
of this labour, and consequently of this money, and thereby reduce
still lower both the real and the nominal price of the greater part of their
manufactures. Upon all these accounts, the precious metals are a com-
modity which it always has been, and still continues to be, extremely
advantageous to carry from Europe to India. There is scarce any
commodity which brings a better price there ; or which, in proportion
to the quantity of labour and commodities which it costs in Europe,
will purchase or command a greater quantity of labour and commodities
in Indi_ It is more advantageous too to carry silver thither than gold ;
because in China, and the greater part of the other markets of India,
the proportion between flue silver and flue gold is but as ten, or at most
as twelve, 2 to one ; whereas in Europe it is as fourteen or fifteen to one.
In China, and the greater part of the other markets of India, ten, or

at most twelve, ounces of silver will purchase an ounce of gold : in Eu-
rope it requires from fourteen to fifteen ounces. In the cargoes, there-
fore, of the greater part of European ships which sail to India, silver has

l [Above, pp. 74, 75.]
2 [F_xl. x does not contain ' or at most as twelve' here and two lines lower dow_]
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generally been one of the most valuable articles. 1 It is the most valu-
able article in the Aeapulco ships which sail to Manilla. The silver of
the new continent seems in this manner to be one of the principal
commodities s by which the commerce between the two extremities of
the old one is carried on, and it is by means of it, in a great measure, s
that those distant parts of the world are connected with one another.

In order to supply so very widely extended a market, the quantity of The supplyof silver
silver annually brought from the mines must not only be sufficient to mustprovide

for waste as
support that continual increase both of coin and of plate which is re- wellas in-
quired in all thriving countries ; but to repair that continual waste and crea.eofplate and

consumption of silver which takes place in all countries where that metal coin.
is used.

The continual consumption of the precious metals in coin by wearing, waste is
consider-

and in plate both by wearing and cleaning, is very sensible ; and in able.
commodities of which the use is so very widely extended, would alone
require a very great annual supply. The consumption of those metals
in some particular manufactures, though it may not perhaps be greater
upon the whole than this gradual consumption, is, however, much more
sensible, as it is much more rapid. In the manufactures bf Birmingham
alone, the quantity of gold and silver annually employed in gilding and
plating, and thereby disqualified from ever afterwards appearing in the
shape of those metals, is said to amount to more than fifty thousand
pounds sterling. We may from thence form some notion how great
must be the annual consumption in all the different parts of the world,
either in manufactures of the same kind with those of Birmingham, or
in laces, embroideries, gold and silver stuffs, the gilding of books, fur-
niture, &c. A considerable quantity too must be annually lost in trans-
porting those metals from one place to another both by sea and by land.
In the greater part of the governments of Asia, besides, the almost uni-
versal custom of concealing treasures in the bowels of the earth, of
which the knowledge frequently dies with the person who makes the
concealment, must occasion the loss of a still greater quantity.

The quantity of gold and silver imported at both Cadiz and Lisbon Sixmdlions
of gold and

(including not only what comes m_der register, but what may be supposed silverare
to be smuggled) amounts, according to the best accounts, 4 to about six importedatCadiz and

millions sterling a year. Lisbon.

a [Newton, in his Representation to the Lords of t/_e Treasury, I7x 7 (replanted in the
Universal Merclzant, quoted on the next page), says that in China and Japan the ratio is 9
or xo to I and in India I2 to i, and this carries away the silver from all Europe. Magens,
in a note to this passage ( Universal 2gIerct_ant, p. 9o), says that down to I732 such quantities
of silver went to China to fetch back gold that the price of gold in China rose and it became
no longer profitable to send silver there.]

led. x reads ' be the principal eommodtty ',] *[Ed. i reads ' chiefly'.]
4[The same wordsare used below, ix 4xo.]
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as _how,by According to Mr. Meggens 1 the annual importation of the previous
Mag_ns. metals into Spain, at an average of six years ; viz. from 1748 to 1753,

both inclusive ; and into Portugal, at an average of seven years ; viz.
from 1747 to 175S, both inclusive; 2 amounted in silver to 1,101,107
pounds weight; and in gold to 49,940 pounds weight. The silver,
at sixty-two shillings the pound Troy, amounts to 8,418,431 1. 10s. 8

sterling. The gold, at forty-four guineas and a half the pound
Troy, amounts to 2,333,446l. 14s. sterling. Both together amount

to 5,746,8781. ¢s. sterling. The account of what was imported
under register, he assures us is exact. He gives us the detail of
the particular places from which the gold and silver were brought,
and of the particular quantity of each metal, which, according to the
register, each of them afforded. He makes an allowance too for the
quantity of each metal which he supposes may have been smuggled.
The great experience of this judicious merchant renders his opinion of
considerable weight.

Raynal, According to the eloquent and, sometimes, well-informed Author of
the Philosophical and Political History of the Establishment of the

Europeans in the two Indies, the annual importation of registered gold
and silver into Spain, at an average of eleven years ; viz. from 1754 to
1764, both inclusive; amounted to 13,984,185¼ 4 piastres of ten reals.
On account of what may have been smuggled, however, the whole
annual importation, he supposes, may have amounted to seventeen

millions of piastres ; which, at 4 s. 6 d. the piastre, is equal to 3,825,000 I.
sterling. He gives the detail too of the particular places from which
the gold and silver were brought, and of the particular quantities of
each metal which, according to the register, each of them afforded. 5
He informs us too, that if we were to judge of the quantity of gold

1 Postscript to the Universal Merchant, p. 15 and i6, This Postscript was not printed till
1756 , three years after the pubhcation of the book, which has never had a second edition.
The postscript is, therefore, to be found in few copies. It corrects several errors in the book.
[This note appears first in ed. 2. The title of the work referred to is Farther Explanations
of some particular subjects relatin_ go Trade, Coin, and J_xckanffes, contained in tke
Universal .VYerchanl, by N. M., 1756. On p. I N. M. claims the authorship of the book
' published by Mr, Horstey under the too pompous title of The Universal _]/Ierckant'. In
the dedication of The Universal Merchant, 1753, william Horsley, the editor, says the
author ' though an alien by birth is an Englishman by interest '. Sir James Steuart, who
calls him ' Mr. Megens,' says he hved long in England and wrote the Universal Merchant in
German, from which it had been translated (Inquiry into the Prznciples of Political _onomy,
x767, vol. i1., pp. 158, 292 ). The Gentleman's e14a_cazine for August, 1764, p. 398, contains
in the Obituary, under date August i8, i764, 'Nmholas Magens F_,sq. a merchant worth
£xoo,oco.']

[The two periods are really five years, April, 1748, to April, i753, and six years, January,
1747, to January, 1753, but the averages are correct, being taken from Mageas.]

n[The xos. here should be I4s., and two fines lower down the i4 s. should be xos.]
4 [Misprinted 13,984 i85_- in ed. 2 and later editions.]
n[Rayaml, H_sto, re 20kdosqkkique el politique des gtablissemens el du commeme das

EuroiOdens clans les deux Irides, Amsterdam ed., z773, tom. iii., p. 3xo.]
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annually imported from the Brazils into Lisbon by the amount of the

tax paid to the king of Portugal, which it seems is one-fifth of the
standard metal, we might value it at eighteen millions of cruzadoes, or
forty-five millions of French livres, equal to about two millions ster-
ling. On account of what may have been smuggled, however, we may
safely, he says, add to this sum an eighth more, or 250,000 l. sterling,
so that the whole will amount to 2,250,000 1. sterling. 1 According to
this account, therefore, the whole annual importation of the precious

metals into both Spain and Portugal, amounts to about 6,075,000 l.
sterling.

Several other very well authenticated, though manuscript, 2 accounts, andother
I have been assured, agree, in making this whole annual importation authors.
amount at an average to about six millions sterling ; sometimes a little
more, sometimes a little less.

The annual importation of the precious metals into Cadiz and Lisbon, This isnotthe whole of
indeed, is not equal to the whole annual produce of the mines of theannual
America. Some part is sent annually by the Acapulco ships to Manilla ; supply,butby far the

some part is employed in the contraband trade which the Spanish eolo- greater part.

nies carry on with those of other European nations ; and some part, no
doubt, remains in the country. The mines of America, besides, are

by no means the only gold and silver mines in the world. They are,
however, by far the most abundant. The produce of all the other mines
which are known, is insignificant, it is acknowledged, in comparison
with theirs ; and the far greater part of their produce, it is likewise ac-

knowledged, is annually imported into Cadiz and Lisbon. But the
consumption of Birmingham alone, at the rate of fifty thousand pounds
a year, 3 is equal to the hundred-and-twentieth part of this annual im-
portation at the rate of six millions a year. The whole annual consumption
of gold and silver, therefore, in all the different countries of the world
where those metals are used, may perhaps be nearly equal to the whole

annual produce. The remainder may be no more than sufficient to
supply the increasing demand of all thriving countries. It may even have
fallen so far short of this demand as somewhat to raise the price of those

metals in the European market.

The quantity of brass and iron annually brought from the mine to Brassand
the market is out of all proportion greater than that of gold and sil- ironin-crease, but

Wedo not
vet. We do not, however, upon this account, imagine that those coarse expect them

metals are likely to multiply beyond the demand, or to become gradu- tofallinvalue. Why

ally cheaper and cheaper. Why should we imagine that the precious thengoldand sliver

1 [Raynal, Hisgoire_htloso_hifue, Amsterdam ed., i773, tom. iii., p. 385 .]
[Ed. x does not contain ' though manuscript '.] 3[Above, p. 2o7 ]
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metals are likely to do so ? The coarse metals, indeed, though harder,
are put to much harder uses, and, as they are of less value, less care is
employed in their preservation. The precious metals, however, are not
necessarily immortal any more than they, but are liable too to be lost,
wasted, and consumed in a great variety of ways.

Inconse- The price of all metals, though liable to slow and gradual variations,
quence of
theirdura- varies less from year to year than that of almost any other part of the
bihtythe rude produce of land ; and the price of the precious metals is even lessmetals, es-

pecially gold liable to sudden variations than that of the eoarse ones. The durable-
and silver,

varylittlein ness of metals is the foundation of this extraordinary steadiness of price.
value from

yeartoyear The corn which was brought to market last year, will be all or almost
all consumed long before the end of this year. But some part of the
iron which was brought from the mine two or three hundred years ago,

may be still in use, and perhaps some part of the gold which was
brought from it two or three thousand years ago. The different masses
of corn which in different years must supply the consumption of the
world, will always be nearly in proportion to the respective produce of
those different years. But the proportion between the different masses
of iron which may be in use in two different years, will be very little
affected by any accidental difference in the produce of the iron mines

of those two years ; and the proportion between the masses of gold will
be still less affected by any such difference in the produce of the gold

mines. Though the produce of the greater part of metallic mines,
therefore, varies, perhaps, still more from year to year than that of the

greater part of corn-fields, those variations have not the same effect
upon the price of the one species of commodities, as upon that of the
other.

Variations in the Proportion bet_veen the respective Falues of Gold
and Silver

Afterthe I)EFORE the discovery of the mines of America, the value of fine
discovery of
the Amer- gold to fine silver was regulated in the different mints of Europe,

1_)
i_tnmines
silverfellin between the proportions of one to ten and one to twelve ; that is, an
proportmn ounce of fine gold was supposed to be worth from ten to twelve ouncesto gold

of finesilver.About the middle of the lastcenturyitcame tobe re-

gulated,between the proportionsof one tofourteenand one tofifteen;
that is,an ounce of finegold came to be supposed worth between
fourteen and fifteen ounces of fine silver. Gold rose in its nominal

value, or in the quantity of silver which was given for it. Both me-
tals sunk in their real value, or in the quantity of labour which they
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could purchase ; but silver sunk more than gold. Though both the gold
and silver mines of America exceeded in fertility all those which had
ever been known before, the fertility of the silver mines had, it seems,
been proportionably still greater than that of the gold ones.

The great quantities of silver carried annually t_om Europe to India, It is higher
have, in some of the F.n_lish settlements, gradually reduced the value _ntheEast
of that metal in proportion to gokl. In the mint of Calcutta, an ounce

of fine gold is supposed to be worth fifteen ounces of fine silver, in the
same manner as in Europe. It is in the mint perhaps rated too high for
the value which it bears in the market of Bengal In China, the pro-
portion of gold to silver still continues as one to ten, or one to twelve.1

In Japan, it is said to be as one to eighL 2
The proportion between the quantities of gold and silver annually ira- Magens

seems to
ported into Europe, according to Mr. Meggens's account, is as one to thinkthe

proportiontwenty-two nearly ; _ that is, for one ounce of gold there are imported a of val,e
little more than twenty-two ounces of silver. The great quantity of silver shooidbethe same as

sent annually to the East Indies, reduces, he supposes, the quantities of the propor-tion of

those metals which remain in Europe to the proportion of one to four- quantity.
teen or fifteen, the proportion of their values. The proportion between
their values, he seems to thinks4 must necessarily be the same as that be-
tween their quantities, and would therefore be as one to twenty-two,
were it not for this greater exportation of silver.

But the ordinary proportion between the respective values of two h.t thisis

commodities is not necessarily the same as that between the quantities absurd
of them which are commonly in the market. The price of an ox, reck-
oned at ten guineas, is about threescore times the price of a lamb, reck-
oned at 3 s. 6 d. It would be absurd, however, to infer from thence, that

there are commonly in the market threescore lambs for one ox: and it
would be just as absurd to infer, became an ounce of gold will commonly
purchase from fourteen to fifteen ounces of silver, that there are com-

monly in the market only fourteen or fifteen ounces of silver for one
ounce of gold.

The quantity of silver commonly in the market, it is probable, is Thewhole
of a cheap

much greater in proportion to that of gold, than the value of a eer- commodity
rain quantity of gold is to that of an equal quantity of silver. The is co--onlyworth more

whole quantity of a cheap commodity brought to market, is corn- thanthewhole of a

monly not only greater, but of greater value, than the whole quantity dearone.and this is

of a dear one. The whole quantity of bread annually brought to the casewith silver
and gold.

1[Ed. x does not contain ' or one to twelve '.]
s [Canfillon gaves one to ten for China and one to eight for Japan, Essai, p. 365.]
s [Above, pp. -,08, 209. The exact figure given by Magens, Farttwr Explanations, p. x6,

is x to u_.] 4[Ibid., p. xT.]



_1_ DIGRESSION ON SILVER [BK. I

market, is not only greater, but of greater value than the whole quantity
of butcher's-meat ; the whole quantity of butcher's-meat, than the whole

quantity of poultry ; and the whole quantity of poultry, than the whole
quantity of wild fowl. There are so many more purchasers for the cheap
than for the dear commodity, that, not only a greater quantity of it,
but a greater value, can commonly be disposed of. The whole quantity,
therefore, of the cheap commodity must commonly be greater in pro-
portion to the whole quantity of the dear one, than the value of a cer-
tain quantity of the dear one, is to the value of an equal quantity of the
cheap one. When we compare the precious metals with one another,
silver is a cheap, and gold a dear commodity. We ought naturally to
expect, therefore, that there should always be in the market, not only a
greater quantity, but a greater value of silver than of gold. Let any
man, who has a little of both, compare his own silver with his gold plate,
and he will probably find, that, not only the quantity, but the value of
the former greatly exceeds that of the latter. Many people, besides, have
a good deal of silver who have no gold plate, which, even with those
who have it, is generally confined to watch-cases, snuff-boxes, and such
like trinkets, of which the whole amount is seldom of great value. In
the British coin, indeed, the value of the gold preponderates greatly,
but it is not so in that of all countries. In the coin of some countries

the value of the two metals is nearly equal. In the Scotch coin, be-
fore the union with England, the gold preponderated very little, though
it did somewhat,1 as it appears by the accounts of the mint. In the
coin of many countries the silver preponderates. In France, the largest
sums are commonly paid in that metal, and it is there difficult to get more

gold than what is necessary to carry about in your pocket. The su-
perior value, however, of the silver plate above that of the gold, which
takes place in all countries, will much more than compensate the pre-

ponderancy of the gold coin above the silver, which takes place only in
some countries.

Goldis Though, in one sense of the word, silver always has been, and pro-
nearer its
Io_st pos- bably always will be, much cheaper than gold; yet in another sense,
sib,eth.,silver.P'icegold may, perhaps, in the present state of the Spanish 2 market, be said

to be somewhat cheaper than silver. A commodity may be said to be

] See Rud0aman's Preface to Anderson's Diplomata, &c. Scotim. [Selectus di_lomatura
el nuraismalum thesaurus (quoted above, p. x84}, pp. 84, 8.5 ; and in the translation, pp.
x75 , x76. But the statement that gold preponderated is founded merely on the fact that the
value of the gold coined in the periods x6th December, x6o2, to i9th July, 16o6, and _oth
September, x6ix, to x4th April, 16x3, waS greater than that of the silver coined in the same
time, which proves nothing about the proportions in the whole stock of coin. The statement

is repeated r_lsOW, p. 28o. Tim note appears first in ed. a.]2lEd. t ' European'.]
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dear orcheap,not onlyaccordingtothe absolutegreatnessorsmallness

of itsusualprice,but accordingasthatpriceismore or lessabovethe
lowestforwhich itispossibletobringittomarket forany considerable

time together. Thislowestpriceisthatwhich barelyreplaces,with a

moderate profit,the stockwhich must be employed in bringingthe

commodity thither.It isthe pricewhich affordsnothingto the land-

lord,ofwhich rent makes not any component part,but which resolves

itselfaltogetherintowages and profit.But,in the presentstateof
the Spanishimarket,gold iscertainlysomewhat nearertothislowest

pricethan silver.The tax ofthe King of Spainupon goldisonlyone-

twentiethpartof the standardmetal,orfiveper cent.; whereashistax

upon silveramounts toone-tenthpartofit,ortotenpercents Inthese
taxestoo,ithas alreadybeen observed,3 consiststhe whole rent of

the greaterpartof the goldand silvermines of SpanishAmerica; and

thatupon gold isstillworse paidthan thatupon silver.The profitsof

the undertakersof gold mines too,as theymore rarelymake a for-
tune,must,ingeneral,be stillmore moderatethan thoseof the under-

takersof silvermines.4 The priceof Spanishgold,therefore,as itaf-
fordsboth lessrent and lessprofit,must,in the Spanishsmarket,be

somewhat nearertothe lowestpriceforwhich itispossibletobringit
thither,than the priceof Spanishsilver.When allexpencesarc com-

puted,the whole quantityof the one metal,itwould seem,cannot,in

the Spanishmarket, be disposedof so advantageouslyas the whole

quantityofthe other._ The tax,indeed,ofthe King of Portugal_upon

the goldofthe Brazils,isthe same withthe ancienttaxsofthe King of

Spainupon the silverofMexico and Peru; orone-fifthpartofthestan-

dard metal.9 It may, therefore,be uncertainwhether to the general

market of Europe the whole mass ofAmerican gold comes ata price10

nearertothe lowestforwhich itispossibletobringitthither,than the
whole mass ofAmerican silver.

The price of diamonds and other precious stones may, Perhaps, be Diamondsare nearer
still nearer to the lowest price at which it is possible to bring them to stiu.
market, than even the price of gold. 11

1 [Ed. i reads ' European '.] SlEd. I reads ' one fifth part of it, or to twenty per cent,']
s [Above, pp. I59, 2oi. ] 4 [Above, p. IyI. ] 5 [Ed. I reads ' European '. ]
s lEd. i places the ' it would seem' after ' computed,' omits ' in the Spanish market,' and

puts the whole sentence at the end of the paragraph.]
7 [EeL x places the ' indeed' here.] s [EeL i reads ' that '.] s [Above, p. 2tx).]
10[Ed. I reads ' It must still be true, however, that the whole mass of American gold come_

to the European market at a price '. ]
n [Ed. i contains another paragraph, ' Were the king of Spain to give up his tax upon

silver, the price of that metal might not, upon that account, sink immedmtely m the European
market. As long as the quantity brought thither continued the same as before, it would still
continue to sen at the same price. The first and immediate effect of this change, would be to
increase the profits of mj'ning, the undertaker of the mine now gaining all that he had been
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it maybe Though it is not very probable, that any part of a tax which is not
necessary to
reducestill only imposed upon one of the most proper subjects of taxation, a mere
further the
tax onsilver luxury and superfluity, but which affords so very important a revenue,
in Spanish
America. as the tax upon silver, will ever be given up as long as it is possible to

pay it ; yet the same impossibility of paying it, which in 17_6 made it
necessary to reduce it from one-fifth to one-tenth, 1 may in time make
it necessary to reduce it still further ; in the same manner as it made it
necessary to reduce the tax upon gold to one-twentieth. 2 That the
silver mines of Spanish America, like all other mines, become gradually
more expensive in the working, on account of the greater depths at
which it is necessary to carry on the works, and of the greater expence

of drawing out the water and of supplying them with fresh air at those
depths, is acknowledged by every body who has enquired into the state
of those mines.

The greater These causes, which are equivalent to a growing scarcity of silver (for
cost of rais-
ing silver a commodity may be said to grow scarcer when it becomes more diffi-
must lead to
an increase cult and expensive to collect a certain quantity of it), must, in time,
of itsprice, produce one or other of the three following events. The increase of theor a reduc-

tion of the expence must either, first, be compensated altogether by a proportionabletax upon it,
or both. increase in the price of the metal ; or, secondly, it must be compensated

altogether by a proportionable diminution of the tax upon silver ; or,
thirdly, it must be compensated partly by the one, and partly by the
other of those two expedients. This third event is very possible. As
gold rose in its price in proportion to silver, notwithstanding a great di-
minution of the tax upon gold ; so silver might rise in its price in pro-
portion to labour and commodities, notwithstanding an equal diminution
of the tax upon silver.

Thereduc- Such successive reductions of the tax, however, though they may not
tion of the
tax inthe prevent altogether, must certainly retard, more or less, the rise of the
pastr_kes value of silver in the European market. In consequence of such reduc-silver at

least ioper tions, many mines may be wrought which could not be wrought before,cent. lower

thanitwould because they could not afford to pay the old tax ; and the quantity ofotherwise
have been.

used to pay to the king. These great profits would soon tempt a greater number of people
to undertake the working of new mines. Many mines would be wrought which cannot be
wrought at present, because they cannot afford to pay this tax, and the quantity of silver
brought to market would, in a few years be so much augmented, probably, as to sink its prio_
about one-fifth below its present standard. This diminution in the value of silver would again
reduce the profits of mimng nearly to their present rate.']

l[Above, pp. 169, aot.]
[Ed. i reads from the beg!nning of the paragraph, ' It is not indeed very probable, that any

part of a tax which affords so tmportant a revenue, and which ts imposed, too, upon one of the
most proper subjects of taxation, will ever be given up as long as it is possible to pay it. Tim
impossibility of paying it, however, may in time make it necessary to diminish it, in the same
manner as it made it nccessary,.todaminishthe tax upon gold.']
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silver Annually brought to market must always be somewhat greater, and,
therefore, the value of any given quantity somewhat less, than it other-

wise would have been. In consequence of the reduction in 1736, the
value of silver in the European market, though it may not at this day
be lower than before that reduction, is, probably, at least ten per cent.

lower than it would have been, had the Court of Spain continued to
exact the old tax. 1

That, notwithstanding this reduction, the value of silver has, during silver has
probably

the course of the present century, begun to rise somewhat in the Eu- risensome-
what in the

ropean market, the facts and arguments which have been alleged above, present
dispose me to believe, or more properly to suspect and conjecture ; for century.
the best opinion which I can form upon this subject scarce, perhaps, de-
serves the name of belief. The rise, indeed, supposing there has been
any, has hitherto 2 been so very small, that after all that has been said,
it may, perhaps, appear to many people uncertain, not only whether this
event has actually taken place ; but whether the contrary may not have
taken place, or whether the value of silver may not still continue to
fall in the European market.

It must be observed, however, that whatever may be the supposed The annual
coosurnp-

annual importation of gold and silver, there must be a certain period, at tionmustat
length equal

which the annual consumption of those metals will be equal to that an- the annual
nual importation. Their consumption must increase as their mass in- impor_tion.
creases, or rather in a much greater proportion. As their mass increases,
their value diminishes. They are more used, and less eared for, and

their consumption consequently increases in a greater proportion than
their mass. After a certain period, therefore, the annual consumption
of those metals must, in this manner, become equal to their annual im-
portation, provided that importation is not continually increasing ; which,
in the present times, is not supposed to be the ease.

If, when the annual consumption has become equal to the annual ira- andwill
then accom-

portation, the annual importation should gradually diminish, the annual _od_teitseff

consumption may, for some time, exceed the annual importation. The int°theChangeSin-
mass of those metals may gradually and insensibly diminish, and their portatiun.
value gradually and insensibly rise, till the annual importation becoming
again stationary, the annual consumption will gradually and insensibly
accommodate itself to what that annual importation can maintain)

1 [This paragraph appears first in ed. 2.
2 led. i reads from the beginning of the paragraph, ' That the first of these three events

has already begun to take place, or that stlver has, during the course of the present century,
begun to rise somewhat in its value in the European market, the facts and arguments which
have been alledged above dispose me to believe. The rise, indeed, has hitherto '.]

3[The last two paragraphs appear first in Addiuons and Corrections and ed. 3-]
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Gromuts of the Su.rpieion that the Value of Silver still continues to decrease

Goldand THE increaseofthewealthof Europe,and the popularnotionthat,silver are

supposedto fits the quantity of the precious metals naturally increases withbe still fall-

ingbecause the increase of wealth, so their value diminishes as their quantity
they are in-
creasingin increases, may, perhaps, a dispose many people to believe that their value

quantitYsomesortsand still continues to fall in the European market', and the still gradually
ofrudepro- increasingpriceofmany partsofthe rudeproduceoflandmay 2confirmduceare

rising, them stillfurtherinthisopinion.

}thasal- That that increase in 3 the quantity of the precious metals, whichready been

shownthat arises in any country 4 from the increase of wealth, has no tendency tothe increase

of the diminish their value, I have endeavoured to show already, s Gold and
notmet_lSdimi_i_hneedsilver naturally resort to a rich country, for the same reason that all

theirvalue: sorts of luxuries and curiosities resort to it; not because they are
cheaper there than in poorer countries, but because they are dearer, or

because a better price is given for them. It is the superiority of price
which attracts them, and as soon as that superiority ceases, they
necessarily cease to go thither.

andtherise IfyOU exceptcornand such othervegetablesasareraisedaltogetherofcattle,

etc..isdue by human industry,thatallothersortsofrude produce,cattle,poultry,to a rise in
theirreal game of all kinds, the useful fossils and minerals of the earth, &c.

priCe.afallofn°tto naturally grow dearer as the society advances in wealth and improve-
silver, ment, I have endeavoured to show alreadyY Though such commo-

dities,therefore,come to exchange for a greaterquantityof silver
than before,itwillnot from thence followthat silverhas become

reallycheaper,or willpurchaselesslabourthan before,but thatsuch

commoditieshave become reallydearer,orwillpurchasemore labour

than before. It isnot theirnominal priceonly,but theirrealprice
which risesinthe progressofimprovement. The riseoftheirnominal

priceisthe effect,not ofany degradationof the valueof silver,but of
the riseintheirrealprice.

Diferent Effects of the Progress of Improvement upon three different Sorts
of rude Produce

rhereal THESE different sorts of rude produce may be divided into threeprtce of
threesorts .t classes. The first comprehends those which it is scarce in the
of rude pro-
duceri_esi_ power of human industry to multiply at all. The second, those which
theprogress it Can multiply in proportion to the demand. The third, those inof improve-
n)ent :

1 Ed. x reads ' may besides '.] SlEd. x reads ' perhaps' here.]
3 [Ed. r reads ' That the increase of '.] 4 led. i places the ' which arises' here,]
5[Above, p. x88 ft.] 6[Above , pp. I75 , i76, ]
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which the efficacy of industry is either limited or uncertain. In the
progress of wealth and improvement, the real price of the first may
rise to any degree of extravagance, and seems not to be limited by any
certain boundary. That of the second, though it may rise greatly,
has, however, a certain boundary beyond which it cannot well pass for

any considerable time together. That of the third, though its natural
tendency is to rise in the progress of improvement, yet in the same
degree of improvement it may sometimes happen even to fall, some-
times to continue the same, and sometimes to rise more or less, ac-

cording as different accidents render the efforts of human industry, in
multiplying this sort of rude produce, more or less successful.

First Sort

The first sort of rude produce of which the price rises in the progress (,) Thesortwhtch can-

of improvement, is that which it is scarce in the power of human in- notbe mul-
tiphed by

dustry to multiply at all. It consists in those things which nature human_n-
dustry, such

produces only in certain quantities, and which being of a very perish- asgame.
able nature, it is impossible to aeeumulate together the produce of
many different seasons. Such are the greater part of rare and singular
birds and fishes, many different sorts of game, almost all wild-fowl, all
birds of passage in particular, as well as many other things. When
wealth and the luxury which accompanies it inerease, the demand for
these is likely to increase with them, and no effort of human industry
may be able to increase the supply much beyond what it was before
this increase of the demand. The quantity of such commodities,
therefore, remaining the same, or nearly the same, while the competi-
tion to purchase them is eontinnally increasing, their priee may rise to
any degree of extravaganee, and seems not to be limited by any certain
boundary. If woodcocks should become so fashionable as to sell for
twenty guineas a-piece, no effort of human industry could increase the
number of those brought to market, much beyond what it is at present.
The high price paid by the Romans, in the time of their greatest
grandeur, for rare birds and fishes, may in this manner easily be ac-
counted for. These prices were not the effects of the low value of
silver in those times, but of the high value of such rarities and curi-
osities as human industry could not multiply at pleasure. The real
value of silver was higher at Rome, for some time before and after the
fall of the republic, than it is through the greater part of Europe at
present. Three sestertii, equal to about sixpenee sterling, was the

price which the republie paid for the modius or peek of the tithe
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wheat of Sicily. This price, however, was probably below the average
market price, the obligation to deliver their wheat at this rate being
considered as a tax upon the Sicilian farmers. When the Romans,
therefore, had occasion to order more corn than the tithe of wheat

amounted to, they were bound by capitulation to pay for the surplus
at the rate of four sestertii, or eight-pence sterling, the peck; 1 and
this had probably been reckoned the moderate and reasonable, that
is, the ordinary or average contract price of those times ; it is equal
to about one-and-twenty shillings the quarter. Eight-and-twenty
shillings the quarter was, before the late years of scarcity, the ordinary
contract price of English wheat, which in quality is inferior to the
Sicilian, and generally sells for a lower price in the European market.
The value of silver, therefore, in those ancient times, must have been

to its value in the present, as three to four inversely ; that is, three
ounces of silver would then have purchased the same quantity of
labour and commodities which four ounces will do at present. When
we read in Pliny, therefore, that Seius 2 bought a white nightingale,
as a present for the empress Agrippina, at the price of six thousand
sestertii, equal to about fifty pounds of our present money ; and that
Asinius Celer 3 purchased a surmullet at the price of eight thousand
sestertii, equal to about sixty-six pounds thirteen shillings and four-
pence of our present money ; the extravagance of those prices, how
much soever it may surprise us, is apt, notwithstanding, to appear to
us about one-third less than it really was. Their real price, the
quantity of labour and subsistence which was given away for them,
was about one-third more than their nominal price is apt to express to
us in the present times. Seius gave for the nightingale the command
of a quantity of labour and subsistence equal to what 66L lSs. _d.
would purchase in the present times ; and Asinius Celer gave for the

surmullet the command of a quantity equal to what 88 l. 17s. 9d. ½,
would purchase. What occasioned the extravagance of those high
prices was, not so much the abundance of silver, as the abundance of
labour and subsistence, of which those Romans had the disposal, be-
yond what was necessary for their own use. The quantity of silver,
of which they had the disposal, was a good deal less than what the
command of the same quantity of labour and subsistence would have
procured to them in the present times.

1[As mentioned above, p. 15 x. Cicero, In Verr., Act. II., lib. iii.,e. 70, is the authority.]
2 Lib. x. _ 29. [' Scio sestertiis sex candidam alioquin, quod est prope inusitatum, venisse,

quae Agrippinae Claudii principts conjugi dono daretm'.' ' Seius' seems to be the result of
mmreadmg ' Scio'.]

_blb. ix. c. x7. [This and the previous note appearf_rst in ed. ,,.]
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Second Sort

The second sort of rude produce of which the price rises in the 12)The sortwhich can
progress of improvement, is that which human industry can multiply bemulti-

plied at will,
in proportion to the demand. It consists in those useful plants and e.g. cattle,

animals, which, in uncultivated eountries, nature produces with such poultry,
profuse abundance, that they are of little or no value, and which, as
cultivation advances, are therefore forced to give place to some more
profitable produce. During a long period in the progress of improve-
ment, the quantity of these is continually diminishing, while at the
same time the demand for them is continually increasing. Their real
value, therefore, the real quantity of labour which they will purchase
or command, gradually rises, till at last it gets so high as to render
them as profitable a produce as any thing else which human industry
can raise upon the most fertile and best cultivated land. When it has
got so high it cannot well go higher. If it did, more land and more
industry would soon be employed to increase their quantity.

When the price of cattle, for example, rises so high that it is as When_t
becomel

profitable to cultivate land in order to raise food for them, as in order profitableto
cultivate

to raise food for man, it cannot well go higher. If it did, more corn h,d to yield
land would soon be turned into pasture. The extension of tillage, by foodforcattle, the

diminishing the quantity of wild pasture, diminishes the quantity of priceofcattle cannot

butcher's-meat which the country naturally produces without labour gohigher.
or cultivation, and by increasing the number of those who have either

corn, or, what comes to the same thing, the price of corn, to give in
exchange for it, increases the demand. The price of butcher's-meat,
therefore, and consequently of cattle, must gradually rise till it gets so
high, that it becomes as profitable to employ the most fertile and best

cultivated lands in raising food for them as in raising corn. But it
must always be late in the progress of improvement before tillage can
be so far extended as to raise the price of cattle to this height ; and till
it has got to this height, if the country is advaneing at all, their price
must be continually rising. There are, perhaps, some parts of Europe

in which the price of cattle has not yet got to this height. It had not
got to this height in any part of Scotland before the union. 1 Had the
Scotch cattle been always confined to the market of Seotland, in a
country in which the quantity of land, which can be applied to no
other purpose but the feeding of cattle, is so great in proportion to what

can be applied to other purposes, it is scaree possible, perhaps, that
their price could ever have risen so high as to render it profitable to cul-

l[Above, pp. x$o, I63. ]
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tivate land for the sake of feeding them. In England, the price of cattle,
it has already been observed, 1 seems, in the neighbourhood of London,
to have got to this height about the beginning of the last century ; but
it was much later probably before it got to it through the greater part
of the remoter counties ; in some of which, perhaps, it may scarce yet

have got to it. Of all the different substances, however, which com-
pose this second sort of rude produce, cattle is, perhaps, that of which
the price, in the progress of improvement, first rises to this height.

It mustgo Till the price of cattle, indeed, has got to this height, it seems scarce
to this

heightin possible that the greater part, even of those lands which are capable of
order to

securecorn- the highest cultivation, can be completely cultivated. In all farms too
plete¢ulti- distant from any town to carry manure from it, that is, in the farvation.

greater part of those of every extensive country, the quantity of well-
cultivated land must be in proportion to the quantity of manure which
the farm itself produces ; and this again must be in proportion to the
stock of cattle which are maintained upon it. The land is manured

either by pasturing the cattle upon it, or by feeding them in the stable,
and from thence carrying out their dung to it. But unless the price
of the cattle be sufficient to pay both the rent and profit of cultivated
land, the farmer cannot afford to pasture them upon it; and he can
still less afford to feed them in the stable. It is with the produce of

improved and cultivated land only, that cattle can be fed in the stable ;
because to collect the scanty and scattered produce of waste and un-

improved lands would require too much labour and be too expensive.
If the price of the cattle, therefore, is not sufficient to pay for the
produce of improved and cultivated land, when they are allowed to
pasture it, that price will be still less sufficient to pay for that produce
when it must be collected with a good deal of additional labour, and

brought into the stable to them. In these circumstances, therefore,
no more cattle can, with profit, be fed in the stable than what are

necessary for tillage. But these can never afford manure enough for
keeping constantly in good condition, all the lands whieh they are
capable of cultivating. What they afford being insufficient for the
whole farm, will naturally be reserved for the lands to which it can be

most advantageously or conveniently applied ; the most fertile, or those,
perhaps, in the neighbourhood of the farm-yard. These, therefore,
will be kept constantly in good condition and fit for tillage. The rest
will, the greater part of them, be allowed to lie waste, producing scarce

any thing but some miserable pasture, just sufficient to keep alive a
a few straggling, half-starved cattle ; the farm, though much under,

1 [Above, p. xSa, and cp. below, p. _24.]
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stocked in proportion to what would be necessary for its complete
cultivation, being very frequently overstocked in proportion to its
actual produce. A portion of this waste land, however, after having
been pastured in this wretched manner for six or seven years together,
may be ploughed up, when it will yield, perhaps, a poor crop or two
of bad oats, or of some other coarse grain, and then, being entirely
exhausted, it must be rested and pastured again as before, and another

portion ploughed up to be in the same manner exhausted and rested
again in its turn. Such accordingly was the general system of manage-
ment all over the low country of Scotland before the union. The lands
which were kept constantly well manured and in good condition, seldom
exceeded a third or a fourth part of the whole farm, and sometimes
did not amount to a fl_h or a sixth part of it. The rest were never
manured, but a certain portion of them was in its turn, notwithstanding,

regularly cultivated and exhausted. Under this system of management,
it is evident, even that part of the lands of Scotland which is capable
of good cultivation, could produce but little in comparison of what it
may be capable of producing. But how disadvantageous soever this
system may appear, yet before the union the low price of cattle seems
to have rendered it almost unavoidable. If, notwithstanding a great
rise in their price, it still continues to prevail through a considerable
part of the country, it is owing, in many places, no doubt, to ignorance
and attachment to old customs, but in most places to the unavoidable

obstructions which the natural course of things opposes to the immedi-
ate or speedy establishment of a better system : first, to the poverty of
the tenants, to their not having yet had time to acquire a stock of
cattle sufficient to cultivate their lands more completely, the same rise
of price which would render it advantageous for them to maintain a
greater stock, rendering it more difficult for them to acquire it; and,
secondly, to their not having yet had time to put their lands in con-
dition to maintain this greater stock properly, supposing they were
capable of acquiring it. The increase of stock and the improvement
of land are two events which must go hand in hand, and of which the.
one can no-where much out-run the other. Without some increase of"

stock, there can be scarce any improvement of land, but there can be
no considerable increase of stock but in consequence of a considerable

improvement of land ; because otherwise the land could not maintain
it. These natural obstructions to the establishment of a better system,

cannot be removed but by a long course of frugality and industry ; and
half a century or a century more, perhaps, must pass away before the
old system, which is wearing out gradually, can be completely abolished
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through all the different parts of the country. Of all the commercial 1
advantages, however, which Scotland has derived from the union with
England, this rise in the price of cattle is, perhaps, the greatest. It
has not only raised the value of all highland estates, but it has, perhaps,
been the principal cause of the improvement of the low country.

Conse- In all new colonies the great quantity of waste land, which can for
quently new
colo,ie_.re many years be applied to no other purpose but the feeding of cattle,
poorlyculti- soon renders them extremely abundant, and in every thing great cheap-rated.

ness is the necessary consequence of great abundance. Though all the
cattle of the European colonies in America were originally carried from
Europe, they soon multiplied so much there, and became of so little
value, that even horses were allowed to run wild in the woods without

any owner thinking it worth while to claim them. It must be a long
time after the first establishment of such colonies, before it can become

profitable to feed cattle upon the produce of cultivated land. The same
causes, therefore, the want of manure, and the disproportion between
the stock employed in cultivation, and the land which it is destined to
cultivate, are likely to introduce there a system of husbandry not unlike
that which still continues to take place in so many parts of Scotland.
Mr. Kalm, the Swedish traveller, when he gives an account of the
husbandry of some of the English colonies in North America, as he
found it in 1749, observes, accordingly, that he can with difficulty dis-
cover there the character of the English nation, so well skilled in all
the different branches of agriculture. They make scarce any manure
for their corn fields, he says ; but when one piece of ground has been
exhausted by continual cropping, they clear and cultivate another piece
of fresh land ; and when that is exhausted, proceed to a third. Their
cattle arc allowed to wander through the woods and other uncultivated

grounds, where they are half-starved ; having long ago extirpated almost
all the annual grasses by cropping them too early in the spring, before
they had time to form their flowers, or to shed their seeds. 2 The
annual grasses were, it seems, the best natural grasses in that part of

North America ; and when the F,uropeans first settled there, they used
to grow very thick, and to rise three or four feet high. A piece of
ground which, when he wrote, eould not maintain one cow, would in

1 [F_,ds. t- 3 read ' of all commercial'.]
aKalm's Travels, voL i. p. 343, 344- [Travels into North America, containing _ts

natural history and a czrcumstantial account of its Plantations and Agriculture in general,
with the c*vil, eccleszastzcal and commercial state of the country, the manners of the in-
habitants and several cumous and tmportant remarks on vamous subjects, by Peter Kalm,
Professor of (Economy in the University of Aobo, in Swedish Finland, and member of the S.
Royal Academy of Sciences. Translated by John Reinhold Forster, F.A.S., 3 vols., x77o.
The note appears first in eel a,]
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former times, he was assured, have maintained four, each of which

would have given four times the quantity of milk which that one was
capable of giving. The poorness of the pasture had, in his opinion,
occasioned the degradation of their cattle, which degenerated sensibly

from one generation to another. They were probably not unlike that
stunted breed which was common all over Scotland thirty or forty years

ago, and which is now so much mended through the greater part of the
low country, not so much by a change of the breed, though that ex-
pedient has been employed m some places, as by a more plentiful
method of feeding them.

Though it is late, therefore, in the progress of improvement before cattle arethe first of

cattle can bring such a price as to render it profitable to cultivate land thissecondsort of rude
for the sake of feeding them ; yet of all the different parts which corn- produceto
pose this seeotid sort of rude produce, they are perhaps the first which pricebringneces-mthe

bring this price ; because till they bring it, it seems impossible that cureSarytOcultl.se-
improvement can be brought near even to that degree of perfection to ration,

which it has arrived in many parts of Europe.
As cattle are among the first, so perhaps venison is among the last andvenison

parts of this sort of rude produce which bring this price. The price of isthe ia_t;
venison in Great Britain, how extravagant soever it may appear, is not
near suitleient to compensate the expenee of a deer park, as is well
known to all those who have had any experience in the feeding of
deer. If it was otherwise, the feeding of deer would soon become an

article of common farming ; in the same manner as the feeding of those
small birds called Turdi was among the ancient Romans. Varro and
Columella assure us that it was a most profitable article. 1 The fatten-

ing of ortolans, birds of passage which arrive lean in the country, is said
to be so in some parts of France. If venison continues in fashion, and
the wealth and luxury of Great Britain increase as they have done for
some time past, its price may very probably rise still higher than it is

at present.
Between that period in the progress of improvement which brings otherthingsare inter-

to its height the price of so necessary an article as cattle, and that which mediate.
brings to it the price of such a superfluity as venison, there is a very long
interval, in the course of which many other sorts of rude produce gradu-
ally arrive at their highest price, some sooner and some later, according
to different eireumstances.

Thus in every farm the offals of the barn and stables will maintain a suchas
certain number of poultry. These, as they are fed with what would poultry,

1 [Varro, De re rustica, iii., 2, and ColumeUa, Z)e re rustica, viii., xo, adfln., where Varro
isquoted.]
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otherwise be lost, are a mere save-all; and as they cost the farmer
scarce any thing, so he can afford to sell them for very little. Almost

all that he gets is pure gain, and their price can scarce be so low as to
discourage him from feeding this number. But in countries ill culti-
vated, and, therefore, but thinly inhabited, the poultry, which are thus
raised without expence, are often fully sufficient to supply the whole
demand. In this state of things, therefore, they are often as cheap as
butcher's-meat, or any other sort of animal food. But the whole quan-
tity of poultry, which the farm in this manner produces without expenee,
must always be much smaller than the whole quantity of butcher's-meat
which is reared upon it ; and in times of wealth and luxury what is rare,
with only nearly equal merit, is always preferred to what is common.
As wealth and luxury increase, therefore, in consequence of improve-
ment and cultivation, the price of poultry gradually rises above that of
butcher's-meat, till at last it gets so high that it becomes profitable to
cultivate land for the sake of feeding them. When it has got to this
height, it cannot well go higher. If it did, more land would soon be
turned to this purpose. In several provinces of France, the feeding of
poultry is considered as a very important article in rural eeeonomy_ and
sufficiently profitable to encourage the farmer to raise a considerable
quantity of Indian corn and buck-wheat for this purpose. A middling
farmer will there sometimes have four hundred fowls in his yard. The
feeding of poultry seems scarce yet to be generally considered as a
matter of so much importance in England. They are certainly, how-
ever, dearer in England than in France, as England receives consider-
able lupplies from France. In the progress of improvement, the period
at which every particular sort of animal food is dearest, must naturally
be that which immediately precedes the general practice of cultivating
land for the sake of raising it. For some time before this practice be-
comes general, the scarcity must necessarily raise the price. After it
has become general, new methods of feeding are commonly fallen upon,
which enable the farmer to raise upon the same quantity of ground a
much greater quantity of that particular sort of animal food. The
plenty not only obliges him to sell cheaper, but in consequence of
these improvements he can afford to sell cheaper ; for if he could not
afford it, the plenty would not be of long continuance. It has been

probably in this manner that the introduction of clover, turnips, carrots,
cabbages, &c. has contributed to sink the common price of butcher's-
meat in the London market somewhat below what it was about the

beginning of the last century.
hogs, The hog, that finds his food among ordure, and greedily devours -
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many things rejected by every other useful animal, is, like poultry,

originally kept as a save-all. As long as the number of such animals,
which can thus be reared at little or no expence, is fully sufficient to
supply the demand, this sort of butcher's-meat comes to market at a
much lower price than any other. But when the demand rises beyond

what this quantity can supply, when it becomes necessary to raise food
on purpose for feeding and fattening hogs, in the same manner as for
feeding and fattening other cattle, the price necessarily rises, and becomes
proportionably either higher or lower than that of other butcher's-meat,
according as the nature of the country, and the state of its agriculture,
happen to render the feeding of hogs more or less expensive than that
of other cattle. In France, according to Mr. Buffon, the price of pork
is nearly equal to that of beef. 1 In most parts of Great Britain it is at
present somewhat higher.

The great rise in the price both of hogs and poultry has in Great
Britain been frequently imputed to the diminution of the number of
cottagers and other small occupiers of land; an event which has in
every part of Europe been the immediate forerunner of improvement
and better cultivation, but which at the same time may have contributed
to raise the price of those articles, both somewhat sooner and somewhat

faster than it would otherwise have risen. As the poorest family can
often maintain a cat or a dog, without any expence, so the poorest
occupiers of land can commonly maintain a few poultry, or a sow and a

few pigs, at very little. The little offals of their own table, their whey,
skimmed milk and butter-milk, supply those animals with a part of
their food, and they find the rest in the neighbouring fields without

doing any sensible damage to any body. By diminishing the number
of those small occupiers, therefore, the quantity of this sort of provisions
which is thus produced at little or no expence, must certainly have
been a good deal diminished, and their price must consequently have
been raised both sooner and faster than it would otherwise have risen.

Sooner or later, however, in the progress of improvement, it must at

any rate have risen to the utmost height to which it is capable of rising ;
or to the price which pays the labour and expenee of cultivating the
land which furnishes them with food as well as these are paid upon the
greater part of other cultivated land.

The business of the dairy, like the feeding of hogs and poultry, is mitk.butter
originally carried on as a save-alL The cattle necessarily kept upon andcheese.
the farm, produce more milk than either the rearing of their own young,

l[Histoire .Vaturelle, vol. v. (1755) , p. x_''.]
VOL. I._15
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or the consumption of the farmer's family requires; and they produce
most at one particular season_ But of all the productions of land, milk

is perhaps the most perishable. In the warm season, when it is most
abundant, it will scarce keep four-and-twenty hours. The farmer, by

making it into fresh butter, stores a small part of it for a week: by
making it into salt butter, for a year : and by making it into cheese, he
stores a much greater part of it for several years. Part of all these is
reserved for the use of his own family. The rest goes to market, in
order to find the best price which is to be had, and which can scarce be
so low as to discourage him from sending thither whatever is over and
above the use of his own family. If it is very low, indeed, he will be

likely to manage his dairy in a very slovenly and dirty manner, and will
scarce perhaps think it worth while to have a particular room or build-
ing on purpose for it, but will suffer the business to be carried on
amidst the ,smoke, filth, and nastiness of his own kitchen; as was the
ease of almost all the farmers dairies in Scotland thirty or forty years

ago, and as is the case of many of them still. The same causes which
gradually raise the price of butcher's-meat, the increase of the demand,
and, in consequence of the improvement of the country, the diminution
of the quantity which can be fed at little or no expence, raise, in the
same manner, that of the produce of the dairy, of which the price
naturally connects with that of butcher's-meat, or with the expence of
feeding cattle. The increase of price pays for more labour, care, and
cleanliness. The dairy becomes more worthy of the farmer's attention,
and the quality of its produce gradually improves. The price at last
gets so high that it becomes worth while to employ some of the most
fertile and best cultivated lands in feeding cattle merely for the pur-

pose of the dairy ; and when it has got to this height, it cannot well
go higher. If it did, more land would soon be turned to this purpose.
It seems to have got to this height through the greater part of England,

where much good land is commonly employed in this manner. If you
except the neighbourhood of a few considerable towns, it seems not
yet to have got to this height anywhere in Scotland, where common
farmers seldom employ much good land in raising food for cattle
merely for the purpose of the dairy. The price of the produce, though
it has risen very considerably within these few years, is probably still
too low to admit of it. The inferiority of the quality, indeed, compared
with that of the produce of English dairies, is fully equal to that of
the price. But this inferiority of quality is, perhaps, rather the effect
of this lowness of price than the cause of it. Though the quality was
much better, the greater part of what is brought to market could not,



CH. XI., PT. III] PRICE OF CATTLE, ETC. _7

I apprehend, in the present circumstances of the country, be disposed
of at a much better price ; and the present price, it is probable, would
not pay the expence of the land and labour necessary for producing a
much better quality. Through the greater part of England, notwith-
standing the superiority of price, the dairy is not reckoned a more

profitable employment of land than the raising of corn, or the fattening
of cattle, the two great objects of agriculture. Through the greater
part of Scotland, therefore, it cannot yet be even so profitable.

The lands of no country, it is evident, can ever be completely culti- Theriseof
price, being

rated and improved, till once the price of every produce, which human necessary
for good

industry is obliged to raise upon them, has got so high as to pay for cultivation,
the expenee of complete improvement and cultivation. In order to do shouldberegarded

with saris-
this, the price of each particular produce must be sufficient, first, to pay faction.
the rent of good corn land, as it is that which regulates the rent of the
greater part of other cultivated land ; and secondly, to pay the labour
and expence of the farmer as well as they are commonly paid upon
good corn-land ; or, in other words, to replace with the ordinary profits

the stock which he employs about it. This rise in the price of each
particular produce, must evidently be previous to the improvement
and cultivation of the land which is destined for raising it. Gain is
the end of all improvement, and nothing could deserve that name of

which loss was to be the necessary consequence. But loss must be the
necessary consequence of improving land for the sake of a produce of
which the price could never bring back the expence. If the complete
improvement and cultivation of the country be, as it most certainly is,
the greatestofallpublicadvantages,thisrisein the priceof allthose

differentsortsofrude produce,instead,of beingconsideredas a public

calamity,ought tobe regardedasthe necessaryforerunnerand attend-

ant ofthe greatestofallpublicadvantages.

This risetoo in the nominal or money-priceof allthosedifferent Itisd.enot
to a fall of

sorts of rude produce has been the et_.ct_not of any degradation in the silverhutto
a rlse in the

value of silver, but of a rme in their real price. They have become realpriceof
worth, not only a greater quantity of silver, but a greater quantity of the produce.
labour and subsistence than before. As it costs a greater quantity of
labour and subsistence to bring them to market, so when they are
brought thither, they represent or are equivalent to a greater quantity.
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Third Sort

(3)Thesort The third and last sort of rude produce, of which the price naturally
in regard to
whichthe rises in the progress of improvement, is that in which the efficacy of
eiticacy of
industryis human industry, in augmenting the quantity, is either limited or
limitedor uncertain. Though the real price of this sort of rude produce, there-uncertaln,

fore, naturally tends to rise in the 'progress of improvement, yet,
according as different accidents happen to render the efforts of human
industry more or less successful in augmenting the quantity, it may
happen sometimes even to fall, sometimes to continue the same in very
different periods of improvement, and sometimes to rise more or less in
the same period.

e.g.wool There are some sorts of rude produce which nature has rendered a
and hides,
whichare kind of appendages to other sorts; so that the quantity of the one
appendages
to other which any country can afford, is necessarily limited by that of the other.
sortsof The quantity of wool or of raw hides, for example, which any countryproduce,

can afford, is necessarily limited by the number of great and small
cattle that are kept in it. The state of its improvement, and the
nature of its agriculture, again necessarily determine this number.

Wooland Tile same causes, which, in the progress of improvement, graduallyhides in
earlytimes raise the price of butcher's-meat, should have the same effect, it may be
havea thought, upon the prices of wool and raw hides, and raise them toolarger mar-

ket opento nearly in the same proportion. It probably would be so, if in the rudethem than

butcher's- beginnings of improvement the market for the latter commodities wasmeat.
confined within as narrow bounds as that for the former. But the

extent of their respective markets is commonly extremely different.
The market for butcher's-meat is almost every-where confined to the

country which produces it. Ireland, and some part of British America
indeed, carry on a considerable trade in salt provisions; but they are,
I believe, the only countries in the commercial world which do so, or
which export to other countries any considerable part of their butcher's-
meat.

The market for wool and raw hides, on the contrary, is in the rude
beginnings of improvement very seldom confined to the country which
produces them. They can easily be transported to distant countries,
wool without any preparation, and raw hides with very little : and as
they are the materials of many manufactures, the industry of other
countries may occasion a demand for them, though that of the country
which produces them might not occasion any.

Inthinly In countries ill cultivated, and therefore but thinly inhabited, theinhabited

countries price of the wool and the hide bears always a much greater proportion
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to that of the whole beast, than in countries where, improvement and thewoolandhide are
population being further advanced, there is more demand for butcher's- moreyah-

able in pro-
meat. Mr. Hume observes, that in the Saxon times, the fleece was portionto
estimated at two-fifths of the value of the whole sheep, and that this thecarcase.

was much above the proportion of its present estimation. 1 In some
provinces of Spain, I have been assured, the sheep is frequently killed
merely for the sake of the fleece and the tallow. The carcase is often
left to rot upon the ground, or to be devoured by beasts and birds of
prey. If this sometimes happens even in Spain, it happens almost
constantly in Chili, at Buenos Ayres, _ and in many other parts of
Spanish America, where the horned cattle are almost constantly killed
merely for the sake of the hide and the tallow. This too used to
happen almost constantly in Hispaniola, while it was infested by the
Buccaneers, and before the settlement, improvement, and populousness
of the French plantations (which now extend round tile coast of almost
the whole western half of the island) had given some value to the

cattle of the Spaniards, who still continue to possess, not only the
eastern part of the coast, but the whole inland and mountainous part

of the country.
Though in the progress of improvement and population, the price In thepr_

gressof im-
of the whole beastnecessarilyrises,yet the priceof the carcaseis provement

the wool
likely to be much more affected by this rise than that of the wool and andhide

the hide. The market for the carcase, being in the rude state of _houldrise.though not
so much as

society confined always to the country which produces it, must neces- the carcase

sarily be extended in proportion to the improvement and population
of that country. But the market for the wool and the hides even of a
barbarous country often extending to the whole commercial world, it
can very seldom he enlarged in the same proportion. The state of the
whole commercial world can seldom be much affected by the improve-
ment of any particular country ; and the market for such commodities
may remain the same, or very nearly the same, after such improve-
ments, as before. It should, however, in the natural course of things
rather upon the whole be somewhat extended in consequence of them.
If the manufactures, especially, of which those commodities are the
materials, should ever come to flourish in the country, the market,
though it might not be much enlarged, would at least be brought
much nearer to the place of growth than before; and the price of
those materials might at least be increased by what had usually been
the expence of transporting them to distant countries. Though it

1[History, e& of x773, vol. i., p. 2"_6.]
S[Juanand Ulloa, Voyagehistorique, ade ptie, liv. L, chap. v., vol. l., p. 5Sa.]
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might not rise therefore in the same proportion as that of butcher's-
meat, it ought naturally to rise somewhat, and it ought certainly not
to fall.

Butin Eng- In F,ngland, however, notwithstanding the flourishing state of its
land wool
hu _anen woollen manufacture, the price of English wool has fallen very con-
since1339. siderably since the time of Edward III. There are many authentic

records which demonstrate that during the reign of that prince (to-
wards the middle of the fourteenth century, or about 1339) what was
reckoned the moderate and reasonable price of the rod or twenty-eight

pounds of English wool was not less than ten shillings of the money of
those times, 1 containing, at the rate of twenty-pence the ounce, six
ounces of silver Tower-weight, equal to about thirty shillings of our

present money. In the present times, one-and-twenty shillings the
tod may be reckoned a good price for very good English wool. The
money-price of wool, therefore, in the time of Edward III, was to its
money-price in the present times as ten to seven. The superiority of
its real price was still greater. At the rate of six shillings and eight-
pence the quarter, ten shillings was in those ancient times the price
of twelve bushels of wheat. At the rate of twenty-eight shillings the

quarter, one-and-twenty shillings is in the present times the price of
six bushels only. The proportion between the real prices of ancient
and modem times, therefore, is as twelve to six, or as two to one. In
these ancient times a tod of wool would have purchased twice the

quantity of subsistence which it will purchase at present; and con-
sequently twice the quantity of labour, if the real reeompence of
labour had been the same in both periods.

Thishas This degradation both in the real and nominal value of wool, couldbeen caused
byartificial never have happened in consequence of the natural course of things.
regulations. It has accordingly been the effect of violence and artifice : First, of the

absolute prohibition of exporting wool from England; 2 Secondly, of
the permission of importing it from Spain a duty free ; Thirdly, of the
prohibition of exporting it from Ireland to any other country but
England. In consequence of these regulations, the market for Eng-
lish wool, instead of being somewhat extended in consequence of the
improvement of England, has been confined to the home market,
where the wool of several other countries 4 is allowed to come into

1 See Smith's Memoirs of Wool, vol. i. c. 5, 6, and 7; also, vol. ii. c. x76. [F_ x does
not give the volumes and chapters. The work was Chronicon Rusticum-Comrtwrciale, or
Memo,rs of Wool, etc., by John Smith, and published i747 ; see below, vol. ii., p. I5o. ]

s[See below, vol. ii., p. I45, and Smith's Memoirs of Wool, vol. i., pp. I59, z7o, iSu.]
SlEds. I and2 read ' importingit from allother countries'.]
*[Eds. z anda read 'wool of allothercoumries'.]
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competition with it, and where that of Ireland is forced into com-
petition with it. As the woollenmanufacturestoo ofIrelandarefully

asmuch discouragedas isconsistentwith justiceand fairdealing,the

Irishcan work up but a small partof theirown wool at home, and

are,therefore,obligedto send a greaterproportionof itto Great

Britain,the onlymarket they areallowed.

I have not been abletofindany such authenticrecordsconcerning Thereal
price of

the price of raw hides in ancient times. Wool was commonly paid as hidesat
a subsidy to the king, and its valuation in that subsidy ascertains, at presenti_somewhat

least in some degree, what was its ordinary price. But this seems not lowerthanin the

to have been the case with raw hides. Fleetwood, however, from an fifteenth

account in 1425, between the prior of Burcester Oxford and one of his century.
canons, gives us their price, at least as it was stated, upon that parti-
cular occasion ; viz. five ox hides at twelve shillings ; five cow hides at
seven shillings and three pence ; thirty-six sheep skins of two years old
at nine shillings ; sixteen calves skins at two shillings. 1 In 1425, twelve
shillings contained about the same quantity of silver as four-and-twenty
shillings of our present money. An ox hide, therefore, was in this
account valued at the same quantity of silver as 4 s. -_ths of our present
money. Its nominal price was a good deal lower than at present.
But at the rate of six shillings and eight-pence the quarter, twelve
shillings would in those times have purchased fourteen bushels and
four-fifths of a bushel of wheat, which, at three and six-pence the
bushel, would in the present times cost 51 ,. 4 d. An ox hide, therefore,
would in those times have purchased as much corn as ten shillings and
three-pence would purchase at present. Its real value was equal to
ten shillings and three-pence of our present money. In those ancient
times, when the cattle were half starved during the greater Part of the
winter, we cannot suppose that they were of a very large size. An
ox hide which weighs four stone of sixteen pounds avcrdupois, is not
in the present times reckoned a bad one ; and in those ancient times
would probably have been reckoned a very good one. But at half a
crown the stone, which at this moment (February 1773) I understand
to be the common price, such a hide would at present cost only ten
shillings. Though its nominal price, therefore, is higher in the present

than it was in those ancient times, its real price, the real quantity of
subsistence which it will purchase or command, is rather somewhat
lower. The price of cow hides, as stated in the above account, is
nearly in the common proportion to that of ox hides. That of sheep

x [Chronicon preciosum, ed. of XTO7,p. xoo, quoting from Kennet's Par. Ant. Burcester
is the modern Bicester. ]
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sklng is a good deal above it. They had probably been sold with the
woo]. That of calves skins, on the contrary, is greatly below it. In
countries where the price of cattle is very low, the calves, which are
not intended to be reared in order to keep up the stock, are generally

killed very young ; as was the case in Scotland twenty or thirty years
ago. It saves the milk, which their price would not pay for. Their
skins, therefore, are commonly good for little.

buttheir The price of raw hides is a good deal lower at present than it was a
average
priceduring few years ago ; owing probably to the taking off the duty upon seal
thepresent skins, and to the allowing, for a limited time, the importation of rawcentury is

probably hides from Ireland and from the plantations duty free, which washigher.
done in 1769.1 Take the whole of the present century at an average,

their real price has probably been somewhat higher than it was in
those ancient times. The nature of the commodity renders it not
quite so proper for being transported to distant markets as wool It

Theyare suffers more by keeping. A salted hide is reckoned inferior to a fresh
not so easily
transported one, and sells for a lower price. This circumstance must necessarily
as wool. have some tendency to sink the price of raw hides produced in a

country which does not manufacture them, but is obliged to export
them ; and comparatively to raise that of those produced in a country
which does manufacture them. It must have some tendency to sink
their price in a barbarous, and to raise it in an improved and manu-
facturing country. It must have had some tendency therefore to sink

andtanners it in ancient, and to raise it in modem times. Our tanners besides
have not
beenso have not been quite so successful as our clothiers, in convincing the
much
favouredby wisdom of the nation, that the safety of the commonwealth depends
legislation upon the prosperity of their particular manufacture. They haveas clothiers

accordingly been much less favoured. The exportation of raw hides
has, indeed, been prohibited, and declared a nuisance : 2 but their im-

portation from foreign countries has been subjected to a duty ; 3 and
though this duty has been taken off from those of Ireland and the
plantations (for the limited time of five years only), yet Ireland has
not been confined to the market of Great Britain for the sale of its

surplus hides, or of those which are not manufactured at home. The
hides of common cattle have but within these few years been put
among the enumerated commodities which the plantations can send

1[9 Geo. III., c. 39, for five years ; continued by x4 Geo. III., c. 86, and 2x Geo. III.,
c. _.]

s [By 5 Eliz., c. 22 ; 8 Eliz., e. x4 ; i8 Eliz., c. 9 ; I3 and 14 Car. II., e. 7, which last
uses the words 'common and pubhc mma_ee '. See Blackstone, Commentaries,vol. iv.,
pp. x67-I69.]

*[9 Ann., c. xx.]
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no-where but to the mother country; neither has the commerce of
Ireland been in this case oppressed hitherto, in order to support the
manufactures of Great Britain.

Whatever regulations tend to sink the price either of wool or of _eguhtio,_whmh sink
raw hides below what it naturally would be, must, in an improved and thepineof

cultivated country, have some tendency to raise the price of butcher's- woolorhides in an

meat. The price both of the great and small cattle, which are fed on countrytmpr°ve'd
improved and cultivated land, must be sufficient to pay the rent which raise theprice of

the landlord, and the profit which the farmer has reason to expect from m_at.
improved and cultivated land. If it is not, they will soon cease to feed
them. Whatever part of this price, therefore, is not paid by the wool
and the hide, must be paid by the carcase. The less there is paid for
the one, the more must be paid for the other. In what manner this

price is to be divided upon the different parts of the beast, is indiffer-
ent to the landlords and farmers, provided it is all paid to them. In
an improved and cultivated country, therefore, their interest as land-
lords and farmers cannot be much affected by such regulations, though

their interest as consumers may, by the rise in the price of provisions. 1
It would be quite otherwise, however, in an unimproved and unculti- butnot inan unim-

vated country, where the greater part of the lands could be applied to provedcoun-
no other purpose but the feeding of cattle, and where the wool and try.
the hide made the principal part of the value of those cattle. Their
interest as landlords and farmers would in this case be very deeply

affected by such regulations, and their interest as consumers very little.
The fall in the price of the wool and the hide, would not in this case

raise the price of the carcase ; because the greater part of the lands of
the country being applicable to no other purpose but the feeding of
cattle, the same number would still continue to be fed. The same

quantity of butcher's-meat would still come to market. The demand
for it would be no greater than before. Its price, therefore, would be
the same as before. The whole price of cattle would fall, and along
with it both the rent and the profit of all those lands of which cattle
was the principal produce, that is, of the greater part of the lands of

the country. The perpetual prohibition of the exportation of wool,
which is commonly, but very falsely, ascribed to Edward III, 2 would,
in the then circumstances of the country, have been the most destruc-

tive regulation which could well have been thought of. It would not

1[This I_'_., from the beginning of the paragraph, is quoted at length below, vol. il.,
p. zSz.]

_[John Smith, Memoirs of l.Vool, vol. i., p. 2 5, explains that the words ' It shall be felony
to carry away any wool out of the realm until it be otherwise ordained' do not imply a per-
petual prohibition.]
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only have reduced the actual value of the greater part of the lands of
the kingdom, but by reducing the price of the most important species

of small cattle, it would have retarded very much its subsequent
improvement.

TheUn_. The wool of Scotland fell very considerably in its price in conse-
unk the

_riceof quence of the union with England, by which it was excluded from the
:Scotch wool, great market of Europe, and confined to the narrow one of Greatwhile it

rainedthe Britain. The value of the greater part of the lands in the southern
price of

Scotchmeat. counties of Scotland, which are chiefly a sheep country, would have
been very deeply affected by this event, had not the rise in the price
of butcher's-meat fully compensated the fall in the price of wool.

The efficacy AS the efficacy of human industry, in increasing the quantity either
of industry of wool or of raw hides, is limited, so far as it depends upon the pro-in Increasing

wooland duce of the country where it is exerted ; so it is uncertain so far as ithides is both

limitedand depends upon the produce of other countries. It so far depends, notuneertam.

so much upon the quantity which they produce, as upon that which
they do not manufacture ; and upon the restraints which they may or
may not think proper to impose upon the exportation of this sort of
rude produce. These circumstances, as they are altogether inde-
pendent of domestic industry, so they necessarily render the efficacy of
its efforts more or less uncertain. In multiplying this sort of rude
produce, therefore, the efficacy of human industry is not only limited,
but uncertain.

Thesame In multiplying another very important sort of rude produce, the
thing is true
of _h. quantity of fish that is brought to market, it is likewise beth limited
which natur-

allymac m and uncertain. It is limited by the local situation of the country, by
theprogress the proximity or distance of its different provinces from the sea, by theof improve-

ment number of its lakes and rivers, and by what may be called the fertility
or barrenness of those seas, lakes and rivers, as to this sort of rude

produce. As population increases, as the annual produce of the land
and labour of the country grows greater and greater, there come to be
more buyers of fish, and those buyers too have a greater quantity and
variety of other goods, or, what is the same thing, the price of a greater
quantity and variety of other goods, to buy with. But it will generally
be impossible to supply the great and extended market without

employing a quantity of labour greater than in proportion to what
had been requisite for supplying the narrow and confined one. A
market which, from requiring only one thousand, comes to require
annually ten thousand ton of fish, can seldom be supplied without
employing more than ten times the quantity of labour which had before
been sufficient to supply it. The fish must generally be sought for at
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a greater distance, larger vessels must be employed, and more expensive
machinery of every kind made use of. The real price of this com-

modity, therefore, naturally rises in the progress of improvement. It
has accordingly done so, I believe, more or less in every country.

Though the success of a particular day's fishing may be a very un- Thecon-nexion of

certain matter, yet, the local situation of the country being supposed, the successin
fishing with

general efflcacy.of industry in bringing a certain quantity offish to market, thes_te of
improve-

taking the course of a year, or of several years together, it may perhaps mentis un-
be thought, is certain enough ; and it, no doubt, is so. As it depends certain.
more, however, upon the local situation of the country, than upon the
state of its wealth and industry ; as upon this account it may in different
countries be the same in very different periods of improvement, and
very different in the same period ; its connection with the state of im-
provement is uncertain, and it is of this sort of uncertainty that I am
here speaking.

In increasing the quantity of the different minerals and metals which Inincreas-ingminerals

are drawn from the bowels of the earth, that of the more precious ones the e_cy
of industry

particularly, the efficacy of human industry seems not to be limited, but is notlimtted but

to be altogether uncertain, uncertain.
The quantity of the precious metals which is to be found in any Theq_n-tlty of the

country is not limited by any thing in its local situation, such as the preciousmetals in

fertility or barrenness of its own mines. Those metals frequently • country
depends on

abound in countries which possess no mines. Their quantity in every _tspowerof
purchasing

particular country seems to depend upon two different cire_m_tanees ; andthe fer-tilityof the
first, upon its power of purchasing, upon the state of its industry, upon mines.
the annual produce of its land and labour, in consequence of which it
can afford to employ a greater or a smaller quantity of labour and

subsistence in bringing or purchasing such superfluities as gold and
silver, either from its own mines or from those of other countries ;

and, secondly, upon the fertility or barrenness of the mines which may
happen at any particular time to supply the commercial world with
those metals. The quantity of those metals in the countries most
remote from the mines, must be more or less affected by this fertility
or barrenness, on account of the easy and cheap transportation of those

metals, of their small bulk and great value. Their quantity in China
and Indostan must have been more or less affected by the abundance
of the mines of America.

So far as their quantity in any particular country depends upon the so faras it
depends on

former of those two circumstances (the power of purchasing), their real theformercircum-

price, like that of all other luxuries and superfluities, is likely to rise s_ncethe
with the wealth and improvement of the country, and to fall with its real priceis



_6 DIGRESSION ON SILVER [BK. I

Xikelytonse poverty and depression. Countries which have a great quantity ofwith im-

provement; labour and subsistence to spare, can afford to purchase any particular

quantity of those metals at the expencc of a greater quantity of labour
and subsistence, than countries which have less to spare.

sofar as it So far as their quantity in any particular country depends upon the
depends on
the latter latter of those two circumstances (the fertility or barrenness of the mines
circum-.

stancethe which happen to supply the commercial world) their real price, the
realprice real quantity of labour and subsistence which they will purchase orwilt vary

withthe exchange for, will, no doubt, sink more or less in proportion to thefertility of

the mines, fertility, and rise in proportion to the barrenness, of those mines.
whichhas The fertility or barrenness of the mines, however, which may happen
no con-

hereonwith at any particular time to supply the commercial world, is a circum-
the state of

industry, stance which, it is evident, may have no sort of connection with the
state of industry in a particular country. It seems even to have no
very necessary connection with that of the world in general. As arts
and commerce, indeed, gradually spread themselves over a greater and
a greater part of the earth, the search for new mines, being extended
over a wider surface, may have somewhat a better chance for being
successful, than when confined within narrower bounds. The discovery

of new mines, however, as the old ones come to be gradually exhausted,
is a matter of the greatest uncertainty, and such as no human skill or
industry can ensure. All indications, it is acknowledged, are doubtful,
and the actual discovery and successful working of a new mine can
alone ascertain the reality of its value, or even of its existence. In
this search there seem to be no certain limits either to the possible
success, or to the possible disappointment of human industry. In the
course of a century or two, it is possible that new mines may be dis-
covered more fertile than any that have ever yet been known ; and it
is just equally possible that the most fertile mine then known may be
more barren than any that was wrought before the discovery of the
mines of America. Whether the one or the other of those two events

may happen to take place, is of very little importance to the real
wealth and prosperity of the world, to the real value of the annual
produce of the land and labour of mankind. Its nominal value, the
quantity of gold and silver by which this annual produce could be
expressed or represented, would, no doubt, he very different ; but its
real value, the real quantity of labour which it could purchase or
covnm,md, would be precisely the same. A shilling might in the one
ease represent no more labour than a penny does at present; and a
penny in the other might represent as much as a shilling does now.
But in the one case he who had a shilling in his pocket, would be no
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richer titan he who has a penny at pre_nt ; and in the other he who
had a penny would be just as rich as he who has a shilling now. The
cheapness and abundance of gold and silver plate, would be the sole
advantage which the world could derive from the one event, and the
dearness and scarcity of those trifling superfluities the only incon-
veniency it could suffer from the other.

Conclusion of the Digression concerning the Fariations in the Value of
Silver

'-['HE greater part of the writers who have eollected the money prices Thehighvalue of the

J- of things in ancient times, seem to have considered the low money p,_ciou8met_t|81s 110

price of corn, and of goods in general, or, in other words, the high p_oofof
poverty and

value of gold and silver, as a proof, not only of the scarcity of those barbarism.
metals, but of the poverty and barbarism of the country at the time
when it took place. This notion is connected with the system of
political oeeonomy which represents national wealth as consisting in the
abundance, and national poverty in the scarcity, of gold and silver;
a system which I shall endeavour to explain and examine at great
length in the fourth book of this enquiry. I shall only observe at
present, that the high value of the precious metals can be no proof of
the poverty or barbarism of any particular country at the time when
it took place. It is a proof only of the barrenness of the mines which

happened at that time to supply the commercial world. A poor
country, as it cannot afford to buy more, so it can as little afford to pay
dearer for gold and silver than a rich one; and the value of those
metals, therefore, is not likely to be higher in the former than in the
latter. In China, a country much richer than any part of ]_urope, 1 the

value of the precious metals is much higher than in any part of Europe.
As the wealth of Europe, indeed, has increased greatly since the dis-
covery of the mines of America, so the value of gold and silver has
gradually diminished. This diminution of their value, however, has
not been owing to the increase of the real wealth of Europe, of the

annual produce of its land and labour, but to the accidental discovery
of more abundant mines than any that were known before. The
increase of the quantity of gold and silver in Europe, and the increase
of its manufactures and agriculture, are two events which, though they

have happened nearly about the same time, yet have arisen from very
different causes, and have scarce any natural connection with one

liThe samewordsoccurabove,p. x89.]
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another. The one has arisen from a mere accident, in which neither
prudence nor policy either bad or could have any share: The other
from the fall of the feudal system, and from the establishment of a
government which afforded to industry the only encouragement which
it requires, some tolerable security that it shall enjoy the fruits of its
own labour. Poland, where the feudal system still continues to take

place, is at this day as beggarly a country as it was before the discovery
of America. The money price of corn, however, has risen ; the real
value of the precious metals has fallen in Poland, in the same manner

as in other parts of Europe. Their quantity, therefore, must have
increased there as in other places, and nearly in the same proportion
to the annual produce of its land and labour. This increase of the

quantity of those metals, however, has not, it seems, increased that
annual produce, has neither improved the manufactures and agriculture
of the country, nor mended the circumstances of its inhabitants. Spain
and Portugal, the countries which possess the mines, are, after Poland,
perhaps, the two most beggarly countries in Europe. The value of the
precious metals, however, must be lower in Spain and Portugal than
in any other part of Europe ; as they come from those countries to all
other parts of Europe, loaded, not only with a freight and an insurance,
but with the expcnce of smuggling, their exportation being either
prohibited, or subjected to a duty. In proportion to the annual pro-
duce of the land and labour, therefore, their quantity must be greater
in those countries than in any other part of Europe : Those countries,
however, are poorer than the greater part of Europe. Though the
feudal system has been abolished in Spain and Portugal, it has not
been succeeded by a much better.

As the low value of gold and silver, therefore, is no proof of the
wealth and flourishing state of the country where it takes place ; so
neither is their high value, or the low money price either of goods in
general, or of corn in particular, any proof of its poverty and barbarism.

butthelow But though the low money price either of goods in general, or of
price of
cattle,poul- corn in particular, be no proof of the poverty or barbarism of the times,
try, _ame, the low money price of some particular sorts of goods, such as cattle,
proofof poultry, game of all kinds, &c. 1 in proportion to that of corn, is a mostpoverty or

barbarism, decisive one. It clearly demonstrates, first, their great abundance in
proportion to that of corn, and consequently the great extent of the
land which they occupied in proportion to what was occupied by corn ;
and, secondly, the low value of this land in proportion to that of corn

land, and consequently the uncultivated and unimproved state of the

1 [Ed. I does not contain ' &_']
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far greater part of the lands of the country. It clearly demonstrates
that the stock and population of the country did not bear the same
proportion to the extent of its territory, which they commonly do in
civilized countries, and that society was at that time, and in that
country, but in its infancy. From the high or low money price either
of goods in general, or of corn in particular, we can infer only that the
mines which at that time happened to supply the commercial world
with gold and silver, were fertile or barren, not that the country was
rich or poor. But from the high or low money price of some sorts of
goods in proportion to that of others, we can infer, with a degree of
probability that approaches almost to certainty, that it was rich or
poor, that the greater part of its lands were improved or unimproved,
and that it was either in a more or less barbarous state, or in a more or
less civilized one.

Any rise in the money price of goods which proceeded altogether Ariseofprice due
from the degradation of the value of silver, would affect all sorts of entirelyto

degradation
goods equally, and raise their price universally a third, or a fourth, or ofsilve_

would affect
a fifth part higher, according as silver happened to lose a third, or a allgoods
fourth, or a fifth part of its former valueJ But the rise in the price of cornequallY'hasbUt

provisions, which has been the subject of so much reasoning and con- rtsen much. less than

versation, does not affect all sorts of provisions equally. Taking the otherpro-visions,

course of the present century at an average, the price of corn, it is
acknowledged, even by those who account for this rise by the degrada-
tion of the value of silver, has risen much less than that of some other

sorts of provisions. The rise in the price of those other sorts of
provisions, therefore, cannot be owing altogether to the degradation
of the value of silver. Some other causes must be taken into the

account, and those which have been above assigned, will, perhaps,
without having recourse to the supposed degradation of the value of
silver, sufficiently explain this rise in those particular sorts of provisions
of which the price has actually risen in proportion to that of corn.

As to the price of corn itself, it has, during the sixty-four first years andhasxn-deed been
of the present century, and before the late extraordinary course of bad somewhat

lower in
seasons, been somewhat lower than it was during the sixty-four last i7oi_4 than
years of the preceding century. This fact is attested, not only by the in x637-I_o,
accounts of Windsor market, 2but by the public fiars _ of all the different
counties of Scotland, and by the accounts of several different markets

in France, which have been collected with great diligence and fidelity

1 [The arithmetic is slightly at fault. It should be, ' happened to lose a fourth, a fifth, or a
sixth part of its former value '.]

_[Below, pp. _56, 257. ] 3 [Above, p. 78.]
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by Mr. Measance, 1 and by Mr. Dupr6 de St. Manr3 The evidence is
more complete than could well have been expected in a matter which is
naturally so very difficult to be ascertained.

whileit_ As to the high price of corn during these last ten or twelve years, it
recent high
pricehas can be sufficiently accounted for from the badness of the seasons, with-
been due
o.ly to b,d out supposing any degradation in the value of silver.
_a_ons. The opinion, therefore, that silver is continually sinkino_ in its value,

seems not to be founded upon any good observations, either upon the
prices of corn, or upon those of other provisions.

Thedis- The same quantity of silver, it may, perhaps, be said, will in thetinction be-
tween s nse present times, even according to the account which has been here given,
of prices and
a fallinthe purchase a much smaller quantity of several sorts of provisions than it

silverValueis°fnot would have done during some part of the last century ; and to ascertain
u_less: whether this change be owing to a rise in the value of those goods, or

to a fall in the value of silver, is only to establish a vain and useless dis-

tinction, which can be of no sort of service to the man who has only a
certain quantity of silver to go to market with, or a certain fixed revenue

in money. I certainly do not pretend that the knowledge of this dis-
tinction will enable him to buy cheaper. It may not, however, upon
that account be altogether useless.

,t a_o_dsan It may be of some use to the public by affording an easy proof of the
easy proof
of thepro_- prosperoUS condition of the country. If the rise in the price of some
peritv of the
couniry, sorts of provisions be owing altogether to a fall in the value of silver, it

is owing to a circumstance from which nothing can be inferred but the
fertility of the American mines. The real wealth of the country, the
annual produce of its land and labour, may, notwithstanding this cir-
cumstanee, be either gradually declining, as in Portugal and Poland ;
or gradually advancing, as in most other parts of Europe. But if this
rise in the price of some sorts of provisions be owing to a rise in the
real value of the land which produces them, to its increased fertility ;
or, in consequence of more extended improvement and good cultivation,
to its having been rendered fit for producing corn ; it is owing to a cir-
eumstanee which indicates in the clearest manner the prosperous and
advancing state of the country. The land constitutes by far the
greatest, the must important, and the most durable part of the wealth
of every extensive country. It may surely be of some use, or, at least,

it may give some satisfaction to the Public, to have so decisive a proof
of the increasing value of by far the greatest, the most important, anti
the most durable part of its wealth.

a [Reckerckes sur la Population, pp. u93-3o4-]
*[Essai sur ks monnaies ou rtflexions sur le ral_horl entre l'argent et ks denrdes,

x746, esp. p. xSt of the ' Variations dans les prix '.]
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It may too be of some use to the Public in regulating the pecuniary andmaybeof use in
reward of some of its inferior servants. If this rise in the price of some regulating

the wages of
sorts of provisions be owing to a fall in the value of silver, their pecuni- theinferior
ary reward, provided it was not too large before, ought certainly to be servantSthestate.°f

augmented in proportion to the extent of this fall. If it is not aug-
mented, their real recompence will evidently be so much diminished.
But if this rise of price is owing to the increased value, in consequence
of the improved fertility of the land which produces such provisions, it
becomes a much nicer matter to judge either in what proportion any
pecuniary reward ought to be augmented, or whether it ought to be
augmented at all. The extension of improvement and cultivation, as it
necessarily raises more or less, in proportion to the price of corn, that of
every sort of animal food, so it as necessarily lowers that of, I believe,
every sort of vegetable food. It raises the price of animal food ; be-
came a great part of the land which produces it, being rendered fit for
producing corn, must afford to the landlord and farmer the rent and

profit of corn land. It lowers the price of vegetable food ; because,
by increasing the fertility of the land, it increases its abundance. The
improvements of agriculture too introduce many sorts of vegetable food,
which, requiring less land and not more labour than corn, come much
cheaper to market. Such are potatoes and maize, or what is called

Indian corn, the two most important improvements which the agri.
culture of Europe, perhaps, which Europe itself, has received from the

great extension of its commerce and navigation Many sorts of vege-
table food, besides, which in the rude state of agriculture are confined

to the kitchen-garden, and raised only by the spade, come in its im-
proved state to be introduced into common fields, and to be raised by
the plough : such as turnips, carrots, cabbages, &c. If in the progress
of improvement, therefore, the real price of one species of food neces-
sarily rises, that of another as necessarily falls, and it becomes a matter

of more nicety to judge how far the rise in the one may be compen-
sated by the fall in the other. When the real price of butcher's-
meat has once got to its lieight (which, with regard to every sort,

except, perhaps, that of hogs flesh, it seems to have done through a
great part of England more than a century ago), any rise which can
afterwards happen in that of any other sort of animal food, cannot

much affect the circumstances of the inferior ranks of people. The
circumstances of the poor through a great part of England cannot
surely be so much distressed by any rise in the price of poultry, fish,
wild-fowl, or venison, as they must be relieved by the fall in that of
potatoes.

VOL. I.--16
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The poor In the present season of scarcity the high price of corn no doubt dis-
are more
distressed tresses the poor. But in times of moderate plenty, when corn is at its
bYfieialtheriseurti-ofordinary or average price, the natural rise in the price of any other sort
somemanu- of rude produce cannot much affect them. They suffer more, perhaps,factures

thanbythe by the artificial rise which has been occasioned by taxes in the price ofnatural rise

ofrude some manufactured commodities ; as of salt, soap, leather, candles,produce
otherthan malt, beer, and ale, &c.corn.

Effects of the Progress of Improvement upon the real Price of Manu-
factures

_u,,_o ITis the natural effect of improvement, however, to diminish gradu-natural
effectof tin- ally the real price of almost all manufactures. That of the
provementistodimm- manufacturing workmanship diminishes, perhaps, in all of them with-
ishthe OUt exception. In consequence of better machinery, of greater dex-price of

manufac- terity, and of a more proper division and distribution of work, all oftures.

which are the natural effects of improvement, a much smaller quantity
of labour becomes requisite for executing any particular piece of work ;
and though, in consequence of the flourishing circumstances of the
society, the real price of labour should rise very considerably, yet the

/_reat diminution of the quantity will generally much more than com-
pensate the greatest rise which can happen in the price. 1

In s few There are, indeed, a few manufactures, in which the necessary rise
manufac-
tures the in the real price of the rude materials will more than compensate all
rise inthe the advantages which improvement can introduce into the execution ofprice of raw

material the work. In carpenters and joiners work, and in the coarser sort ofcounter-

ba'.ancesira- cabinet work, the necessary rise in the real price of barren timber, inprovement
inexeeution, consequence of the improvement of land, will more than compensate

all the advantages which can be derived from the best machinery, the
greatest dexterity, and the most proper division and distribution of
work.

butinother But in all cases in which the real price of the rude materials either
cases price
fanscon- does not rise at all, or does not rise very much, that of the manu-
siderably, factured commodity sinks very considerably.
Since_6oo This diminution of price has, in the course o5 the present and pre-
this has ceding century, been most remarkable in those manufactures of whichbeen most

remarkable the materials are the coarser metals. A better movement of a watch,in manufac-

tures made than about the middle of the last century could have been bought forof the

coarsermet- twenty pounds, may now perhaps be had for twenty shillings. In theals.

1 [Above, p. 88.]
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work of cutlers and locksmiths, in all the toys 1 which are made of the

coarser metals, and in all those goods which are commonly known by
the name of Birmingham and Sheffield ware, there has been, during
the same period, a very great reduction of price, though not altogether
so great as in watch-work. It has, however, been sufficient to astonish

the workmen of every other part of Europe, who in many cases ac-
knowledge that they can produce no work of equal goodness for double,
or even for triple the price. There are perhaps no manufactures in
which the division of labour can be carried further, or in which the

machinery employed admits of a greater variety of improvements, than
those of which the materials arc the coarser metals.

In the clothing manufacture there has, during the same period, been Clothinghas
no such sensible reduction of price. The price of superfine cloth, I not fanenmuch in the

have been assured, on the contrary, has, within these five-and-twenty sameperiod.
or thirty years, risen somewhat in proportion to its quality ; owing, it
was said, to a considerable rise in the price of the material, which con-
sists altogether of Spanish wool. That of the Yorkshire cloth, which
is made altogether of English wool, is said indeed, during the course
of the present century, to have fallen a good deal in proportion to its
quality. Quality, however, is so very disputable a matter, that I look
upon all information of this kind as somewhat uncertain. In the
clothing manufacture, the division of labour is nearly the same now as

it was a century ago, and the machinery employed is not very differ-
ent. There may, however, have been some small improvements in
both, which may have occasioned some reduction of price.

But s the reduction will appear much more sensible and undeniable, butverycon-
if we compare the price of this manufacture in the present times with smceSiderablYthe

what it was in a much remoter Period, towards the end of the fir- _fteemhcentury.

teenth century, when the labour was probably mueh less subdivided,
and the machinery employed much more imperfeet, than it is at
present.

In 1687, being the 4th of Henry VII._ it was enacted, that "whoso- Finecloth
"ever shall sell by retail a broad yard of the finest scarlet grained, or of has fallento less than

"other grained cloth of the finest making, above sixteen shillings, one*third ofits price in

"shall forfeit forty shillings for every yard so sold." Sixteen _hil- ,4s7,
lings, therefore, containing about the same quantity of silver as four-
and-twenty shillings of our present money, was, at that time, reckoned

not an unreasonable price for a yard of the finest cloth ; and as this is
a sumptuary law, such cloth, it is probable, had usually been sold

s [F-.d. z does not contain ' but '.]
l [Lectwres, pp. r59, x64.] 8 [C. 8.]
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somewhat dearer. A guinea may be reckoned the highest price in the
present times. Even though the quality of the cloths, therefore,
should be supposed equal, and that of the present times is most pro-

bably much superior, yet, even upon this supposition, the money price
of the finest cloth appears to have been considerably reduced since
the end of the fifteenth century. But its real price has been much

more reduced. Six shillings and eight-pence was then, and long
afterwards, reckoned the average price of a quarter of wheat. Sixteen
shillings, therefore, was the price of two quarters and more than three
bushels of wheat. Valuing a quarter of wheat in the present times
at eight-and-twenty shillings, the real price of a yard of fine cloth
must, in those times, have been equal to at least three pounds six
shillings and sixpence of our present money. The man who bought
it must have parted with the command of a quantity of labour and
subsistence equal to what that sum would purchase in the present
times.

..d c_,,,_ The reduction in the real price of the coarse manufacture, though
cloth has
t_len to considerable, has not been so great as in that of the flue.
leusthan In 1463, being the 3d of Edward IV. 1 it was enacted, that "noone half of

its pricein "servant in husbandry, nor common labourer, nor servant to any artifi-1463,
"eer inhabiting out of a city or burgh, shall use or wear in their clothing
"any cloth above two shillings the broad yard." In the 3d of Edward
IV. two shillings contained very nearly the same quantity of silver as
four of our present money. But the Yorkshire cloth which is now

sold at four shillings the yard, is probably much superior to any that
was then made for the wearing of the very poorest order of common

servants. Even the money price of their clothing, therefore, may, in
proportion to the quality, be somewhat cheaper in the present than it
was in those ancient time_ The real price is certainly a good deal

cheaper. Ten-pence was then reckoned what is called the moderate
and reasonable price of a bushel of wheat. Two shillings, therefore,
was the price of two bushels and near two pecks of wheat, which in
the present times, at three shillings and sixpence the bushel, would
be worth eight shillings and nine-pence. For a yard of this cloth the
poor servant must have parted with the power of purchasing a quantity
of subsistence equal to what eight shillings and nine-pence would pur-
chase in the present times. This is a sumptuary law too, restraining
the luxury and extravagance of the poor. Their clothing, therefore,
had commonly been much more expensive.

l[C. 5. The quotatious from this Act and from 4 He_. VIL, c. 8, are not quite vet-
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The same order of people are, by the same law, prohibited from Ho_e_v.
fallen very

wearing hose, of which the price should exceed fourteen-pence the considerably
since x463,

pair, equal to about eight_snd-twenty pence of our present money.
But fourteen-pence was in those times the price of a bushel and near

two pecks of wheat ; which, in the present times, at three and sixpence
the bushel, would cost five shillings and three-pence. We should in

the present times consider this as a very high price for a pair of stock-
ings to a servant of the poorest and lowest order. He must, however,
in those times have paid what was really equivalent to this price for
them.

In the time of Edward IV. the art of knitting stockings was probably whenthey
were made

not known in any part of Europe. Their hose were made of common of common
cloth, which may have been one of the causes of their dearness, cloth.
The first person that wore stockings in England is said to have
been Queen Elizabeth. She received them as a present from the
Spanish ambassador. 1

Both in the coarse and in the fine woollen manufacture, the Themachin-
cry for

machinery employed was much more imperfect in those ancient, than making
it is in the present times. It has since received three very capital clothhasbeen much

improvements, besides, probably, many smaller ones of which it may improved.
be difficult to ascertain either the number or the importance. The
three capital improvements are : first, The exchange of the rock and
spindle for the spinning-wheel, which, with the same quantity of labour,
will perform more than double the quantity of work. Secondly, the
use of several very ingenious machines which facilitate and abridge in
a still greater proportion the winding of the worsted and woollen yarn,
or the proper arrangement of the warp and woof before they are put
into the loom ; an operation which, previous to the inventions of those

machines, must have been extremely tedious and troublesome. Thirdly,
The employment of the fulling mill for thickening the cloth, instead

of treading it in water. Neither wind nor water mills of any kind
were known in England so early as the beginning of the sixteenth

1_, Dr. Howell in his History ofttw World, vol. ii., p. 2u2, relates "that Queen Elizabeth,
in this third year of her reign, was presented with a pair of black knit silk stockings by her
silk woman, Mrs. Mountague, and thenceforth she never wore cloth ones any more." This
eminent authoradds "that King Henry VIII., that magnificentand expensive Prince, wore
ordinarilycloth hose, except there came from Spain, bygreat chance,a pair of silk stock-
ings ; for Spain veryearl),abounded in silk. His son, King Edward VI., was presented
witha pair of long Spanishsilk stockingsby his merchant, Sir Thomas Gresham,and the
presentwas thenmuchtakennoticeof." Thus it is plainthattheinventionof knitsilkstock-
ragsoriginallycame from Spain. Othersrelatethat oneWilliam Rider,an apprent:ceon
LondonBridge,seeing at the houseof an Italian merchanta pair of knit worstedstockings
fromMantua,madewithgreatskilla pairexactlylikethem,whichhepresentedinthe yearxS64
toWilliamEarlof Pembroke,and werethe firstof that kind wornin England.'--AdamAnder-
son, Historical and Cl_ronologicalDeductionof ttw Origin of Commerce,I764, A.D.XS6X.]



_$46 RENT OF LAND [BK. I

century, nor, so far as I know, in any other part of Europe north of the
Alps. They had been introduced into Italy some time before.

whichex- The consideration of these circumstances may, perhaps, in someplains the
fallof price, measure explain to us why the real price both of the coarse and of the

fine manufacture, was so much higher in those ancient, than it is in the

present times. It cost a greater quantity of labour to bring the goods
to market. When they were brought thither, therefore, they must
have purchased or exchanged for the price of a greater quantity.

Thecoarse The coarse manufacture probably was, in those ancient times, carriedmanufacture
wasahouse- on in England, in the same manner as it always has been in countries
holdone, where arts and manufactures are in their infancy. It was probably a

houshold manufacture, in which every different part of the work was
occasionally performed by all the different members of almost every

private family ; but so as to be their work only when they had nothing
else to do, and not to be the principal business from which any of them
derived the greater part of their subsistence. The work which is per-
formed in this maimer, it has already been observed, 1 comes always
much cheaper to market than that which is the principal or sole fund

butthe fine of the workman's subsistence. The fine manufacture, on the other
was carried
on in Fhn- hand, was not in those times carried on in England, but in the rich and
ders by
peoplewho commercial country of Flanders ; and it was probably conducted then,
subsisted on
it, andwas in the same manner as now, by people who derived the whole, or the
subjectto principal part of their subsistence from it. It was besides a foreigncustoms

duty. manufacture, and must have paid some duty, the ancient custom of
tonnage and poundage at least, to the king. This duty, indeed, would
not probably be very great. It was not then the policy of Europe to

restrain, by high duties, the importation of foreign manufactures, but
rather to encourage it, in order that merchants might be enabled to
supply, at as easy a rate as possible, the great men with the con-
veniencies and luxuries which they wanted, and which the industry of
their own country could not afford them.

whichex- The consideration of these circumstances may perhaps in some
I_lains why
the coarse measure explain to us why, in those ancient times, the real price of
wastimesinlowerthose the coarse manufacture was, in proportion to that of the fine, so much
inpropor- lower than in the present times.tion to the
fine.

l[Above, pp. xx8, xI9. ]
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CONCLUSION of the CHAPTER

I SHALL conclude this very long chapter with observing 1 that every Everyira-• provement
improvement in the circumstances of the society tends either inthecir-

cumstances
directly or indirectly to raise the real rent of land, to increase the real ofsc:iety
wealth of the landlord, his power of purchasing the labour, or the raisesreut
produce of the labour of other people.

The extension of improvement and cultivation tends to raise it Extensionof improve-
directly. The landlord's share of the produce necessarily increases mentandcultivation
with the increase of the produce, raises it

That rise in the real price of those parts of the rude produce of directly,and so does
land, which is first the effect of extended improvement and cultivation, the risein

the price of
and afterwards the cause of their being still further extended, the rise cattle._c.
in the price of cattle, for example, tends too to raise the rent of land
directly, and in a still greater proportion. The real value of the land-

lord's share, his real command of the labour of other people, not only
rises with the real value of the produce, but the proportion of his share
to the whole produce rises with it. That produce, after the rise in its
real price, requires no more labour to collect it than before. A smaller
proportion of it will, therefore, be sufficient to replace, with the ordi-
nary profit, the stock which employs that labour. A greater proportion
of it must, consequently, belong to the landlord.

All those improvements in the productive powers of labour, which Xmprove-
tend directly to reduce the real price of manufactures, tend indirectly reducementswhichthe
to raise the real rent of land. The landlord exchanges that part of priceofmanufac-

his rude produce, whieh is over and above his own consumption, or taresraiseit indirectly,
what comes to the same thing, the price of that part of it, for manu-
factured produce. Whatever reduces the real price of the latter,
raises that of the former. An equal quantity of the former becomes
thereby equivalent to a greater quantity of the latter ; and the land-
lord is enabled to purchase a greater quantity of the eonvenieneies,
ornaments, or luxuries, which he has occasion for.

Every increase in the real wealth of the society, every increase in andsodoes
every in-

the quantity of useful labour employed within it, tends indirectly to creasemthe
quantity of

raise the real rent of land. A certain proportion of this labour natu- usefulla-
bourera-

rally goes to the land. A greater number of men and cattle are ployed.
employed in its cultivation, the produce increases with the increase of

the stock which is thus employed in raising it, and the rent increases
with the produce.

1 [Towards the end of chapter x. the same words occur, omitting ' very '.]
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Thecon- The contrary circumstances, the neglect of cultivation and improve-
trait clr_

eumstances ment, the fall in the real price of any part of the rude produce of
lowerrent. land, the rise in the real price of manufactures from the decay of

manufacturing art and industry, the declension of the real wealth of
the society, all tend, on the other hand, to lower the real rent of land,
to reduce the real wealth of the landlord, to diminish his power of pur-

chasing either the labour, or the produce of the labour of other people.
Ther.... The whole annual produce of the land and labour of every country,
three parts

of produce or what comes to the same thing, the whole price of that annual pro-and three

original duce, naturally divides itself, it has already been observed, 1 into three
orders of

socie_, parts ; the rent of land, the wages of labour, and the profits of stock ;
and constitutes a revenue to three different orders of people ; to those
who live by rent, to those who live by wages, and to those who live
by profit. These are the three great, original and constituent orders
of every civilized society, from whose revenue that of every other order
is ultimately derived.

Theinterest The interest of the first of those three great orders, it appears from
of the pro-
prietorsof what has been just now said, is strictly and inseparably connected

LrablylandisinseP-con,with the general interest of the society. Whatever either promotes
netted with
the general or obstructs the one, necessarily promotes or obstructs the other.
interestof When the public deliberates concerning any regulation of commercethe society.

or police, the proprietors of land never can mislead it, with a view to

promote the interest of their own particular order; at least, if they
have any tolerable knowledge of that interest. They are, indeed, too

often defective in this tolerable knowledge. They are the only one
of the three orders whose revenue costs them neither labour nor care,

but comes to them, as it were, of its own accord, and independent of
any plan or project of their own. That indolence, which is the
natural effect of the ease and security of their situation, renders them

too often, not only ignorant, but incapable of that application of mind
which is necessary in order to foresee and understand the conse-

quences of any public regulation.
Soalsois The interest of the second order, that of those who live by wages,
that of those
wholiveby is as strictly connected with the interest of the society as that of the
wages, first. The wages of the labourer, it has already been shewn, 2 are

never so high as when the demand for labour is continually rising, or
when the quantity employed is every year increasing considerably.
When this real wealth of the society becomes stationary, his wages
are soon reduced to what is barely enough to enable him to bring up
a family, or to continue the race of labourers. When the society

1 [Above, p. 54.] "_[Above, pp. 7x.73.]
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declines, they fall even below this. The order of proprietors may,
perhaps, gain more by the prosperity of the society, than that of
labourers : but there is no order that suffers so cruelly from its decline.
But though the interest of the labourer is strictly connected with that
of the society, he is incapable either of comprehending that interest,
or of understanding its connexion with his own. His condition leaves
him no time to receive the necessary information, and his education
and habits are commonly such as to render him unfit to judge even
though he was fully informed. In the public deliberations, therefore,
his voice is little heard and less regarded, except upon some particular
occasions, when his clamour is animated, set on, and supported by his
employers, not for his, but their own particular purposes.

His employers constitute the third order, that of those who live by butthein-terestof

profit. It is the stock that is employed for the sake of profit, which thosewho
hve by profit

puts into motion the greater part of the useful labour of every society, hasnotthe
The plans and projects of the employers of stock regulate and direct _x_nC_th

the general
all the most important operations of labour, and profit is the end interestof
proposed by all those plans and projects. But the rate of profit does thesociety.
not, like rent and wages, rise with the prosperity, and fall with the
declension, of the society. On the contrary, it is naturally low in rich,
and high in poor countries, and it is always highest in the countries
which are going fastest to ruin. The interest of this third order,
therefore, has not the same connexion with the general interest of
the society as that of the other two. Merchants and master manu-
facturers are, in this order, the two classes of people who commonly
employ the largest capitals, and who by their wealth draw to them-
selves the greatest share of the public consideration. As during their
whole lives they are engaged in plans and projects, they have fre-
quently more acuteness of understanding than the greater part of
country gentlemen. As their thoughts, however, are commonly
exercised rather about the interest of their own particular branch of
business, than about that of the society, their judgment, even when
given with the greatest candour (which it has not been upon every
occasion), is much more to be depended upon with regard to the
former of those two objects, than with regard to the latter. Their
superiority over the country gentleman is, not so much in their
knowledge of the public interest, as in their having a better know-
ledge of their own interest than he has of his. It is by this superior
knowledge of their own interest that they have frequently imposed
upon his generosity, and persuaded him to give up both his own
interest and that of the public, from a very simple but honest con-

viction, that their interest, and not his, was the interest of the public,
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The interest of the dealers, however, in any particular branch of trade
or manufactures, is always in some respects different from, and even
opposite to, that of the public. To widen the market and to narrow
the competition, is always the interest of the dealers. To widen the
market may frequently be agreeable enough to the interest of the
public ; but to narrow the competition must always be against it, and
can serve only to enable the dealers, by raising their profits above
what they naturally would be, to levy, for their own benefit, an

absurd tax upon the rest of their fellow-citizens. The proposal of any
new law or regulation of commerce which comes from this order,

ought always to be listened to with great precaution, and ought never
to be adopted till after having been long and carefully examined, not
only with the most scrupulous, but with the most suspicious attention.
It comes from an order of men, whose interest is never exactly the
same with that of the public, who have generally an interest to deceive
and even to oppress the public, and who accordingly have, upon many
occasions, both deceived and oppressed it.

Years XII Price of the Quarter of Wheat Average of the different The average Price of eacheach Year.l Prices of the same Year. Year in Money of the
present Times.g

£. s. d. £. s. d, £. s. d.
x2o2 -- I2 -- I x6 --

x2o5 x3 4 -- x3 5 z -- 3
x5

I223 -- X2 _ I I6 --
I237 -- 3 4 -- IO --

I243 -- 2 -- -- 6 --
1244 -- 2 -- _ 6 --
x246 -- x6 -- 2 8
x247 -- x3 4 2
x257 I 4 -- 3 x2 --

x258 -- x5 -- -- z 7 -- 2 Ii --

{64 -} _ ,o _
I286 z6 -- -- 9 4 x 8 --

Total, 35 9 3

Average Price, 2 x9 x_

1 [As is explained above, p. x85, the prices from x2o2 to t597 are collected from Fleet-
wood (Ckronicon Preciosum, z7o7. pp. 77-x24), and from x598 to x6ox they axe from the
Eton College account without any reduction for the size of the Windsor quarter or the
quality of the wheat, and consequently identical with those given in the table on p. 255
below, as to which See note. ]

[In the reduction of the ancient money to the eighteenth century standard the table in
Martin Folkes (TaMe of Englis/_ Silver Coins, _745, P. x4u) appears to have been fol-
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Years XII. Pri_ ofthe QuarmrofWheat A_rage of the diff_entiThe Av_age Price of
_ch Year, PricesofthesameYear. [ ea_ Ye_ in Moneyof

the present Times.

£. s.d. £. s.d. £. s. d.
x287 -- 3 4 -- Io --

8

-- I 4

z288 -- x 6
-- x 8 -- 3 --'41 -- 9 --t
-- 2 --

-- 3 4
-- 9 4
-- i2 --

I289 -- 2 -- -- IO I_ I IO 4_ 2
-- IO 8

X

x29o -- I6 -- 2 8 --
x294 -- I6 -- 2 8
x3°2 -- 4 -- -- 12 --
13°9 -- 7 2 I ! 6
I3x5 x 3

x Io 6 4 H 613t6 I I2 I IO
2

-- 14
x317 2 I3 4 I 19 6 5 x8 6

4
6

1336 -- 2 -- -- 6 --

I338 -- 3 4 -- xo --

Toml, 23 4 IIi

Average Price, i x8 8

lowed. Approximate figures are aimed at (e.g., the factor 3 does duty both for 2'9o6
and 2"87r), and the error is not always uniform, e.g'., between x464 and x497 some of the
sums appear to have been multiplied by the approximate x_ and others by the exact r'55. ]

1 [This should be 2s. 7_1. The mistake is evidently due to the 3s. 4d. belonging to the
yt_x x287 having been erroneously added in.]

[S/c in all editions. More convenient to the unpractised eye in adding up than ' t ']
S[' And sometime xxs. as H. Knighton.'--Fleetwood, Chronicon Precwsum, p. 80.]
4 [Mlseopied : it is £2 x3s. 4d. in Fleetwood, o_. cir., p. 92.]
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The average Price of
YearsXII, Price of the Quar_r of Wheat Average of the di6erent each Year in Moneyofeach Year. Prices of the same Year.

the present Times.

£. s. d. £. s. d. £. s. d.
x339 -- 9 -- x 7 --
x349 -- _ b -- 5 2
x359 x 6 8 3 2 z
x36x -- 2 -- -- 4 8
x363 -- x5 -- x x5

{ x } X 2 -- 294'x369 x 4 --
x379 -- 4 -- -- 9 4
x387 -- 2 _ -- 4 8

x39o x4 -- x4 5 x x3 7
x6

x4ox -- x6 -- x x7 4

x4°7 - 3 4 J -- 3 xo -- 8 xx
x416 -- x6 -- x x2 --

Total, x5 9 4

Average Price, x 5 9_

£. s.d. £. s. d. £. s. d.
x423 -- 8 -- -- x6 --
1425 -- 4 -- -- 8 --
X434 I 6 8 2 X3 4
X435 -- 5 4 -- XO 8

x439 x 6 8 x 3 4 2 6 8
x44o x 4 -- 2 8

{-- 4 4)x444 4 _ -- 4 2 -- 8 4
I445 -- 4 6 -- 9
x447 _ 8 -- -- x6
x448 -- 6 8 -- x3 4
x449 -- 5 -- -- xo --
x45x -- 8 -- -- x6 --

Total, x2 x5 4

Average Price, I I 3_

[Ob_ously a mistakefor_'2 xxs. 4d.]
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Years Xll. Price of the Quarter of Wheat Average of the different The average Price of• each Year. Prices of the same Year. each Year in Moneyofthe presentTimes.

£. s. d. £. s.d. £. s. d.
x453 _ 5 4 -- IO 8
I455 _ x 2 -- 2 4
x457 -- 7 8 -- x5 4
x459 -- 5 _ _ xo --
i46o -- 8 _ _ x6

i463 ( 2 )x 8 _ x xo -- 3 8

1464 -- 6 8 -- IO
x486 t 4 _ z x7 --
I49x -- x4 8 x 2
x494 -- 4 _ -- 6 --
x495 -- 3 4 -- 5 --
x497 x I xl --

Total, 8 9 --

Average Price, -- z4 x

£. s. d. £. s. d. £. s. d.
x499 -- 4 -- -- 6 --
x5o4 -- 5 8 -- 8 6
152I I i lO --
x55x _ 8 _ -- z --
x553 -- 8 _ -- 8 --
x554 _ 8 _ -- 8 --
z555 -- 8 _ -- 8 --
x556 -- 8 _ -- 8

x3 4
s558 -- 8 -- -- 8 --
x559 -- 8 -- -- 8 --
z56o -- 8 -- -- 8 --

Total, 5 o 2_

Average Price, -- xo x_,2

l [This should be x7s. 7d. here and in the next column. Eds. x and a read ' xas. 7d.,'
a mistake of £1 having been made in the additmn.]

[This should obviously be xos. _rcl. Eds. x and 2 read ' _6 5s. xd.' for the total and
' zos. 5d.' for the average, in consequence of the mistake mentioned in the preceding note.]
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Price of the Quarter of Wheat ] Average of the different The average Price of

Years XII_ each Year. Prices of the same Year. eachthepresentYearinTimes.Moneyof

£. ,. d. ] £. _. d. £. _. d.

Is6i : 88 : - - 8-I562 -- 8 --

x574 : 2 2

1587 3 4 -- 3 4 --
x594 2 x6 -- 2 I6
x595 2 x 3 1 2 13
x596 4 4

x597 { 5 4 --)4 4 I2 -- 4 I2

1598 2 x6 8 a x6 8
I599 x x 9 2 x 19 z
16oo x x7 8 x z 7 8
16o1 i 14 xo _ x x4 Io

Total, 28 9 4

Average Price, 2 7 5_ 3

l [Miscopied : it is £a x3s. 4 d. in Fleetwood, Chronicon Preciosum, p. 123. ]
[See p. a5o, note x.]

s [Eds. x and 2 read _£2 4s. 9bd., the 89s. left over after dividing the pounds having been
inadvertently divided by ao instead of by xa.]
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Prices of the Quarter of nine Bushels of the best or highest priced Wheat at
Windsor Market, on Lady-Da_t and Michaelmaz., from 1595 to 176¢,
both inclusive ; the Price of each Year being the Medium betmeen the
highest Prices of those Two Market-da2/s.x

Years £. s. d. Years £. s. d.

I595, -- 2 o o I62I, -- I IO 4
X596, -- 2 8 o x622, -- 2 18 8
x597, -- 3 9 6 I623, -- 2 I2 o
x598, -- 2 x6 8 I624, -- 2 8 o
x599, -- x 19 2 I625, -- 2 I2 o
II_O, -- I 17 8 X626, -- 2 9 4
I6oxt -- I 14 to I627, -- I 16 o

x6o2, -- x 9 4 x628, -- x 8 o
x6o3, -- i 15 4 I629, -- 2 2 o
I6O4, -- i io 8 163o , -- 2 15 8
ItiOS, -- I z5 IO x63x, -- 3 8 o
x6o6, -- I 13 o x632, -- 2 I3 4
16o7, -- x I6 8 x633, -- 2 I8 o
I6o8, -- 2 Ifi 8 1634 , -- 2 x6 o
x6o9, -- 2 xo o I635, -- 2 x6 o
IfIO, -- I 15 IO 1636, -- 2 I6 8
IfII, -- I I8 8

I6X2, -- 2 2 4 X6)40 o o
X6X3, -- 2 8 8

x614, -- 2 x 8_ 2 xo o
x615, -- x I8 8
x6x6, -- 2 o 4
x617, -- 2 8 8
x6r8, -- 2 6 8

1619, -- I 15 4
IfZO, -- I Io 4

26)54 O 61}

2 X 6r_

1 [The list of prices, but not the division into periods, is apparently copied from Charles
Smith {Tracts on the Corn Trade, x766 , pp. 97-xo2, cp. pp. 43, to4), who, however, states
that it had been previously pubhshed, p. 96.]
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Wheat per quarter. Wheat per quarter.

years £. s. d. Years £. s, d.

1637 , -- 2 13 o Brought over, 79 14 xo
1638 , -- 2 x 7 4 167i , -- 2 2 o

1639 , 2 4 Io 1672 , -- 2 I 0
164o , 2 ,_ 8 1673, _ 2 6 8
i641 , 2 8 o I674, -- 3 8 8

1642, ) _6._©._ o_ o o o 1675, -- 3 4 8
1643 ' .fi#,_a_ _._._.--.-_ _o"6 o o o 1676, -- I I8 0
1644, _ fi'_ _ " _m -°° o o o 1677, -- 2 2 o
x6_5,)_' )o o o _67s, - _ 19 o
1646 , -- 2 8 o 1679, -- 3 o o
x647, -- 3 13 8 168o, -- 2 5 o
1648, -- 4 5 o 168'r, -- 2 6 8
1649, -- 4 o o x682, -- 2 4 o
x65o, -- 3 x6 8 I683, -- 2 0 0

1651, -- 3 I3 4 1684, -- 2 4 o
I652 , -- 2 9 6 I685, -- 2 6 8
i653 , -- x 15 6 1686, -- 1 14 o
x654 , -- 1 6 o 1687, -- I 5 2
x655 , -- x x 3 4 1688, -- a 6 o
x656 , -- a 3 o 1689, -- 1 Io o
1657 , -- 2 6 8 169 o, -- x x4 8
1658, -- 3 5 o 169'r , -- x I 4 o
I659, -- 3 6 o 1692 , -- 2 6 8
166o, -- 2 16 6 1693, -- 3 7 8
1661, -- 3 1o o 1694, -- 3 4 o
1662, -- 3 14 0 1695, -- 2 13 0
1663, -- 2 17 0 1696, -- 3 n o
1664, -- 2 o 6 1697, -- 3 o o
1665, -- 2 9 4 1698 , -- 3 8 4
1666, -- 1 16 o 1699, -- 3 4 o
1667, -- I 16 o 17oo, -- 2 o o
1668, -- 2 o o
x669, -- 2 4 4 6o)153 x 8
167o, -- 2 1 8

2 II O_

Carry over, 79 14 lO
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Wheat per quarter. Wheat per quarter.

Years _'. s. d. Years £. s d.

17oi , -- Z 17 8 Brought over, 69 8 8
17o2, -- x 9 6 I734, -- x I8 xo
I7O3, -- 1 16 o 1735, -- 2 3 o
17o4, -- 2 6 6 I736 , -- 2 o 4
17o5, -- I IO 0 1737, -- I 18 o
17o6, -- 1 6 o 1738, -- I 15 6
17o7, -- x 8 6 I739, -- x 18 6
I7o8, -- 2 1 6 I74o, -- 2 IO 8
17o9, -- 3 18 6 1741, -- 2 6 8
1710, -- 3 18 0 I742 , -- I 14 0
I7ZI, -- 2 14 o 1743, -- 1 4 1o
1712 , -- 2 6 4 1744, -- 1 4 1o
I713, -- 2 11 0 1745, -- I 7 6

1714, -- 2 10 4 i746, -- I 19 o

1715, -- 2 3 o 1747, -- I 14 1o
1716, -- 2 8 o I748, -- 1 17 o
1717, -- 2 5 8 1749, -- I 17 o

1718 , -- 1 I8 IO 175o , -- 1 12 6
I719, -- 1 15 o 1751 , -- I I8 6
I72o, -- 1 17 o 1752, -- 2 I IO
1721 , -- I 17 6 1753, -- 2 4 8
i722 , -- 1 i6 o 1754, -- 1 14 8
I723, -- I 14 8 1755, -- I 13 XO

1724, -- I 17 0 1756, -- 2 5 3

I725, -- 2 8 6 1757, -- 3 o o
1726 , -- 2 6 o 1758 , -- 2 lO o

1727, -- 2 2 o 1759, -- 1 I9 lO
1728 , -- 2 14 6 176o , -- I 16 6
1729, -- 2 6 lO 1761 , -- 1 IO 3

173 o, -- I 16 6 1762 , -- I 19 o
1731 , -- I 12 1o 1763, -- 2 o 9
1732 , -- I 6 8 1764, -- 2 6 9
1733, -- 1 8 4

64 ) 129 13 6
Carry over, 69 8 8

2 0 6_ 1

Wheat per quarter. Wheat per quarter.

Years £. s. d. Years £. s. d.

1731, -- I 12 IO 1741 , -- 2 6 8
I732 , -- I 6 8 1742 , -- I 14 o
1733, -- 1 8 4 1743, -- I 4 1o

1734, -- 1 18 lO I744, -- 1 4 IO
1735, -- 2 3 o 1745, -- 1 7 6
1736, -- 2 o 4 1746 , -- 1 19 o
1737, -- I 18 0 1747, -- I X4 10
1738 , -- 1 15 6 1748 , -- 1 17 o
1739, -- 1 18 6 1749, -- 1 17 o
174o , -- 2 IO 8 I75o , -- x 12 6

IO)I8 I2 8 1o)16 18 2

1 17 31 i 13 9}

1 [This should be _. ]
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BOOK II

Of the Nature, Accumulation, and Employment of Stock

INTRODUCTION

In therude T N that rude state of society in which there is no division of labour,
•tate of

societystock in which exchanges are seldom made, and in which every man1
i_unn_- provides every thing for himself, it is not necessary that any stocksary.

should be accumulated or stored up beforehand, in order to carry on
the business of the society. Every man endeavours to supply by his
own industry his own occasional wants as they occur. When he is
hungry, he goes to the forest to hunt ; when his eoat is worn out, he
clothes himself with the skin of the first large 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 nearest it.

- D,visionof But when the division of labour has once been thoroughly intro-
labour
makesit duced, the produce of a man's own labour can supply but a very small
nec¢8=ry, part of his occasional wants. The far greater part of them are

supphed by the produce of other mens labour, which he purchases
with the produce, or, what is the same thing, with the price of the
produce of his own. But this purchase cannot be made till such time
as the produce of his own labour has not only been completed, but
sold. A stock of goods of different kinds, therefore, must be stored

up somewhere sufficient to maintain him, and to supply him with the
materials and tools of his work, till such time, at least, as both these

events can be brought about. A weaver cannot apply himself entirely
to his peculiar business, unless there is beforehand stored up some-
where, either in his own possession or in that of some other person, a
stock sufficient to maintain him, and to supply him with the materials
and tools of his work, till he has not only completed but sold his web.

(_58)
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This accumulation must, evidently, be previous to his applying his in-
dustry for so long a time to such a peculiar business. 1

As the accumulation of stock must, in the nature of things, be Accumu_a.
tion of stock

previous to the division of labour, so labour earl be more and more and division
of labour

subdivided 2 in proportion only as stock is previously more and more advanceto-
accumulated. The quantity of materials which the same number of gether.
people can work up, increases in a great proportion as labour comes
to be more and more subdivided; and as the operations of each

workman are gradually reduced to a greater degree of simplieity, a
variety of new machines come to be invented for faeilitating and
abridging those operations. As the division of labour advances, there-
fore, in order to give constant employment to an equal number of
workmen, an equal stock of provisions, and a greater stock of materials
and tools than what would have been necessary in a ruder state

of things, must be accumulated beforehand. But the number of
workmen in every branch of business generally increases with the
division of labour in that branch, or rather it is the increase of their
number which enables them to class and subdivide themselves in this
manner°

As the accumulation of stock is previously necessary for carrying on Accumula-tion causes

this great improvement in the produetive powers of labour, so that ae- the same
quantity of

cumulation naturally leads to this improvement. The person who industryto

employs his stock in maintaining labour, necessarily wishes to employ more.produce
it in sueh a manner as to produce as great a quantity of work as

possible. He endeavours, therefore, both to make among his work-
men the most proper distribution of employment, and to furnish
them with the best machines which he can either invent or afford

to purchase. His abilities in both these respects are generally in pro-
portion to the extent of his stock, or to the number of people whom it
can employ. The quantity of industry, therefore, not only increases in
every country with the increase of the stock which employs it, but,
in eonsequence of that increase, the same quantity of industry pro-
duces a much greater quantity of work.

Sueh are in general the effects of the increase of stock upon industry
and its productive powers.

In the following book I have endeavoured to explain the nature of rhi, Booktreats of the

stock, the effects of its accumulation into capitals of different kinds, natureof
stock, the

and the effeets of the different employments of those capitals. This e_ectsof
its accumu-

book is divided into five chapters. In the first chapter, I have en- lation,and
its different

deavoured to show what are the different parts or branches into which employ-
mentlL

1 [Lectures, p. x8x.] 2[Eds. x and 2 place the ' only' here.]
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the stock, either of an individual, or of a great society, naturally
divides itself. In the second, I have endeavoured to explain the

nature and operation of money considered as a particular branch of the

general stock of the society. The stock which is accumulated into a
capital, may either be employed by the person to whom it belongs, or
it may be lent to some other person. In the third and fourth chapters,
I have endeavoured to examine the manner in which it operates in
both these situations. The fifth and last chapter treats of the different
effects which the different employments of capital immediately produce

upon the quantity both of national industry, and of the annual produce
of land and labour.



CHAPTER I

OF THE DIVISION OF STOCK

_ 7"HEN the stock which a man possesses is no more than sufll- A mandoesnot think of
V V cient to maintain him for a few days or a few weeks, he obtaining

revenue
seldom thinks of deriving any revenue from it. He consumes it as froma ,mall
sparingly as he can, and endesvours by his labour to acquire something _tock.
which may supply its place before it be consumed altogether. His
revenue is, in this case, derived from his labour only. This is the

state of the greater part of the labouring poor in all countries.
But when he possesses stock sufficient to maintain him for months butwhenhe

or years, he naturally endeavours to derive a revenue from the greater hasmo,ethan enough
for imme-

part of it ; reserving only so much for his immediate consumption as diatecon-
may maintain him till this revenue begins to come in. His whole sumption.he endea-

stock, therefore, is distinguished into two parts. That part which, he yourstoderive a

expects, is to afford him this revenue, is called his capital- The other reveauefrom the
is that which supplies his immediate consumption ; and which consists rest.
either, first, in that portion of his whole stock which was originally
reserved for this purpose ; or, secondly, in his revenue, from whatever
source derived, as it gradually comes in ; or, thirdly, in such things as
had been purchased by either of these in former years, and which are
not yet entirely consumed ; such as a stock of clothes, household
furniture, and the like. In one, or other, or all of these three articles,

consists the stock which men commonly reserve for their own immedi-
ate consumption.

There are two different ways in which a capital may be employed so u.ing it
as to yield a revenue or profit to its employer, eitheras

First, it may be employed in raising, manufacturing, or purchasing (_)c_cuht-
goods, and selling them again with a profit. The capital employed in ingcapital.
this nmnner yields no revenue or profit to its employer, while it either
remains in his possession, or continues in the same shape. The goods
of the merchant yield him no revenue or profit till he sells them for

($61)
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money, and the money yields him as little till it is again exchanged for
goods. His capital is continually going from him in one shape, and
returnlng to him in another, and it is only by means of such circula-
tion, or successive exchanges, that it can yield him any profit. Such
capitals, therefore, may very properly be called circulating capitals.

or(_}fixed Secondly, it may be employed in the improvement of land, in the

apital, purchase of useful machines and instruments of trade, or in such-like
things as yield a revenue or profit without changing masters, or cir-
culating any further. Such capitals, therefore, may very properly be
called fixed capitals.

Different Different occupations require very different proportions between the
propor tlons
of fixedand fixed and circulating capitals employed in ther_
circulating The capital of a merchant, for example, is altogether a circulatingcapital are

required in capital. He has occasion for no machines or instruments of trade,different

trade_, unless his shop, or warehouse, be considered as such.
Some part of the capital of every master artificer or manufacturer

must be fixed in the instruments of his trade. This part, however, is
very small in some, and very great in others. A master taylor requires
no other instruments of trade but a parcel of needles. Those of the
master shoemaker are a little, though but a very little, more expensive.
Those of the weaver rise a good deal above those of the shoemaker.
The far greater part of the capital of all such master artificers, however,
is circulated, either in the wages of their workmen, or in the priee of
their materials, and repaid with a profit by the price of the work.

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
slitt-mill, are instruments of trade which cannot be erected without

a very great expenee. In coal-works, and mines of every kind, the
machinery necessary both for drawing out the water and for other pur-
poses, is frequently still more expensive.

That part of the capital of the farmer whieh is employed in the
instruments of agriculture is a fixed; that which is employed in the
wages and maintenanee of his labouring servants, is a circulating
capital. He makes a profit of the one by keeping it in his own
possession, and of the other by parting with it. The price or value of
his labouring cattle is a fixed capital in the same manner as that of the
instruments of husbandry : Their maintenance is a circulating capital
in the same manner as that of the labouring servants. The farmer
makes his profit by keeping the labouring cattle, and by parting with
their maintenance. Both the price and the maintenance of the cattle
which are bought in and fattened, not for labour, but for sale, are a
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circulating capital. The farmer makes his profit by parting with them.
A flock of sheep or a herd of cattle that, in a breeding country, is
bought in, neither for labour, nor for sale, but in order to make a profit
by their wool, by their milk, and by their increase, is a fixed capital.
The profit is made by keeping them. Their maintenance is a circulat-

ing capital. The profit is made by parting with it ; and it comes back
with both its own profit, and the profit upon the whole price of the
cattle, in the price of the wool, the milk, and the increase. The whole

value of the seed too is properly a fixed capital. Though it goes
backwards and forwards between the ground and the granary, it never
changes masters, and therefore does not properly circulate. The
farmer makes his profit, not by its sale, but by its increase.

The general stock of any country or society is the same with that of Thestockof
a society ts

all its inhabitants or members, and therefore naturally divides itself dividedin
the same

into the same three portions, each of which has a distinct function or wayinto
oi_ce.

The First, is that portion which is reserved for immediate consump- (_)the por-tionre-
tion, and of which the characteristi_ is, that it affords no revenue or servedfor
profit. It consists in the stock of food, clothes, household furniture, immediateconsump-

&c.,which have been purchasedby theirproperconsumers,but which tion.

are not yet entirelyconsumed. The whole stock of mere dwelling-

housestoo subsistingat any one time inthe country,make a partof
thisfirstportion. The stockthat islaidout in a house,ifitistobe

the dwelling-houseofthe proprietor,ceasesfrom thatmoment toserve

in the functionof a capital,ortoaffordany revenuetoitsowner. A

dwelling-house,as such,contributesnothing to the revenue of its

inhabitant;and though itis,no doubt,extremelyusefultohim, itis
as his clothesand household furnitureareusefultohim, which,how-

ever,make a partofhisexpence,and not ofhisrevenue. Ifitisto be

let to a tenant forrent,asthe houseitselfcan producenothing)the

tenant must alwayspay the rentout ofsome otherrevenuewhich he

deriveseitherfrom labour,orstock,orland. Though a house,there-

fore,may yielda revenue to itsproprietor,and therebyserveinthe

functionof a capitalto him, itcannot yieldany to the public,nor

servein the functionof a capitalto it,and the revenueofthe whole

body ofthe peoplecan neverbe inthe smallestdegreeincreasedby it.

Clothes,and householdfurniture,inthe same manner,sometimes yield

.a[, Ce n'est pas cette maison qui produit elle-m_me ccs mille francs .... Le loyer d'une
matson n'est point pour la socidtd tree augmentation de revenu, une crdation de rlchesses
notrvellcs, il n'est au contraire qu'un mouvement, qu'Lm changement de maln.'--Mercier de
la Rivi_re, L'Ordre naturel et essentiel des Socitt6s i#ol_l_guts, x.:,mo ed., I767, vol. ii.,
p. x_,3, or in Daire's Pkysiocrates, p. 487.]
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a revenue, and thereby serve in the function of a capital to particular
persons. In countries where masquerades are common, it is a trade
to let out masquerade dresses for a night. Upholsterers frequently
let furniture by the month or by the year. Undertakers let the
furniture of funerals by the day and by the week. Many people
let furnished houses, and get a rent, not only for the use of the
house, but for that of the furniture. The revenue, however, which

is derived from such things, must always be ultimately drawn from
some other source of revenue. Of all parts of the stock, either of
an individual, or of a society, reserved ior immediate consumption,
what is laid out in houses is most slowly consumed. A stock of clothes
may last several years : a stock of furniture halfa century or a century :
but a stock of houses, well built and properly taken care of, may last
many centuries. Though the period of their total consumption, how-
ever, is more distant, they are still as really a stock reserved for im-
mediate consumption as either clothes or household furniture.

(2) the fixed The Second of the three portions into which the general stock of
capital,
whichcon- the society divides itself, is the fixed capital ; of which the characteristic
sistaof is, that it affords a revenue or profit without circulating or changing

masters. It consists chiefly of the four following articles :
ca)useful First, of all useful machines and instruments of trade which facilitate
machines,

and abridge labour :
(b)profitable Secondly, of all those profitable buildings which are the means of
buildings, procuring a revenue, not only to their proprietor who lets them for a

rent, but to the person who possesses them and pays that rent for them ;
such as shops, warehouses, workhouses, farmhouses, with all their
necessary buildings ; stables, granaries, &c. These are very different
from mere dwelling houses. They are a sort of instruments of trade,
and may be considered in the same light :

(c) improve- Thirdly, of the improvements of land, of what has been profitably laid
ments of
land, out in clearing, draining, enclosing, manuring, and reducing it into the

condition most proper for tillage and culture. An improved farm may
very justly be regarded in the same light as those useful 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 those machines, frequently requiring no other repairs than the most
profitable application of the farmer's capital employed in cultivating it :

and(d)ac- Fourthly,of the acquiredand usefulabilitiesof allthe inhabitants
quired and
useful or members of the society. The acquisition of such talents, by the
abilities, maintenance of the acquirer during his education, study, or apprentice-
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ship, always costs a real expence, which is a capital fixed and realized,

as it were, in his person. Those talents, as they make a part of his
fortune, so do they likewise of that of the society to which he belongs.
The improved dexterity of a workman may be considered in the same
light as a machine or instrument of trade which facilitates and abridges

labour, and which, though it costs a certain expence, repays that ex-
pence with a profit. 1

The Third and last of the three portions into which the general stock and(3_the
ctrcula ting

of the society naturally divides itself, is the circulating capital; of capital.
which con-

which the characteristic is, that it affords a revenue only by circulating sists of

or changing masters. It is composed likewise of four parts :
First, of the money by means of which all the other Lralfertilit'_ (a) the

• mo_ey,
circulated and distributed to their proper consumers : 2 ""- of tht

Secondly, of the stock of provisions which are in the possession or' (_)thestock
of provisions

the butcher, the grazier, the farmer, the corn-merchant, the brewer, _ntfiepos-sessionOf

&e. and from the sale of which they expect to derive a profit: the sellers,

Thirdly, of the materials, whether altogether rude, or more or less _c)the ma-t_.rials of

m_nufaetured, of clothes, furniture and building, which are not yet clothes,fur-' niture and

made up into any of those three shapes, but which remain in the hands braidings.
of the growers, the manufacturers, the mercers, and drapers, the
timber-merchants, the carpenters and joiners, the brick-makers, &c.

Fourthly, and lastly, of the work which is made up and completed, and(d)com-
pletedworkbut which is still in the hands of the merchant or manufacturer, and inthehands
of the mer-

not yet disposed of or distributed to the proper consumers; such as chantor
the finished work which we frequently find ready-made in the shops manufac-turer.
of the smith, the cabinet-maker, the goldsmith, the jeweller, the china-
merchant, &e. The circulating capital consists in this manner, of the
provisions, materials, and finished work of all kinds that are in the

hands of their respective dealers, and of the money that is necessary
for circulating and distributing them to those who are finally to use, or
to consume them.

Of these four parts three, provisions, materials, and finished work, Thelast

are, either annually, or in a longer or shorter period, regularly with- ofthreethePartscir-
drawn from it, and placed either in the fixed capital or in the stock culatingcapital are

reserved for immediate consumption, regularlywithdrawn

Every fixed capital is both originally derived from, and requires to fromit.
Every fixed

be continually supported by a circulating capital. All useful machines capitalis
and instruments of trade are originally derived from a circulating capital, derivedfrom and

which furnishes the materials of which they are made, and the main- supportedby a circula-
ting capital,

1[But in bk. i., ch. x., the remuneration of improved dexterity is treated as wages.]
s led. x reads ' users and consumers' here and eleven lines lower.]
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tenance of the workmen who make them. They require too a capital
of the same kind to keep them in constant repair,

andcannot No fixed capital can yield any revenue but by means of a circulating
yie_n_Y capital. The most useful machines and instruments of trade will pro.
withoutit. duce nothing without the circulating capital which affords the materials

they are employed upon, and the maintenance of the workmen who
employ them. Land, however improved, will yield no revenue with-
out a circulating capital, which maintains the labourers who cultivate
and collect its produce.

Theendof To maintain and augment the stock which m_y be reserved forboth fixed
and cireula- iven_ !;_te consumption, is the sole end and purpose both of the
ring capital
isto main- i_ay last s.;irculating capitals. It is this stock which feeds, clothes,
rainand but a s_ s the people. Their riches or poverty depends upon theaugment the

otherpartOf a_Dundant or sparing supplies which those two capitals can afford tothe stock.

the stock reserved for immediate consumption.
Thecireula- So great a part of the circulating capital being continually withdrawn
ring capital
i_keptup from it, in order to be placed in the other two branches of the general
bythepro- stock of the society; it must in its turn require continual supplies,duee of Jand,

mi,_o,and without which it would soon cease to exist. These supplies are prin-fisheries,

eipallydrawn from threesources,the produceofland,ofmines,and of

fisheries.These affordcontinualsuppliesof provisionsand materials,

of which part isafterwardswrought up intofinishedwork, and by

which are replaced the provisions, materials, and finished work con-

tinually withdrawn from the circulating capital. From mines too is
drawn what is necessary for maintaining and augmenting that part of
it which consists in money. For though, in the ordinary course of
business, this part is not, like the other three, necessarily withdrawn
from it, in order to be placed in the other two branches of the general
stock of the society, it must, however, like all other things, be wasted
and worn out at last, and sometimes too be either lost or sent abroad,

and must, therefore, require continual, though, no doubt, much smaller
supplies.

whichre- Land, mines, and fisheries, require all both a fixed and a circulating
_uire both
xedandcir- capital to cultivate them: and their produce replaces with a profit,

culating
capitalsto not only those capitals, but all the others in the society. Thus the
cultivate farmer annually replaces to the manufacturer the provisions which hethem,

had consumed and the materials which he had wrought up the year
before ; and the manufacturer replaces to the farmer the finished work
which he had wasted and worn out in the same t/me. This is the real

exchange that is annually made between those two orders of people,
though it seldom happens that the rude produce of the one and the
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manufactured produce of the other, are directly bartered for one
another ; because it seldom happens that the farmer sells his corn and
his cattle, his flax and his wool, to the very same person of whom he
chuses to purchase the clothes, furniture, and instruments of trade

which he wants. He sells, therefore, his rude produce for money,
with which he can purchase, wherever it is to be had, the manu-

factured produce he has occasion for. Land even replaces, in part
at least, the capitals with which fisheries and mines are cultivated. It
is the produce of land which draws the fish from the waters; and it
is the produce of the surface of the earth which extracts the minerals
from its bowels.

The produce of land, mines, and fisheries, when their natural fertility and.when
their fertility

is equal, is in proportion to the extent and proper application of the isequal.yield
capitals employed about them. When the capitals are equal and produceproportton-

equally well applied, it is in proportion to their natural fertility, ate tothecapital era-

In all countries where there is tolerable security, every man of ployed
Where there

common understanding will endeavour to employ whatever stock he is tolerable
security all

can command, in procuring either present enjoyment or future profit, stoCkis em-
Il it is employed in procuring present enjoyment, it is a stock reserved ployedinone or other

for immediate consumption. If it is employed in procuring future ofthethreeway_.

profit, it must procure this profit either by staying with him, or by
going from him. In the one case it is a fixed, in the other it is a cir-

culating capital A man must be perfeetly crazy who, where there is
tolerable security, does not employ all the stock which he commands,

whether it be his own or borrowed of other people, in some one or
other of those three ways.

In those unfortunate countries, indeed, where men are continually But in coun-
tries where

afraid of the violence of their superiors, they frequently bury and con- violence
ecal a great part of their stock, in order to have it always at hand to prevailsmuch stock

carry with them to some place of safety, in ease of their being threat- is huttedand con-

ened with any of those disasters to which they consider themselves as _eaied.
at all times exposed. This is said to be a common practice in Turkey,
in Indostan, and, I believe, in most other governments of Asia. It
seems to have been a common practice among our ancestors during the
violence of the feudal government. Treasure-trove was in those times

considered as no contemptible part of the revenue of the greatest
sovereigns in Europe. It consisted in such treasure as was found eon-

eealed in the earth, and to which no particular person could prove any
right. This was regarded in those times as so important an object, that
it was always considered as belonging to the sovereign, and neither to
the finder nor to the proprietor of the land, unless the right to it had



DIVISION OF STOCK [BK. II., CH. I

been conveyed to the latter by an express clause in his charter. It was
put upon the same footing with gold and silver mines, which, without
a special clause in the charter, were never supposed to be comprehended
in the general grant of the lands, though mines of lead, copper, tin,
and coal were, as things of smaller consequence.



CHAPTER II

OF MONEY CONSIDERED AS A PARTICULAR BRANCH OF THE GENERAL STOCK
OF THE SOCIETY° OR OF THE EXPENCE OF MAINTAINING THE NATIONAL
CAPITAL

IT has been shewn in the first Book, that the price of the greater Pricesare
divided into

part of commodities resolves itself into three parts, of which one three parts.
wages,

pays the wages of the labour, another the profits of the stock, and a profits,and
third the rent of the land which had been employed in producing and rent.
bringing them to market : that there are, indeed, some commodities of
which the price is made up of two of those parts only, the wages of
labour, and the profits of stock: and a very few in which it consists

altogether in one, the wages of labour: but that the price of every
commodity necessarily resolves itself into some one, or other, or all of
these three parts; every part of it which goes neither to rent nor to

wages, being necessarily profit to somebody.
Since this is the case, it has been observed, with regard to every andthewhole an-

particular commodity, taken separately ; it must be so with regard to nualproduceis divided
all the commodities which compose the whole annual produce of the intothe

same three
land and labour of every country, taken complexly. The whole price parts;

or exchangeable value of that annual produce, must resolve itself into
the same three parts, and be parcelled out among the different inhabit-
ants of the country, either as the wages of their labour, the profits of
their stock, or the rent of their land.

But though the whole value of the annual produce of the land and hutwe maydistinguish
labour of every country is thus divided among and constitutes a between

gross and
revenue to its different inhabitants ; yet as in the rent of a private netrevenue.
estate we distinguish between the gross rent and the neat rent, so may
we likewise in the revenue of all the inhabitants of a great country.

The gross rent of a private estate comprehends whatever is paid by Grossrentis the whole
the farmer ; the neat rent, what remains free to the landlord, after de- sumpaidby

the farmer ;
dueting the expence of management, of repairs, and all other necessary netrut
charges ; or what, without hurting his estate, he can afford to place in whatisicft

(_69)
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freetothe his stock reserved for immediate consumption, or to spend upon his
landlord.

table, equipage, the ornaments of his house and furniture, his private
enjoyments and amusements. His real wealth is in proportion, not to
his gross, but to his neat rent.

oro_sre- The gross revenue of all the inhabitants of a great country, eompre-venue is the

wholean- hends the whole annual produce of their land and labour ; the neat
nual pro-
duce. net revenue, what remains free to them after deducting the expence of
revenue
whatis left maintaining ; first, their fixed ; and, secondly, their circulating capital ;
free after
deducting or what, without encroaching upon their capital, they can place in
themain- their stock reserved for immediate consumption, or spend upon theirtenance of

fixedand subsistence, eonveniencies, and amusements. Their real wealth too is
circulating

capital, in proportion, not to their gross, but to their neat revenue.
Thewhole The whole expence of maintaining the fixed capital, must evidentlyexpencc of

maintaining be excluded from the neat revenue of the society. Neither the mate-the fixed

capitalmust rials necessary for supporting their useful machines and instruments of
beexcluded, trade, their profitable buildings, &c. nor the produce of the labour ne-

cessary for fashioning those 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 so employed may place the whole value of their
wages in their stock reserved for immediate consumption, But in
other sorts of labour, both the price and the produce go to this stock,
the price to that of the workmen, the produce to that of other people,
whose subsistence, conveniencies, and amusements, are augmented by
the labour of those workmen.

sincethe The intention of the fixed capital is to increase the productive powers
only object

of the fixed of labour, or to enable the same number of labourers to perform a much
capital is to

increasethe greater quantity of work. In a farm where all the necessary buildings,
productive
powersof fences, drains, communications, &e. are in the most perfect good order,
labour, the same number of labourers and labouring cattle will raise a much

greater produce, than in one of equal extent and equally good ground,
but not furnished with equal conveniencies. In manufactures the
same number of hands, assisted with the best machinery, will work up
a much greater quantity of goods than with more imperfect instruments

of trade. The expence which is properly laid out upon a fixed capital
of any kind, is always repaid with great profit, and increases the
annual produce by a much greater value than that of the support which
such improvements require. This support, however, still requires a
certain 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, clothing _mfl lodging,
the subsistence and conveniencies of the society, are thus diverted to
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another employment, highly _lvantageous indeed, but still different
from this one. It is upon this account that all such improvements in _ndany
mechanics, as enable the same number of workmen to perform an equal cheapeni_or simph-

quantityof work with cheaperand simplernmchincrythan had been fi_tionisregarded as

usualbefore,arealwaysregardedasadvantageoustoeverysociety. A agood.

certainquantityof materials,and the labourof a certainnumber of

workmen, which had beforebeen employed in supportinga more

complex and expensivemachinery,can afterwardsbe appliedto aug-

ment the quantityofwork which thatorany othermachinery isuseful

only forPerforming. The undertakerof some greatmanufactorywho

employsa thousanda-yearin the maintenanceof his machinery,ifhe

can reduce thisexpence to fivehundred,willnaturallyi employ the

otherfivehundred inpurchasingan additionalquantityof materialsto

be wrought up by an additionalnumber of workmen. The quantity

of that work, therefore,which his machinery was usefulonly for

performing,will naturallybe augmented, and with it all the ad-

vantage and conveniencywhich the societycan derivefrom that
work.

The cxpenee of maintaining the fixed capital in a great country, The costof
mmntaining

may very properly be compared to that of repairs in a private estate, thefixed
The expenee of repairs may frequently be necessary for supporting the cap,taiislike the cOst

produceof the estate,and consequentlyboth the grossand the neat ofrepairsonaL2 es_te_

rentof the landlord. When by a more proper direction,however,it

can be diminishedwithoutoccasioningany diminutionofproduce,the
grossrent remainsat leastthe same as before,and the neat rent is

necessarilyaugmented.

But though the whole cxpencc of maintainingthe fixedcapitalis buttheex-
pence of

thus necessarily excluded from the neat revenue of the society, it is maintaining
not the same ease with that of maintaining the circulating capital. Of thelastthreeparts of the

the four parts of which this latter capital is composed, money, pro- circulatingcapital is not

visions, materials, and finished work, the three last, it has already been to bede-ducted.
observed, arc regularly withdrawn from it, and placed either in the
fixed capital of the soeicty, or in their stock reserved for immediate

cousumption_ Whatever portion of those consumable goods is not
employed in maintaining the former, goes all to the latter, and makes
a part of the neat revenue of the society. The maintenance of those

three parts of the circulating capital, therefore, withdraws no portion
of the annual produce from the neat revenue of the society, besides
what is necessary for maintaining the fixed capital.

.I['There seems no reason what¢_,_- fq. supposing that th_ i_ nccessar/ly the 'natural'
action.]
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thecireuht- The circulating capital of a society is in this respect different from
ing capital
ofthe so- that of an individual. That of an individual is totally excluded from

cietybeing making any part of his neat revenue, which must consist altogether indifferent in

this respect his profits. But though the circulating capital of every individualfrom that of

an indi- makes a part of that of the society to which he belongs, it is not uponvidual
that account totally excluded from making a part likewise of their
neat revenue. Though the whole goods in a merchant's shop must

by no means be placed in his own stock reserved for immediate con-
sumption, 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 occasioning any diminution either of
his capital or of theirs. 1

Themain- Money, therefore, is the only part of the circulating capital of a
tenance of
the money society, of which the maintenance can occasion any diminution in their
a|one must
be deducted, neat revenue.

The money The fixed capital, and that part of the circulating capital which con-
resembles
the_xedca- sists in money, so far as they affect the revenue of the society, bear a

pital,since very great resemblance to one another.
{i}themain- First, as those machines and instruments of trade, &c. require a
tenance of
the stockof certain expence, first to erect them, and afterwards to suppoct them,
moneyis both which expences, though they make a part of the gross, are de-partof the

grosshut ductions from the neat revenue of the society; so the stock of moneynot of the

net revenue, which circulates in any country must require a certain expence, first to
collect it, and afterwards to support it, both which expences, though

they make a part of the gross, are, in the same manner, deductions from
the neat revenue of the society. A certain quantity of very valuable

materials, gold and silver, and of very curious labour, instead of aug-
mcnting the stock reserved for immediate consumption, the subsistence,
conveniencies, and amusements of individuals, is employed in supporting

that great but expensive instrument of commerce, by means of which
every individual in the society has his subsistence, conveniencies, and
amusements, regularly distributed to him in their proper proportion.

and (_) the Secondly, as the machines and instruments of trade, &c. which corn-
money itself
formsno pose the fixed capital either of an individual or of a society, make no
part of the part either of the gross or of the neat revenue of either ; so money, bynet revenue.

means of which the whole revenue of the society is regularly distri-

buted among all its different members, makes itself no part of that
revenue. The great wheel of circulation is altogether different from

1 [In this varaffraph the capital or stock of goods is confused with the goods themselves.
The _oods of'which the stock cons'r_, may become revenue, but the stock itself cannot. The
rnnintenano_ of astock, even of perishable and c(msumable goods, does fca-m a charge ou
labour of the society.]
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the goods which are circulated by means of it. The revenue of the
society consists altogether in those goods, and not in the wheel which
circulates them. In computing either the gross or the neat revenue of
any society, we must always, from their whole annual circulation of

money and goods, deduct the whole value of the money, of which not
a single farthing can ever make any part of either. 1

It is the ambiguity of language only which can make this proposition it only
appears to

appear either doubtful or paradoxical. When properly explained and dosofrom
understood, it is almost self-evident, the am-bigmty of

When we talk of any particular sum of money, we sometimes mean language,sums of

nothing but the metal pieces of which it is eompesed ; and sometimes moneybeingoften used
we include in our meaning some obscure reference to the goods which to indicate

the goods
can be had in exchange for it, or to the power of purchasing which purchase-

able as well
the possession of it conveys. Thus when we say, that the circulating as thecoins
money of England has been computed at eighteen millions, we mean themselves.

only to express the amount of the metal pieces, which some writers
have computed, or rather have supposed to circulate in that country.
But when we say that a man is worth fifty or a hundred pounds a-year,
we mean commonly to express not only the amount of the metal pieces
which are annually paid to him, but the value of the goods which he
can annually purchase or consume. We mean commonly to ascertain

what is or ought to be his way of living, or the quantity and quality of
the necessaries and convenieneies of life in which he can with propriety
indulge himself.

When, by any particular sum of money, we mean not only to express Wemust
not add both

the amount of the metal pieces of which it is composed, but to include together.
in its signification some obscure reference to the goods which can be
had in exchange for them, the wealth or revenue which it in this case
denotes, is equal only to one of the two values which are thus in-
timated somewhat ambiguously by the same word, and to the latter

more properly than to the former, to the money's worth more properly
than to the money.

Thus if a guinea be the weekly pension of a particular person, he If a manhas
a guinea a

can in the course of the week purchase with it a certain quantity of weekhe
subsistence, convenieneies, and amusements. In proportion as this enjoysaguinea's

quantity is great or small, so are his real riches, his real weekly wor_ ofsubsistence,

revenue. His weekly revenue is certainly not equal both to the ac.,
guinea, and to what can be purchased with it, but only to one or

1 [If it were not for the use of the old-fashioned term ' circulation' instead of the newer
' produce,' the explanation which follows would be unnecessary. No one could be suspected
of a desire to add all the money to the annual produce.]

VOL. L--18
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other of those two equal values ; and to the latter more properly than
to the former, to the guinea's worth rather than to the guinea.

andhisreal If the pension of such a person was paid to him, not in gold, but inrevenue Is
that subsist- a weekly bill for a guinea, his revenue surely would not so properly
ence,&c. Consistinthe pieceofpaper,asinwhat he couldgetforit. A guinea

may be consideredas a billfora certainquantityof necessariesand

convenienciesupon allthe tradesmen in the neighbourhood. The

revenueof the persontowhom itispaid,does not so properlyconsist

inthe pieceof gold,as inwhat he can get for it,or in what hc can

exchange itfor. Ifitcouldbe exchanged fornothing,itwould,like

a billupon a bankrupt,be of no more value than the most useless

piece of paper.
The sameis Though the weekly or yearly revenue of all the different inhabitants
true of all
theinhabit- of any country, in the same manner, may be, and in rca]ity frequently
ants of a
country, ispaidto them in money, theirrealriches,however, the realweekly

oryearlyrevenueof allof them taken together,must alwaysbe great

orsmallinproportiontothequantityofconsumablegoods which they

can allof them purchasewith thismoney. The whole revenueof all

of them taken togetherisevidentlynot equaltoboth the money and

the consumable goods; but onlyto one or otherof thosetwo values,

and tothe lattermore properlythan tothe former.

Though wc frequently,therefore,expressa person'srevenueby the

metal pieceswhich are annuallypaidtohim, itisbecausethe amount

ofthosepiecesregulatesthe extentofhispower of purchasing,or the

valueofthe goods which hc can annuallyaffordtoconsume. We still

considerhis revenueasconsistinginthispower of purchasingor con-

suming,and not inthe pieceswhich convey it.

Thecoins But if this is sufficiently evident even with regard to an individual,
annually
paidto an it is still more so with regard to a society. The amount of the metal
individual pieces which are annually paid to an individual, is often precisely equaloften equal

hisrevenue, to his revenue, and is upon that account the shortest and best expres-but the stock

ofcoinina sionofitsvalue. But the amount of the metal pieceswhich circulatesocietyis

neverec_ual ina society,can never be equalto the revenueofallitsmembers. AstOitswhole

revenue, the same guinea which pays the weekly pension of one man to-day,
may pay that of another to-morrow, and that of a third the day there-
after, the amount of the metal pieces which annually circulate in any
country, must always be of much less value than the whole money
pensions annually paid with them. But the power of purchasing, or 1
the goods which can successively be bought with the whole of those
money pensions as they are successively paid, must always be precisely

I[F--_L x does not contain 'or'.]



CH. Ill MONEY $75

of the same value with those pensions ; as must likewise be the revenue
of the different persons to whom they are paid. That revenue, there-
fore, cannot consist in those metal pieces, of which the amount is so
much inferior to its value, but in the power of purchasing, in the goods

which can successively be bought with them as they circulate from
hand to hand.

Money, therefore, the great wheel of circulation, the great instru- Moneyis
therefore no

ment of commerce, like all other instruments of trade, though it makes partof the
a part and a very valuable part of the capital, makes no part of the reven_eofthe society.

revenue of the society to which it belongs; and though the metal
pieces of which it is composed, in the course of their annual circulation,
distribute to every man the revenue which properly belongs to him,
they make themselves no part of that revenue.

Thirdly, and lastly, the machines and instruments of trade, &e. (3)Every
saving in

which compose the fixed capital, bear this further resemblance to that thecostof
part of the circulating capital which consists in money ; that as every themalntaininstocko_
saving in the expenee of erecting and supporting those machines, which moneyisanimprove-

does not diminish the productive powers of labour, is an improvement ment.
of the neat revenue of the society ; so every saving in the expence of
collecting and supporting that part of the circulating capital which
consists in money, is an improvement of exactly the same kind.

It is sufficiently obvious, and it has partly too been explained already,

in what manner every saving in the expence of supporting the fixed
capital is an improvement of the neat revenue of the society. The
whole capital of the undertaker of every work is necessarily divided
between his fixed and his circulating capital. While his whole capital
remains the same, the smaller the one part, the greater must neces-
sarily be the other. It is the circulating capital which furnishes the
materials and wages of labour, and puts industry into motion. Every
saving, therefore, in the expence of maintaining the fixed capital,
which does not diminish the productive powers of labour, must increase
the fund which puts industry into motion, and consequently the annual
produce of land and labour, the real revenue of every society.

The substitution of paper in the room of gold and silver money, The substi-
tutionOf

replaces a very expensive instrument of commerce with one much less paperfor
costly, and sometimes equally convenient. Circulation comes to be soldmoneyis an ira-

carried on by a new wheel, which it costs less both to erect and to provement.

maintain than the old one. But in what manner this operation is
performed, and in what manner it tends to increase either the gross or
the neat revenue of the society, is not altogether so obvious, and may
therefore require some further explication.
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_nk ,,ote_ There are several different sorts of paper money ; but the circulating
are the best

of paper notes of banks and bankers are the species which is best known, and
money, which seems best adapted for this purpose.

When the people of any particular country have such confidence in
the fortune, probity, and prudence of a particular banker, as to believe

that he is always ready to pay upon demand such of his promissory
notes as are likely to be at any time presented to him ; those notes

come to have the same currency as gold and silver money, from the
confidence that such money can at any time be had for them.

Whena A particular banker lends among his customers his own promissory
banker lends
nut£_0o.ooo notes, to the extent, we shall suppose, of a hundred thousand pounds.
in notesand As those notes serve all the purposes of money, his debtors pay himkeeps m

handonly the same interest as if he had lent them so much money. This inter-_¢2o,oooin
goldandsil- est is the source of his gain. Though some of those notes are con-
vet, _fSo,o_o
in golda_ tinually coming back upon him for payment, part of them continue to
silver is
spar_ from circulate for months and years together. Though he has generally in
the circula-
tion: circulation, therefore, notes to the extent of a hundred thousand

pounds, twenty thousand pounds in gold and silver may, frequently,
be a sufficient provision for answering occasional demands. By this

operation, therefore, twenty thousand pounds in gold and silver per-
form all the functions which a hundred thousand could otherwise have

performed. The same exchanges may be made, the same quantity of
consumable goods may be circulated and distributed to their proper
consumers, by means of his promissory notes, to the value of a hundred
thousand pounds, as by an equal value of gold and silver money.
Eighty thousand pounds of gold and silver, therefore, can, in this
manner, be spared from the circulation of the country ; and if different
operations of the same kind should, at the same time, be carried on
by many different banks and bankers, the whole circu|ation may thus
be conducted with a fifth part only of the gold and silver which would
otherwise have been requisite.

andif many Let us suppose, for example, that the whole circulating money of
bankers do
the same, some particular country amounted, at a particular time, to one million
four-fifths of
t_gold and sterling, that sum being then sufficient for circulating the whole
silverpre- annual produce of their land and labour. Let us suppose too, thatvionsly cir-

euhting some time thereafter, different banks and bankers issued promissorymay be sent

abr_d, notes, payable to the bearer, to the extent of one million, reserving in
their different coffers two hundred thousand pounds for answering
occasional demands. There would remain, therefore, in circulation,

eight hundred thousand pounds in gold and silver, and a million of
bank notes, or eighteen hundred thousand pounds of paper and money
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together. But the annual produce of the land and labour of the

country had before required only one million to circulate and distri-
bute it to its proper consumers, and that annual produce cannot be

immediately augmented by those operations of banking. One million,
therefore, will be su_cient to circulate it after them. The goods to

be bought and sold being precisely the same as before, the same
quantity of money will be sufficient for buying and selling them. The
channel of circulation, if I may be allowed such an expression, will
remain precisely the same as before. One million we have supposed
sufficient to fill that channel. Whatever, therefore, is poured into it
beyond this sum, cannot run in it, but must overflow. One million

eight hundred thousand pounds are poured into it. Eight hundred
thousand pounds, therefore, must overflow, that sum being over and
above what can be employed in the circulation of the country. But
though this sum cannot be employed at home, it is too valuable to be
allowed to lie idle. It will, therefore, be sent abroad, in order to
seek that profitable employment which it cannot find at home. But
the paper cannot go abroad; because at a distance from the hanks

which issue it, and from the country in which payment of it can be
exacted by law, it will not be received in common payments. Gold
and silver, therefore, to the amount of eight hundred thousand pounds
will be sent abroad, and the channel of home circulation will remain

filled with a million of paper, instead of the million of those metals
which filled it before.

But though so great a quantity of gold and silver is thus sent abroad, andex-
changedfor

we must not imagine that it is sent abroad for nothing, or that its goods,
proprietors make a present of it to foreign nations. They will ex-
change it for foreign goods of some kind or another, in order to supply
the consumption either of some other foreign country, or of their own.

If they employ it in purchasing goods in one foreign country in eitherto
order to supply the consumption of another, or in what is called the supplythecoNsump-

carrying trade, whatever profit they make will be an addition to the tionofanother

neat revenue of their own country. It is like a new fund, created for country,it,which case

carrying on a new trade; domestic business being now transacted by thepro_twill be an

paper, and the gold and silver being converted into a fund for this additionto
the net re-

new trade, venue of the

If they employ it in purchasing foreign goods for home consumption, country,or to supply

they may either, first, purchase such goods as are likely to be con- homecon-sumption(t)
sumed by idle people who produce nothing, such as foreign wines, of luxuries,

(_) of rnateri-

foreign silks, &c. ; or, secondly, they may purchase an additional stock ah_.toolsand
provisions

of materials, tools, and provisions, in order to maintain and employ an wherewith
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industrious additional number of industrious people, who re-produce, with a profit,
people are
maintained the value of their annual consumption.
and em-

ployed. So far as it is employed in the first way, it promotes prodigality,
If to supply increases expence and consumption without increasing production, orluxuries,

prodigality establishing any permanent fund for supporting that expenee, and isand con-

sumption in every respect hurtful to the society.are m-

c_ea_ed. So far as it is employed in the second way, it promotes industry ;
if tosupply and though it increases the consumption of the society, it provides amaterials,

&c..a per- permanent fund for supporting that consumption, the people whomanent fund

forsup- consume re-producing, with a profit, the whole value of their annual
porting con-
sumpttonis consumption. The gross revenue of the society, the annual produce
provided.

of their land and labour, is increased by the whole value which the
labour of those workmen adds to the materials upon which they are
employed; and their neat revenue by what remains of this value,
after deducting what is necessary for supporting the tools and instru-
ments of their trade.

Thegreater That the greater part of the gold and silver which, being forced
part of the
goldand abroad by those operations of banking, is employed in purchasing
silver sent
abroadput- foreign goods for home consumption, is and must be employed in
chasesma- purchasing those of this second kind, seems not only probable butteria|s, &c.

almost unavoidable. Though some particular men may sometimes
increase their expence very considerably though their revenue does
not increase at all, we may be assured that no class or order of men

ever does so ; because, though the principles of common prudence do
not always govern the conduct of every individual, they always influ-
ence that of the majority of every class or order. But the revenue
of idle people, considered as a class or order, cannot, in the smallest
degree, be increased by those operations of banking. Their expenee
in general, therefore, cannot be much increased by them, though that
of a few individuals among them may, and in reality sometimes is.
The demand of idle people, therefore, for foreign goods, being the same,
or very nearly the same, as before, a very small part of the money,
which being forced abroad by those operations of banking, is employed
in purchasing foreign goods for home consumption, is likely to be em-
ployed in purchasing those for their use. The greater part of it will
naturally be destined for the employment of industry, and not for the
maintenance of idleness.

Thequao- When we compute the quantity of industry which the circulating
tityof in- capital of any society can employ, we must always have regard to thosedustr 7 which

theclrcula- paJ*ts of it only, which eonsist in provisions, materials, and finishedtlng capital

can employ work: the other, which consists in money, and which serves only to
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circulate those three, must always be deducted. In order to put isdete_-mined by the

industry into motion, three things are requisite; materials to work provisions.materials,
upon, tools to work with, and the wages or recompence for the sake of andfinished

work, and
which the work is done. Money is neither a material to work upon, not at allby

the quantity
nor a tool to work with; and though the wages of the workman are of money.
commonly paid to him in money, his real revenue, like that of all other
men, consists, not in the money, but in the money's worth ; not in the
metal pieces, but in what can be got for them.

The quantity of industry which any capital can employ, must, evi-
dently, be equal to the number of workmen whom it can supply with
materials, tools, and a maintenance suitable to the nature of the work.

Money may be requisite for purchasing the materials and tools of the
work, as well as the maintenance of the workmen. But the quantity
of industry which the whole capital can employ, is certainly not equal
both to the money which purchases, and to the materials, tools, and
maintenance, which are purchased with it ; but only to one or other of
those two values, and to the latter more properly than to the former.

When paper is substituted in the room of gold and silver money, the Thesubsti-tutionof
quantity of the materials, tools, and maintenance, which the whole paperfor
circulating capital can supply, may be increased by the whole value goldandsilver in-

of gold and silver which used to be employed in purchasing them. creasesthematerials,

The whole value of the great wheel of circulation and distribution, is tools,andmainte-

added to the goods which are circulated and distributed by means of nanseat the
expense of

it. The operation, in some measure, resembles that of the undertaker thegoldand
silver

of some great work, who, in consequence of some improvement in money.
mechanics, takes down his old machinery, and adds the difference
between its price and that of the new to his circulating capital, to the
fund from which he furnishes materials and wages to his workmen. 1

What is the proportion which the circulating money of any country Thequan-
bears to the whole value of the annual produce circulated by means of tityofmoney bears

it, it is, perhaps, impossible to determine. It has been computed by a smallpro-portion to

different authors at a fifth, at a tenth, at a twentieth, and at a thirtieth the wholeproduce, but

part of that vahie. 2 But how small soever the proportion which the a hrgeoneto that part
circulating money may bear to the whole value of the annual produce, destinedtomaintain in-
as but a part, and frequently but a small part, of that produce, is dusaT.
ever destined for the maintenance of industry, it must always bear a
very considerable proportion to that part. When, therefore, by the
substitution of paper, the gold and silver necessary for circulation is

x [Above, pp. 270, 27L]
2 _Petty's estimate in Yerbum Scz_ienti is _4o,ooo,coo for the income and _6,ooo,cco for the

coin. Gregory King's estimate is £43,5oo,ooo for the income and no less than £zx,5oo,ooo
for the coin, in Geo. Cbalmers, Estimate, i8oz, pp. 4_3, 427 .]
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reduced to, perhaps, a fifth part of the former quantity, if the value
of only the greater part of the other four-fifths be added to the funds
which are destined for the maintenance of industry, it must make a

very considerable addition to the quantity of that industry, and, conse-
quently, to the value of the annual produce of land and labour.

Anop_ra- An operation of this kind has, within these five-and-twenty or thirty
tion of thts
kindhasbeen years, been performed in Scotland, by the erection of new banking
carriedout companies in almost every considerable town, and even in somein Scotland

with excel- country villages. 1 The effects of it have been precisely those abovelent effects.

described. The business of the country is almost entirely carried on
by means of the paper of those different banking companies, with
which purchases and payments of all kinds are commonly made.
Silver very seldom appears except in the change of a twenty shillings
bank note, and gold still seldomer. But though the conduct of all
those different companies has not been unexceptionable, and has ac-
cordingly required an act of parliament to regulate it; the eountry,_

notwithstanding, has evidently derived great benefit from their trade.
I have heard it asserted, that the trade of the city of Glasgow,
doubled in about fifteen years after the first erection of the hanks

there ; and that the trade of Scotland has more than quadrupled since
the first erection of the two public banks at Edinburgh, of which the
one, called The Bank of Scotland, was established by act of parliament
in 1695 ; the other, called The Royal Bank, by royal charter in 1727. a
Whether the trade, either of Scotland in general, or of the city of
Glasgow in particular, has really increased in so great a proportion,
during so short a period, I do not pretend to know. If either of them
has increased in this proportion, it seems to be an effect too great to be
accounted for by the sole operation of this cause. That the trade and
industry of Scotland, however, have increased very considerably during
this period, and that the banks have contributed a good deal to this
increase, cannot be doubted.

Therewas The value of the silver money which circulated in Scotland before
at the Union
at leasta the union, in 1707, and which, immediately after it, was brought
million ster-
ling of gold into the bank of Scotland in order to be re-coined, amounted to
andsilver 411,117/. 10S. 9d. sterling. No account has been got of the goldmoney, and

nowthereis COin ; but it appears from the ancient accounts of the mint of Scotland,not half a

rail!ion, that the value of the gold annually coined somewhat exceeded that of

the silver. 4 There were a good many people too upon this occasion,

1 [Below, p. 29L] 2 [Misprinted ' contrary' in ed, 5.]
:[Adam Anderson, Commerce, A.D. 169.5. ]
4 1See Ruddlman's Preface to Anderson's D'ploraat% &e. Scotize. [Pp. 84, 85. See above,

p. 2x_, note.]
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who, _om a diffidence of repayment, did not bring their silver into the
bank of Scotland: and there was, besides, some English coin, which
was not called in. 1 The whole value of the gold and silver, therefore,
which circulated in Scotland before the union, cannot be estimated at

less than a million sterling. It seems to have constituted almost the
whole circulation of that country; for though the circulation of the
bank of Scotland, which had then no rival, was considerable, it seems

to have made but a very small part of the whole. In the present
times the whole circulation of Scotland cannot be estimated at less

than two millions, of which that part which consists in gold and silver,
most probably, does not amount to half a million. But though the
circulating gold and silver of Scotland have suffered so great a diminu-
tion during this period, its real riches and prosperity do not appear to
have suffered any. Its agriculture, manufactures, and trade, on the
contrary, the annual produce of its land and labour, have evidently
been augmented.

It is chiefly by discounting bills of exchange, that is, by advancing Notesare
ordinarily

money upon them before they are due, that the greater part of banks i_suedby
discounting

and bankers issue their promissory notes. They deduct always, upon bills.
whatever sum they advance, the legal interest till the bill shall become
due. The payment of the bill, when it becomes duc, replaces to the
bank the value of what had been advanced, together with a clear profit
of the interest. The banker who advances to the merchant whose

bill he discounts, not gold and silver, but his own promissory notes,
has the advantage of being able to discount to a greater amount by
the whole value of his promissory notes, which he finds by experience,
are commonly in circulation. He is thereby enabled to make his clear
gain of interest on so much a larger sum.

The commerce of Scotland, which at present is not very great, was batthe
Scotch

still more inconsiderable when the two first banking companies were banks m

established ; and those companies would have had but little trade, had ventedthesystem of

they confined their business to the discounting of bills of exchange, cashac-_ounts_

They invented, therefore, another method of issuing their promissory
notes ; by granting, what they called, cash accounts, that is by giving
credit to the extent of a certain sum (two or three thousand pounds,
for example), to any individual who could procure two persons of
undoubted credit and good landed estate to become surety for him,

l [, The folly of a few misers or the fear that people might have of losing their money, or
vaxious other dangers and accidents, prevented very many of the old Scots coins from being
broughtin,'_.c_t.,p, x75. Ruddiman in a note, oP. cit., p. 231, says : 'TheEnglishenin
was also ordained to be called in,' but does not include it in h_ estimate of not less than
Ls_o,ooo, p. i_.J
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that whatever money should be advanced to him, within the sum for
which the credit had been given, should be repaid upon demand,

together with the legal interest. Credits of this kind are, I believe,
commonly granted by banks and bankers in all different parts of the

world. But the easy terms upon which the Scotch banking companies
accept of re-payment arc, so far as I know, peculiar to them, and have,
perhaps, been the principal cause, beth of the great trade of those
companies, and of the benefit which the country has received from it.

whichen- Whoever has a credit of this kind with one of those companies, and
able them to
issuenotes borrows a thousand pounds upon it, for example, may repay this sum
readily, piece-meal, by twenty and thirty pounds at a time, the company dis-

counting a proportionable part of the interest of the great sum from
the day on which each of those small sums is paid in, till the whole
be in this manner repaid. All merchants, therefore, and almost all
men of business, find it convenient to keep such cash accounts with
them, and are thereby interested to promote the trade of those com-
panies, by readily receiving their notes in all payments, and by en-
couraging all those with whom they have any influence to do the same.
The banks, when their customers apply to them for money, generally
advance it to them in their own promissory notes. These the merchants
pay away to the manufacturers for goods, the manufacturers to the
farmers for materials and provisions, the farmers to their landlords for
rent, the landlords repay them to the merchants for the conveniencies

and luxuries with which they supply them, and the merchants again
return them to the banks in order to balance their cash accounts, or

to replace what they may have borrowed of them ; and thus almost
the whole money business of the country is transacted by means of
them. Hence the great trade of those companies.

andmakett By means of those cash accounts every merchant can, without im-
possiblefor
everymer- prudence, carry on a greater trade than he otherwise could do. If
chantto there are two merchants, one in London, and the other in Edinburgh,carry on a

greater trade who employ equal stocks in the same branch of trade, the Edinburghthan he

otherwme merchant can, without imprudence, carry on a greater trade, and givecould.

employment toa greaternumber ofpeoplethan the London merchant.

The London/nerchant must alwayskeep by him a considerablesum of

money, eitherin hisown coffers,orinthoseof his banker,who gives

him no interestfor it,in order to answer the demands continually

coming upon him forpayment of the goods which he purchasesupon

credit. Let the ordinaryamount ofthissum besupposedfivehundred

pounds. The valueof the goods inhiswarehouse must alwaysbe less

by fivehundred pounds than itwould have been, had hc not been
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obliged to keep such a sum unemployed. Let us suppose that he
generally disposes of his whole stock upon hand, or of goods to the
value of his whole stock upon hand, once in the year. By being
obliged to keep so great a sum unemployed, he must sell in a year
five hundred pounds worth less goods than he might otherwise have
done. His annual profits must be less by aLl that he could have
made by the sale of five hundred pounds worth more goods; and the
number of people employed in preparing his goods for the market,
must be less by all those that five hundred pounds more stock could
have employed. The merchant in Edinburgh, on the other hand,
keeps no money unemployed for answering such occasional demands.
When they actually come upon him, he satisfies them from his cash
account with the bank, and gradually replaces the sum borrowed
with the money or paper which comes in from the occasional sales of
his goods. With the same stock, therefore, he can, without imprudence,
have at all times in his warehouse a larger quantity of goods than the
London merchant; and can thereby both make a greater profit him-
self, and give constant employment to a greater number of industrious
people who prepare those goods for the market. Hence the great
benefit which the country has derived from this trade.

The facility of discounting bills of exchange, it may be thought The Seotc_
banks can of

indeed, gives the English merchants a convenicncy equivalent to the coursedis-
cash accounts of the Scotch merchants. But the Scotch merchants, it count billswhen re-

must be remembered, can discount their bills of"exchange as easily as quired.
the English merchants; and have, besides, the additional eonveniency
of their cash accounts.

The whole paper money of every kind which can easily circulate in Thewhole
of the paper

any country never can exceed the value of the gold and silver, of which moneycan
it supplies the place, or which (the commerce being supposed the same) neverexceedthe gold and

would circulate there, if there was no paper money. If twenty shilling silver whichwould have

notes, for example, are the lowest paper money current in Scotland, the beenre-quiredin its

whole of that currency which can easily circulate there cannot exceed absence.
the sum of gold and silver which would be necessary for transacting the
annual exchanges of twenty shillings value and upwards usually trans-

acted within that country. Should the circulating paper at any time
exceed that sum, as the excess could neither be sent abroad nor be em-

ployed in the circulation of the country, it must immediately return
upon the hanks to be exchanged for gold and silver. Many people
would immediately perceive that they had more of this paper than was
neeea_a'y for transaetlng their business at home, and as they could not
send it abroad, they would immediately demand payment of it from
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the banks. When this superfluous paper was converted into gold and
silver, they could easily find a use for it by sending it abroad ; but they
could find none while it remained in the shape of paper. There would
immediately, therefore, be a run upon the banks to the whole extent
of this superfluous paper, and, if they shewed any difficulty or back-
wardness in payment, to a much greater extent ; the alarm, which this
would occasion, necessarily increasing the run.

Thepeculiar Over and above the expenees which are common to every branch of
expenses of
abankare¢I) trade ; such as the expence of house-rent, the wages of servants, clerks,
the keeping
and (2) the accountants, &c. ; the expences peculiar to a bank consist chiefly in two
replemshing articles : First, in the expence of keeping at all times in its coffers, forof a stock of

moneywith answering the occasional demands of the holders of its notes, a largewhich to

repaynote_, sum of money, of which it loses the interest : And, secondly, in the
expenee of replenishing those coffers as fast as they are emptied by
answering such occasional demands.

A bank A banking company, which issues more paper than can be employed
which Issues
toomuch in the circulation of the country, and of which the excess is continually
paper wi.ll returning upon them for payment, ought to increase the quantity ofmuch -

creaseboth gold and silver, which they keep at all times in their coffers, not onlythe first

in proportion to this excessive increase of their eireulation, but in a

much greater proportion ; their notes returning upon them much faster
than in proportion to the excess of their quantity. Such a company,
therefore, ought to increase the first article of their expcnee, not only

in proportion to this forced increase of their business, but in a much
greater proportion.

andthe The coffers of such a company too, though they ought to be filled
second ex-
pend. much fuller, yet must empty themselves much faster than if their

business was confined within more reasonable bounds, and must re-

quire, not only a more violent, but a more constant and uninterrupted
exertion of cxpence in order to replenish them. The coin too, which
is thus continually drawn in such large quantities from their coffers,
cannot be employed in the circulation of the country. It comes in
place of a paper which is over and above what can be employed in
that circulation, and is therefore over and above what can be employed
in it too. But as that coin will not be allowed to lie idle, it must, in

one shape or another, be sent abroad, in order to find that profitable
employment which it cannot find at home ; and this continual exporta-
tion of gold and silver, by enhancing the difficulty, must necessarily
enhance still further the expenee of the bank, in finding new gold and
silver in order to replenish those coffers, which empty themselves so very

rapidly. Such a company, therefore, must, in proportion to this forced
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increase of their business, increase the second article of their expence
still more than the first.

Let us suppose that all the paper of a particular bank, which the cir- as maybe
shown by an

eulation of the country can easily absorb and employ, amounts exactly example.
tO forty thousand pounds ; and that for answering occasional demands,
this bank is obliged to keep at all times in its coffers ten thousand
pounds in gold and silver. Should this bank attempt to circulate
forty-four thousand pounds, the four thousand pounds which are over
and above what the circulation can easily absorb and employ, will re-
turn upon it almost as fast as they are issued. For answering occasional
demands, therefore, this bank ought to keep at all times in its coffers,
not eleven thousand pounds only, but fourteen thousand pounds. It
will thus gain nothing by the interest of the four thousand pounds ex-
cessive circulation ; and it will lose the whole expence of continually

collecting four thousand pounds in gold and silver, which will be
continually going out of its coffers as fast as they are brought into
them.

Had every particular banking company always understood and Bankshavesometimes
attended to its own particular interest, the circulation never could have notunder-
been overstOcked with paper money. But every particular banking stoodthis.
eompany has not always understood or attended to its own particular
interest, and the circulation has frequently been overstocked with
paper money.

By issuing too great a quantity of paper, of which the excess was _¢.. theBank of
continually returning, in order to be exchanged for gold and silver, England.
the bank of England was for many years together obliged to coin gold
tO the extent of between eight hundred thousand pounds and a milhon
a year ; or at an average, about eight hundred and fifty thousand
pounds. 1 For this great coinage the bank (in consequence of the worn
and degraded state into which the gold coin had fallen a few years
ago) was frequently obliged to purchase gold bullion at the high price
of four pounds an ounce, which it soon after issued in coin at 3 l. 17 s.
10½d. an ounce, losing in this manner between two and a half and
three per cent. upon the coinage of so very large a sum. Though the
bank therefore paid no seignorage, though the government was pro-
perly at the expenee of the eoinage, this liberality of government did
not prevent altogether the expenee of the hank.

* [From .766 to *772 inclusive the coinage averaged about _8,o,ooo per annum. The
amount for 'ten years together' m stated below, vol. ii., pp. 5x, 56, to have _ upwards of
_c18oo,ooo ayear, though the average for the ten years .763-.77_ was only _7(m,ooo. But the
m usiou of the large coinage of *773, viz., ._x,3,7,645, would raise these averages con-
sider'ably. See the figures at the end of each year in Macpherson, Annals of Commerce.]
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tadthe The Scotch banks, in consequence of an excess of the same kind,
Scotch
b_k_. were all obliged to employ constantly agents at London to collect

money for them, at an expence which was seldom below one and a half

or two per cent. This money was sent down by the waggon, and in-
sured by the carriers at an additional expence of three quarters per
cent. or fiKeen shillings on the hundred pounds. Those agents were
not always able to replenish the coffers of their employers so fast as
they were emptied. In this case the resource of the banks was, to
draw upon their correspondents in London bills of exchange to the
extent of the sum which they wanted. When those correspondents
afterwards drew upon them for the payment of this sum, together with
the interest and a commission, some of those banks, from the distress
into which their excessive circulation had thrown them, had sometimes

no other means of satisfying this draught but by drawing a second set
of bills either upon the same, or upon some other correspondents in
London ; and the same sum, or rather bills for the same sum, would in

this manner make sometimes more than two or three journies: the
debtor bank, paying always the interest and commission upon the
whole accumulated sunL Even those Scotch banks which never dis-

tinguished themselves by their extreme imprudence, were sometimes
obliged to employ this ruinous resource.

The gold coin which was paid out either by the bank of Emgland, 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 likewise over and above what could be employed in that circulation,
was sometimes sent abroad in the shape of coin, sometimes melted
down and sent abroad in the shape of bullion, and sometimes melted
down and sold to the bank of England at the high price of four pounds
an ounce. It was the newest, the heaviest, and the best pieces only
which were carefully picked out of the whole coin, and either sent
abroad or melted down. At home, and while they remained 1 in the
shape of coin, those 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. The bank of Emgland, notwithstanding their great

annual coinage, found to their astonishment, that there was every
year the same scarcity of coin as there had been the year before ; and
that notwithstanding the great quantity of good _nd new coin which

was every year issued from the bank, the state of the coin, instead
of growing better and better, became every year worse and worse.
Every year they found themselves under the necessity of coining

1 [Misprinted'remain'in ed. 5.]
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nearly the same quantity of gold as they had coined the year before,
and from the continual rise in the price of gold bullion, in consequence
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 observed, by supplying its own coffers

with coin, is indirectly obliged to supply the whole kingdom, into
which coin is continually flowing from those coffers in a great variety
of ways. Whatever coin therefore was wanted to support this excessive
circulation both of Scotch and English paper money, whatever vacuities
this excessive circulation occasioned in the necessary coin of the king-
dom, the hank of England was obliged to supply them. The Scotch
hanks, 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 imprudence of
almost all the Scotch banks.

The over-trading of some bold projectors in both parts of the united Theex_s-sive circula-

kingdom, was the original cause of this excessive circulation of paper tion was
caused by

money, overtrading

What a bank can with propriety advance to a merchant or under- A baok
ought not to

taker of any kind, is not either the whole capital with which he trades, advance
more than

or even any considerable part of that capital ; but that part of it only, the amount
which he would otherwise be obliged to keep by him unemployed, whichmet-chants would

and in ready money for answering occasional demands. If the paper other_sehave to keep

money which the bank advances never exceeds this value, it can never by themincash

exceed the value of the gold and silver, which would neeessarily
circulate in the country if there was no paper money ; it can never
exceed the quantity whieh the cireulation of the eountry can easily
absorb and employ.

When a bank discounts to a merchant a real bill of exchange drawn Thislimitis
observed

by a real creditor upon a real debtor, and which, as soon as it becomes whenonly
real bills of

due, is really paid by that debtor ; it only advances to him a Part of the exchangeare
value which he would otherwise be obliged to keep by him unemployed discount_.

and in ready money for answering occasional demands. The payment of
the bill, when it beeomes due, replaces to the bank the value of what
it had advanced, together with the interest. The coffers of the bank,
so far as its dealings are confined to sueh customers, resemble a water
pond, from which, though a stream is continually running out, yet
another is eontinually runnin_ ill, fully equal to that which runs out ;
so that, without any further care or attention, the pond keeps always
equally, or very near equally full. Little or no expenee can ever be
necessary for replenishing the coffers of sueh a hank.
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Cashac- A merchant, without over-trading, may frequently have occasion for
counts

shouldbe a sum of ready money, even when he has no bills to discount. When
carefully
watchedto a bank, besides discounting his bills, advances him likewise upon such
securethe occasions, such sums upon his cash account, and accepts of a piece mealsame end,

repayment as the money comes in from the occasional sale of his goods,
upon the easy terms of the banking companies of Scotland ; it dispenses
him entirely from the necessity of keeping any part of his stock by him
unemployed and in ready money for answering occasional demands.
When such demands actually come upon him, he can answer them
sufficiently from his cash account. The bank, however, in dealing
with such customers, ought to observe with great attention, whether
in the course of some short period (of four, five, six, or eight months,
for example) the sum 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 course of such short periods,
the sum of the repayments from certain customers is, upon most
occasions, fully equal to that of the advances, it may safely continue to
deal with such customers. Though the stream which is in this ease

continually running out from its coffers may be very large, that which
is continually running into them must be at least equally large; so
that without any further care or attention those coffers are likely to be
always equally or very near equally full; and scarce ever to require
any extraordinary expenee to replenish them. If, on the contrary, the
sum of the repayments from certain other customers falls commonly very
much short of the advances which it makes to them, it cannot with

any safety continue to deal with such customers, at least if they
continue to deal with it in this manner. The stream which is in this

ease continually running out from its coffers is necessarily much larger
than that which is continually running in; so that, unless they are

replenished by some great and continual effort of expence, those
coffers must soon be exhausted altogether.

as theywere The banking companies of Scotland, accordingly, were for a long
for a long
time by the time very careful to require frequent and regular repay_aents from all
Scotch

banks,which their customers, and did not care to deal with any person, whatever
requiredfre- might be his fortune or credit, who did not make, what they called,quent and

regular frequent and regular operations with them. By this attention, besides
operations,

saving almost entirely the extraordinary expence of replenishing their
coffers, they gained two other very considerable advantages.

andthus(x) First, by this attention they were enabled to make some tolerable
were able to

iudgeof the judgment concerning the thriving or declining circumstances of their
circum-
_nces of debtors, without being obliged to look out for any other evidence
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besides what their own books atTorded them ; men being for the most theirdebt-
part either regular or irregular in their repayments, according as their ors,
circumstances are either thriving or declining. A private man who

lends out his money to perhaps half a dozen or a dozen of debtors, may,
either by himself or his agents, observe and enquire both constantly
and carefully into the conduct and situation of each of them. But a
banking company, which lends money to perhaps five hundred dif-
ferent people, and of which the attention is continually oeeupied by
objects of a very different kind, can have no regular information
concerning the conduct and circumstances of the greater part of its
debtors beyond what its own books afford ira In requiring frequent
and regular repayments from all their eustomers, the banking companies
of Seotland had probably this advantage in view.

Secondly, by this attention they secured themselves from the und(2)were
_ecurcd

possibility of issuing more paper money than what the circulation of against
issuing too

the country could easily absorb and employ. When they observed, mu_hpaper.
that within moderate periods of time the repayments of a particular
customer were upon most occasions fully equal to the advances which
they had made to him, they might be assured that the paper money
which they had advaneed to him, had not at any time exceeded the

quantity of gold and silver which he would otherwise have been
obliged to keep by him for answering occasional demands ; and that,
consequently, the paper money, which they had circulated by his
means, had not at any time exceeded the quantity of gold and silver
which would have circulated in the country, had there been no paper
money. The frequeney, regularity and amounts of his repayments
would sufficiently demonstrate that the amount of their advances had
at no time exceeded that part of his capital which he would otherwise
have been obliged to keep by him unemployed and in ready money °
for answering occasional demands ; that is, for the purpose of keeping
the rest of his capital in constant employment. It is this part of his
capital only which, within moderate periods of time, is continually
returning to every dealer in the shape of money, whether paper or
coin, and continually going from him in the same shape. If the ad-
vances of the bank had commonly exceeded this part of his capital,
the ordinary amount of his repayments could not, within moderate
periods of time, have equalled the ordinary amount of its advances.
The stream which, by means of his dealings, was continually running

into the coffers of the bank, could not have been equal to the stream

1[But as Playfair(ed. of Wealth of Nations, vol, i., p. 472)points out, the morecustomers
a bank hasthe more it is likelyto know the transactionsof each of them.]
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which, by means of the same dealings, was continually running out.
The advances of the bank paper, by exceeding the quantity of gold
and silver which, had there been no such advances, he would have been

obliged to keep by him for answering occasional demands, might soon
come to exceed the whole quantity of gold and silver which (the
commerce being supposed the same) would have circulated in the
country had there been no paper money ; and consequently to exceed
the quantity which the circulation of the country could easily absorb
and employ ; and the excess of this paper money would immediately
have returned upon the bank in order to be exchanged for gold and
silver. This second advantage, though equally real, was not perhaps
so well understood by all the different banking companies of Scotland
as the first.

Bankers' When, partly by the conveniency of discounting bills, and partly by
loans o_!ght
to beonly that of cash accounts, the creditable traders of any country can be dis-
for moderate
periodsof pensed from the necessity of keeping any part of their stock by them
time. unemployed and in ready money for answeril_g occasional demands,

they can reasonably expect no farther assistance from banks and
bankers, who, when they have gone thus far, cannot, consistently with
their own interest and safety, go farther. A bank cannot, consistently
with its own interest, advance to a trader the whole or even the greater
part of the circulating capital with which he trades ; because, though
that capital is continually returning to him in the shape of money, and
going from him in the same shape, yet the whole of the returns is too
distant from the whole of the outgoing% and the sum of his repayments
could not equal the sum of its advances within such moderate periods
of time as suit the eonvenieney of a bank. Still less could a bank
afford to advance him any considerable part of his fixed capital; of the
capital which the undertaker of an iron forge, for example, employs
in erecting his forge and smelting-house, his work-houses and ware-
houses, the dwelling-houses of his workmen, &e. ; of the capital which

the undertaker of a mine employs in sinking his shafts, in erecting
engines for drawing out the water, in making roads arkl waggon-ways,
&e. ; of the capital which the person who undertakes to improve land

employs in clearing, draining, enclosing, manuring and ploughing waste
and uncultivated fields, in building farm-houses, with all their necessary

appendages of stables, granaries, &e. The returns of the fixed capital
are in almost all cases much slower than those of the circulating capital ;

and such expenees, even when laid out with the greatest prudence and
judgment, very seldom return to the undertaker till after a period of
many years, a period by far too distant to suit the convenieney of a
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bank. Traders and other undertakers may, no doubt, with great
propriety, carry on a very considerable part of their projects with
borrowed money. In justice to their creditors, however, their own
capital ought, in this case, to be sufficient to ensure, if I may say so,
the capital of those creditors; or to render it extremely improbable
that those creditors should incur any loss, even though the success of
the project should fall very much short of the expectation of the pro-
jectors. Even with this precaution too, the money which is borrowed,
and which it is meant should not be repaid till after a period of several
years, ought not to be borrowed of a bank, but ought to be borrowed
upon bond or mortgage, of such private people as propose to live upon
the interest of their money, without taking the trouble themselves to
employ the capital; and who are upon that account willing to lend
that capital to such people of good credit as are likely to keep it for
several years. A bank, indeed, which lends its money without the
expence of stampt paper, or of attornies fees for drawing bonds and
mortgages, and which accepts of repayment upon the easy terms of
the banking companies of Scotland ; would, no doubt, be a very con-
venient creditor to such traders and undertakers. But such traders

and undertakers would, surely, be most inconvenient debtors to such
a bank.

It is now more than five-and-twenty years since the paper money Morethan

issued by the different banking companies of Scotland was fully equal, twenty-fiveyears ago

or rather was somewhat more than fully equal, to what the circulation the properamount Of

of the country could easily absorb and employ. 1 Those companies, papermoneyhad been

therefore, had so long ago given all the assistance to the traders and reache_linScotland,

other undertakers of Scotland which it is possible for banks and bankers,
consistently with their own interest, to give. They had even done
somewhat more. They had over-traded a little, and had brought upon
themselves that loss, or at least that diminution of profit, which in this
particular business never fails to attend the smallest degree of over-
trading. Those traders and other undertakers, having got so much buttfie

traders were
assistance from banks and bankers, wished to get still more. The not content.

banks, they seem to have thought, could extend their credits to what-
ever sum might be wanted, without incurring any other expence besides
that of a few reams of paper. They complained of the contracted
views and dastardly spirit of the directors of those banks, which did
not, they said, extend their credits in proportion to the extension of
the trade of the country ; meaning, no doubt, by the extension of that
trade the extension of their own projects beyond what they could

1[Above, p. 28o,]
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carry on, either with their own capital, or with what they had credit
to borrow of private people in the usual way of bond or mortgage.
The banks, they seem to have thought, were in honour bound to
supply the deficiency, and to provide them with all the capital which
they wanted to trade with. The banks, however, were of a different
opinion, and upon their refusing to extend their credits, some of those
traders had recourse to an expedient which, for a time, served their
purpose, though at a much greater expence, yet as effectually as the

andsomeof utmost extension of bank credits could have done. This expedient
them re-

sortedto Was no other than the well-known shift of drawing and re-drawing ;
drawingand the shift to which unfortunate traders have sometimes recourse when
redrawmg,

they are upon the brink of bankruptcy. The practice of raising money
in this manner had been long known in England, and during the course

of the late war, when the high profits of trade afforded a great tempta-
tion to over-trading, is said to have been carried on to a very great
extent. From England it was brought into Scotland, where, in pro-
portion to the very limited commerce, and to the very moderate capital
of the country, it was soon carried on to a much greater extent than it
ever had been in England.

which_hall The practice of drawing and re-drawing is so well known to all men

_ezphineO of business, that it may perhaps be thought unnecessary to give any
account of it. But as this book may come into the hands of many
people who are not men of business, and as the effects of this practice
upon the banking trade are not perhaps generally understood even by
men of business themselves, I shall endeavour to explain it as distinctly
as I can.

Billsofex- The customs of merchants, which were established when the barbar-
change have
extraordin- OUSlaws of Europe did not enforce the performance of their contracts,
arylegat and which during the course of the two last centuries have been adoptedprivileges.

into the laws of all European nations, have given such extraordinary
privileges to bills of exchange, that money is more readily advanced
upon them, than upon any other species of obligation ; especially when

they are made payable within so short a period as two a_rthree months
after their date. If, when the bill becomes due, the aeeeptor does not
pay it as soon as it is presented, he becomes from that moment a bank-
rupt. The bill is protested, and returns upon the drawer, who, if he
does not immediately pay it, becomes likewise a bankrupt. If, before
it came to the person who presents it to the aeceptor for payment, it
had passed through the hands of several other persons, who had suc-
cessively advanced to one another the contents of it either in money or
goods, and who to express that each of them had in his turn received
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those contents, had all of them in their order endorsed, that is, written

their names upon the back of the bill ; each endorser becomes in his
turn liable to the owner of the bill for those contents, and, if he fails to

pay, he becomes too from that moment a bankrupt. Though the
drawer, aeeeptor, and endorsers of the bill should, all of them, be
persons of doubtful credit; yet still the shortness of the date gives
some security to the owner of the bill. Though all of them may be
very likely to become bankrupts; it is a chance if they all become
so in so short a time. The house is crazy, says a weary traveller
to himself, and will not stand very long ; but it is a chance if it falls
to-night, and I will venture, therefore, to sleep in it to-night.

The trader A in Edinburgh, we shall suppose, draws a bill upon B in so two
persons, one

London, payable two months after date. In reality B in London owes in London
nothing to A in Edinburgh ; but he agrees to accept of A's bill, upon andone inEdm.burgh,

condition that before the term of payment he shall redraw upon A in ,ould drawbills on each

Edinburgh for the same sum, together with the interest and a eommis- other.
sion, another bill, payable likewise two months after date. B accord-
ingly, before the expiration of the first two months, re-draws this bill
upon A in Edinburgh ; who again, before the expiration of the second
two months, draws a second bill upon B in London, payable likewise
two months after date; and beibre the expiration of the third two

months, B in London re-draws upon A in Edinburgh another bill, pay-
able also two months after date. This practice has sometimes gone on,
not only for several months, but for several years together, the bill
always returning upon A in Edinburgh, with the accumulated interest
and commission of all the former bills. The interest was five per cent.
in the year, and the commission was never less than one half per cent.
on each draught. This commission being repeated more than six
times in the year, whatever money A might raise by this expedient
must necessarily have cost him something more than eight per cent. in
the year, and sometimes a great deal more ; when either the price of
the commission happened to rise, or when he was obliged to pay com-
pound interest upon the interest and commission of former bills. This
practice was called raising money by circulation.

In a country where the ordinary profits of stock in the greater part Muchmo,ey
was raised

of mercantile projects are supposed to run between six and ten per in thisex-
pensive

cent., it must have been a very fortunate speculation of which the way.
returns could not only repay the enormous expence at which the
money was thus borrowed for carrying it on ; but afford, besides, a good
surplus profit to the projector. Many vast and extensive projects,
however, were undertaken, and for several years carried on without
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any other fund to support them besides what was raised at this enor-
mous expence. The projectors, no doubt, had in their golden dreams
the most distinct vision of this great profit. Upon their awaking,
however, either at the end of their projects, or when they were no
longer able to carry them on, they very seldom, I believe, had the good
fortune to find it. 1

Thebillon The bills which A in E_linburgh drew upon B in London, he
London
wouldbed,_- regularly discounted two months before they were due with some
countedin bank or banker in Edinburgh; and the bills which B in London re-Edinburgh,

and the bill drew upon A in F__inburgh, he as regularly discounted either with theon Edin-

burgh dis- bank of England, or with some other bankers in London. Whatevercounted in

London. was advanced upon such circulating bills, was, in Edinburgh, ad-
vanced in the paper of the Scotch banks, and in London, when they
were discounted at the bank of England, in the paper of that bank.
Though the bills upon which this paper had been advanced, were all
of them re-paid in their turn as soon as they became due; yet the
value which had been really advanced upon the first bill, was never

andetchwas really returned to the banks which advanced it ; because, before each
alwaysre- bill b_came due, another bill was always drawn to somewhat a greaterplaced by

another, amount than the bill which was soon to be paid ; and the discounting
of this other bill was essentially necessary towards the payment of

1 The method described in the text was by no means either the moSt common or the most
expensive one in which those adventurers sometimes raised money by circulation. It frequently
happened that A m Edinburgh would enable B in London to pay the first bill of exchange by
drawing, a few days before it became due, a second bill at three months date upon the same
B in London. This bill, being payable to his own order, A sold in Edinburgh at par ; and
with its contents purchased bills upon London payable at sight to the order of B, to whom tm
sent them by the post. Towards the end of the late wax, the exchange between Edinburgh
and London was frequently three per cent. against Edinburgh, and those bills at sight must
frequet_tly have cost A that premium. This transaction therefore being repeated at least four
times in the year, and being loaded with a commission of at least one half per cent. upon each
repetition, must at that period have cost A at least fourteen per cent. in the year. At other
times A would enable B to discharge the first bill of exchange by drawing, a few days before
it became due, a second bill at two months date ; not upon B, but upon some third person,
C, for example, in London. This oth_ bill was made payable to the order of B, who, upon
its being accepted by C, discounted _t with some banker in London ; _nd A enabled C to dis-
charge it by drawing, a few days be£ore it became due, a third bill, 1Lkewlse at two months
date, sometimes upon his first correspondent B, and sometimes upon some fourth or fifth per-
son, D or E, for example. This third bill was made payable to the order of C ; who, as soon
as it was accepted, discounted it in the same manner with some banker m London. Such
operations being repeated at least six dmes in the year, and being loaded with a commission of
at least one-half per cent. upon each repetition, together with the legal interest of five per cent.,
this method of raising money, in the same manner as that described in the text, must have cost
A something more than eight per cent. By saving, however, the exchange between Edinburgh
and London it was less expensive than that mentioned in the foregoing part of this note ; bat
then it required an established credit with more houses than one in London, an advantage which
many of these adventurers could not always find it easy to procure. [This note appears first
in ed. 2. Playfair observes that the calculation of the loss of I4 per cent. by the first method
is wrong, since ' if A at Edinburgh negotiated his bills on London at 3 per cent. loss, he would

_tain as much in purchasing bills on London with the money.'--Ed, of I&_eallh of Nations, voL
t., p. 483, note.]
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that which was soon to be due. This payment, therefore, was alto-
gether fictitious. The stream, which, by means of those circulating
bills of exchange, had once been made to run out from the coffers of

the banks, was never replaced by any stream which really run into
them.

The paper which was issued upon those circulating bills of exchange, Theamount
thus ad-

amounted, upon many occasions, to the whole fund destined for carry- vancedby
the banks

ing on some vast and extensive project of agriculture, commerce, or wasinexce_8
manufactures ; and not merely to that part of it which, had there been of thelimitlaid down

no paper money, the projector would have been obliged to keep by above,butthis was not

him, unemployed and in ready money for answering occasional perceivedatfirst.

demands. The greater part of this paper was, consequently, over and
above the value of the gold and silver whieh 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 easily absorb and
employ, and upon that account immediately returned upon the banks
in order to be exchanged for gold and silver, which they were to find
as they could. It was a capital which those projectors had very art-
fully contrived to draw from those banks, not only without their
knowledge or deliberate consent, but for some time, perhaps, without
their having the most distant suspicion that they had really advanced
it.

When two people, who are continually drawing and re-drawing Whenthe
banks found

upon one another, discount their bills always with the same hanker, it outthey

he must immediately discover what they are about, and see clearly madedifa-cutties about

that they are trading, not with any capital of their own, but with the discounting.
capital which he advances to them. But this discovery is not alto-
gether so easy when they discount their bills sometimes with one
banker, and sometimes with another, and when the same two persons

do not constantly draw and re-draw upon one another, but occasion-
ally run the round of a great circle of projectors, who find it for their
interest to assist one another in this method of raising money, and to
render it, upon that account, as difficult as possible to distinguish
between a real and a fictitious bill of exchange ; between a bill dra_al
by a real creditor upon a real debtor, and a bill for which there was
properly no real creditor but the bank which discounted it ; nor any
real debtor but the projector who made use of the money. When a
banker had even made this discovery, he might sometimes make it too
late, and might find that he had already discounted the bills of those
projectors to so great an extent, that, by refusing to discount any
more, he would necessarily make them all bankrupts, and thus, by
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ruining them, might perhaps ruin himself. For his own interest and
safety, therefore, he might find it necessary, in this very perilous
situation, to go on for some time, endeavouring, however, to withdraw
gradually, and upon that account making every day greater and
greater difficulties about discounting, in order to force those projectors

by degrees to have recourse, either to other bankers, or to other
methods of raising money; so as that he himself might, as soon as
possible, 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
which time, and when all of them had already gone too far, to make about

alarmedand discounting, not only alarmed, but enraged in the highest degree thoseenragedthe

projectors, projectors. Their own distress, of which this prudent and necessary
reserve of the banks was, no doubt, the immediate occasion, they
called the distress of the country; and this distress of the country,

they said, was altogether owing to the ignorance, pusillanimity, and
bad conduct of the banks, which did not give a sufficiently liberal aid
to the spirited undertakings of those who exerted themselves in order

to beautify, improve, and enrich the country. It was the duty of the
banks, they seemed to think, to lend for as long a time, and to as great
an extent as they might wish to borrow. The banks, however, by
refusing in this manner to give more credit to those, to whom they had
already given a great deal too much, took the only method by which
it was now possible to save either their own credit, or the public credit
of the country.

thenthenyr In the midst of this clamour and distress, a new bank 1 was estab-

bankwas lished in Scotland for the express purpose of relieving the distress ofestablished

and ad- the country. The design was generous; but the execution was im-van_e_d

moneyvery prudent, and the nature and causes of the distress which it meant tofreely,

1 ['I]ae index s.v. Bank gives the name, ' the Ayr bank '. Its head office was at Ayr, but it
had branches at Edinburgh and Dumfries. A detailed history of it is to be found in The
Precz2itation and Fall of Aiessrs. Douglas, Heron and Com_Oany, late B_[nhers in Air with
the Causes of their Distress and Ruzn investzgated and considered by a Committee of In-
quiry a2po_nted by the Proprtetors, FAmburgh, x778. From th_ *t appears that Smith's
account of the proceedings of the bank is extremely accurate, a fact which is doubtless due to
his old pupil, the Duke of Buccleuch, having been one of the principal shareholders. Writing
to Pulteney on 5th September, I772, Smith says, ' though I have had no eotmern myself m
the pubhe calamities, some of the friends m whom I interest myself the most have been
deeply concerned m them ; and my attention has been a good deal occupied about the most
proper method of extrmatmg them '. The extricauon was effeeted chiefly by the sale of re-
deemable annumes. See Rae, Ltfe of Adam Smith, I895, pp. 253-u55 ; David Macpherson,
Annals of Commerce, vol. ilk, pp. 525, 553 ; House of Commons' Journals, vol. xxxiv.,
PP. 49,3-495, and the Act of Parhament, x4 Geo. IIL, e. UL The East Indm Company
opposed the bill on the ground that the bonds to be issued would compete with theirs, "but
their oppositionwasdefeatedby a vote of x76 to 36 in the Houseof Commons,Journals,vol.
xxxw., p. 6oL]
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relieve, were not, perhaps, well tmderstood. This bank was more

liberal than any other had ever been, beth in granting cash aecounts,
and in discounting bills of exchange. With regard to the latter, it
seems to have made scarce any distinetion between real and eireulating
bills, but to have discounted all equally. It was the avowed principle
of this bank to advanee, upon any reasonable security, the whole capital
which was to be employed in those 1 improvements of which the returns
are the most slow and distant, such as the improvements of land. To
promote such improvements was even said to be the chief of the publie
spirited purposes for which it was instituted. By its liberality in grant-
ing cash accounts, and in discounting bills of exchange, it, no doubt,
issued great quantities of its bank notes. But those bank notes being,
the greater port of them, over and above what the circulation of the
eountry eould easily absorb and employ, returned upon it, in order to
be exchanged for gold and silver, as fast as they were issued. Its butsoongotinto difflcul-
coffers were never well filled. The capital which had been sub- t,e_.
scribed to this bank at two different subscriptions, amounted to one
hundred and sixty thousand pounds, of which eighty per cent. only
was paid up. This sum ought to have been paid in at several different
instalments. A great part of the proprietors, when they paid in their
first instalment, opened a cash account with the bank; and the
directors, thinking themselves obliged to treat their own proprietors
with the same liberality with whieh they treated all other men, allowed
many of them to borrow upon this cash account what they paid in upon
all their subsequent instalments. Such payments, therefore, only put
into one coffer, what had the moment before been taken out of another.
But had the coffers of this bank been filled ever so well, its exeessive

circulation must have emptied them faster than they could have been
replenished by any other expedient but the ruinous one of drawing upon
London, and when the bill became due, paying it, together with interest
and commission, by another draught upon the same plaee. Its coffers
having been filled so very ill, it is said to have been driven to this re-
source within a very few months after it began to do business. The
estates of the proprietors of this bank were worth several millions, and
by their subscription to the original bond or eontraet of the bank, were
really pledged ibr answering all its engagements. 2 By means of the
great credit which so great a pledge necessarily gave it, it was, not-
withstanding its too liberal conduct, enabled to carry on business for

l[Ed. I does not contain 'those'.]
2[Macpherson, o,_. czt., p. 525, says the partners were the Dukes of Buecleuch and

Queensberry, the Earl of Dumfnes, Mr. Douglas and many other gentlemen.]
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andwas more than two years. When it was obliged to stop, it had in the circu-
obliged to
stopin two lation about two hundred thousand pounds in bank notes. In order to

years, support the circulation of those notes, which were continually returning
upon it as fast as they were issued, it had been constantly in the practice
of drawing bills of exchange upon London, of which the number and

value were continually increasing, and, when it stopt, amounted to up=
wards of six hundred thousand pounds. This bank, therefore, had, in

little more than the course of two years, advanced to different people
upwards of eight hundred thousand pounds at five per cent. Upon
the two hundred thousand pounds which it circulated in bank notes,

this five per cent. might, perhaps, be considered as clear gain, without
any other deduction besides the expenee of management. But upon
upwards of six hundred thousand pounds, for which it was continually
drawing bills of exchange upon London, it was paying, in the way of
interest and commission, upwards of eight per cent., and was conse-
quently losing more than three per cent. upon more than three-fourths
of all its dealings.

Its action The operations of this bank seem to have produced effects quiteand failure

increasedthe opposite to those which were intended by the particular persons whodistress of

projectors planned and directed it. They seem to have intended to support the
and the
country gen- spirited undertakings, for as such they considered them, which were
erally, at that time carrying on in different parts of the country ; and at the

same time, by drawing the whole banking business to themselves, to

supplant all the other Scotch banks ; particularly those established at
Edinburgh, whose backwardness in discounting bills of exchange lind
given some offence. This bank, no doubt, gave some temporary relief
to those projectors, and enabled them to carry on their projects for
about two years longer than they could otherwise have done. But it
thereby only enabled them to get so much deeper into debt, so that

when ruin came, it fell so much the heavier both upon them and upon
their creditors. The operations of this bank, therefore, instead of
relieving, in reality aggravated in the long-run the distress which those
projectors had brought both upon themselves and upo'h their country.
It would have been much better for themselves, their creditors and
their country, had the greater part of them been obliged to stop two

butreheved years sooner than they actually did. The temporary relief, however,
the other
scotch which this bank afforded to those projectors, proved a real and perma-
banks, nent relief to the other Scotch banks. All the dealers in circulating

bills of exchange, which those other banks had become so backward in
discounting, had recourse to this new bank, where they were received
with open arms. Those other banks, therefore, were enabled to get
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very easily out of that fatal circle, from which they could not otherwise
have disengaged themselves without incurring a considerable loss, and
perhaps too even some degree of discredit.

In the long-run, therefore, the operations of this bank increased the
real distress of the country which it meant to relieve ; and effectually
relieved from a very great distress those rivals whom it meant to
supplant.

At the first setting out of this bank, it was the opinion of some Anotherplan
would have

people, that how fast soever its coffers might be emptied, it might beento raise
money on

easily replenish them by raising money upon the securities of those to thesecuri-
tiespledged

whom it had advanced its paper. Experience, I believe, soon con- bybor.
vinced them that this method of raising money was by much too slow rowers:
to answer their purpose; and that coffers which originally were so ill
filled, and which emptied themselves so very fast, could be replenished
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 same place with accumulated interest and commission. But
though they had been able by this method to raise money as fast as
they wanted it; yet, instead of making a profit, they must have
suffered a loss by every such operation; so that in the long-run they thiswould
must have ruined themselves as a mercantile company, though, per- havebeenalosing busi-

haps, not so soon as by the more expensive practice of drawing and ne_s.
re-drawing. They could still have made nothing by the interest of
the paper, which, being over and above what the circulation of the
country could absorb and employ, returned upon them, in order to be
exchanged for gold and silver, as fast as they issued it; and for the
payment of which they were themselves continually obliged to borrow
money. On the contrary, the whole expence of this borrowing, of
employing agents to look out for people who had money to lend, of
negociating with those people, and of drawing tile proper bond or
assignment, must have fallen upon them, and have been so much clear

loss upon the balance of their accounts. The project of replenishing
their coffers in this manner may be compared to that of a man who

had a water-pond from which a stream was continually running out,
and into which no stream was continually running, but who proposed
to keep it always equally full by employing a number of people to go
continually with buckets to a well at some miles distance in order
to bring water to replenish it.

But though this operation had proved, not only practicable, but andevenif
profitable to the bank as a mercantile company" yet the country profitable' would have

could have derived no benefit from it ; but, on the contrary, must have beeuhurt-
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fulto the suffered a very considerable loss by it. This operation could notcountry.
augment in the smallest degree the quantity of money to be lent.
It could only have erected this bank into a sort of general loan ofilee
for the whole country. Those who wanted to borrow, must have
applied to this bank, instead of applying to the private persons 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 person who lends out his money
among a few people whom he knows, and in whose sober and frugal
conduct he thinks he has good reason to confide. The debtors of such
a bank, as that whose conduct I have been giving some account of,
were likely, the greater part of them, to be chimerical projectors, the
drawers and re-drawers of circulating bills of exchange, who would
employ the money in extravagant undertakings, which, with all the
assistance that could be given them, they would probably never be
able to complete, and which, if they should be completed, would never
repay the expence which they had really cost, would never afford a
fund capable of maintaining a quantity of labour equal to that which
had been employed about them. The sober and frugal debtors of
private persons, on the contrary, would be more likely to employ the
money borrowed in sober undertakings which were proportioned to
their capitals, and which, though they might have less of the grand
and the marvellous, would have more of the solid and the profitable,
which would repay with a large profit whatever had been laid out upon
them, and which would thus afford a fund capable of maintaining a
much greater quantity of labour than that which had been employed
about them. The success of this operation, therefore, without increas-
ing in the smallest degree the capital of the country, would only have
transferred a great part of it from prudent and profitable, to imprudent
and unprofitable undertakings.

Law',_ That the industry of Scotland languished for want _of money to
scheme ha_
beensufli- employ it, was the opinion of the famous Mr. Law. By establishing
cient ly ex-
plained by a bank of a particularkind,which he seems tohave imagined might
DuVerney issuepapertothe amount of the whole value of allthe landsin theand Du Tot

country, he proposed to remedy tiffs want of money. The parliament
of Scotland, when he first proposed his project, did not think proper
to adopt it. 1 It was afterwards adopted, with some variations, by the

l[Lec/ures, p. 21x. The bookseller's preface to the 2nd ed. of Money and Trade (below,
p. 3Ol, note 3) says the work consists of ' some heads of a scheme which Mr. Law proposed
to the Parhament of Scotland in the year 17o 5 '.]
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duke of Orleans, at that time regent of France. The idea of the
possibility of multiplying paper money to almost any extent, was the
real foundation of what is called the Mississippi scheme, the most
extravagant project both of banking and stock-jobbing that, perhaps,

the world ever saw. The different operations of this scheme are ex-
plained so fully, so clearly, and with so much order and distinctness,
by Mr. Du Verney, in his Examination of the Political Reflections upon
Commerce and Finances of Mr. Du Tot, 1 that I shah not give any
account of them. 2 The principles upon which it was founded are
explained by Mr. Law himself, in a discourse concerning money and
trade, which he published in Scotland when he first proposed his
project) The splendid, but visionary ideas which are set forth in that
and some other works upon the same principles, still continue to make
an impression upon many people, and have, perhaps, in part, con-
tributed to that excess of banking, which has of late been complained
of both in Scotland and in other places.

The bank of England is the greatest bank of circulation in Europe. The bankof
England was

It was incorporated, in pursuance of an act of parliament, by a charter estabhshed
under the great seal, dated the 27th of July, 1694. It at that time in '_4.
advanced to government the sum of one million two hundred thousand
pounds, for an annuity of one hundred thousand pounds : or for 96,000 l.
a year interest, at the rate of eight per cent., and 4,000 l. a year for the
expence of management. The credit of the new government, es-
tablished by the Revolution, we may believe, must have been very
low, when it was obliged to borrow at so high an interest.

In 1697 the bank was allowed to enlarge its capital stock by an enlargedits
ingraftment of 1,001,171 l. 10s. Its whole capital stock, therefore, stockini697
amounted at this time to 2,201,171 l. 10 s. This engraftment is said to
have been for the support of public credit. In 1696, tallies had been
at forty, and fifty, and sixty per cent. discount, and bank notes at
twenty per cent. 4 During the great recoinage of the silver, which was
going on at this time, the bank had thought proper to discontinue the
payment of its notes, which necessarily occasioned their discredit.

1[These two books are in Bormr, Catalogue of Adam Smith's Library, pp. 35, 36- Du
Tot's is Rdflex_ons polztiques sur le_ Finances et le Com,neJz-e, oi¢ l'on exantine quelles one
lit sur les revenus, les denrges, le change gtranger et consdquemment sur notre commerce,
les in_uences des augmenlattons et des dimznutions des valeurs numdraz,'es des ,nonnoyes,
La Haye, x754. Du Verney's is Examen du livre intituIg ' Rdflexions iOolitiques sur les
Finances et le Commerce,' La Haye, x74o.]

tin Zectures there *san account, apparently derived from Du Verney, which extends over
eight pages, uii-ulS.j

a[Aloney and Trade Considered, wzth a Proposal for Sul_lying the Nat,on with Money,
x7o5.]

4James Postlethwmte'sHistoryof the Public Revenue.page 3OL [Hts¢oO,of'the Public
Rtvettueflrom i688 to i753,with an Apj_e_dixto x758, by James Posflethwayt,F.R.S., i759.]
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in z_os. In pursuance of the 7th Anne, c. vii. the bank advanced and paid
into the exchequer, the sum of 400,000 l. ; making in all the sum of
1,600,000 l. which it had advanced upon its original annuity of 96,000/.
interest and 4,000 I. for expence of management. In 1708, therefore,

the credit of government was as good as that of private persons, since
it could borrow at six per cent. interest, the common legal and market
rate of those times. In pursuance of the same act, the bank cancelled

exchequer bills to the amount of 1,775,027/. 17s. 10_d. at six per
cent. interest, and was at the same time allowed to take in subscrip-

tions for doubling its capital. In 1708, therefore, the capital of the
bank amounted to 4,402,S4S/.; and it had advanced to government
the sum of 3,375,027 l. 17s. 10b d.

in _7o9and By a call of fifteen per cent. in 1709, there was paid in and made
_Txo. stock 656,204l. 1 s. 9 d. ; and by another of ten per cent. in 1710,

501,448 l. 12 s. 11 d. In consequence of those two calls, therefore, the
bank capital amounted to 5,559,995 1. 14 s. 8 d.

in _.7, and In pursuance of the 3d George I. c. 8. the bank delivered up two
later, millions of exchequer bills to be cancelled. It had at this time, there-

fore, advanced to government 5,375,027 I. 17s. 10d. 1 In pursuance
of the 8th George I. c. 21. the bank purchased of the South Sea
Company, stock to the amount of 4,000,0001. : and in 1722, in conse-
quence of the subscriptions which it had taken in for enabling it to
make this purchase, its capital stock was increased by 3,400,000 I.
At this time, therefore, the bank had advanced to the public 9,375,027 I.
17 s. 10½d. ; and its capital stock amounted only to 8,959,995/. 14 s. 8 d,
It was upon this occasion that the sum which the bank had advanced
to the public, and for which it received interest, began first to ex-
ceed its capital stock, or the sum for which it paid a dividend to the
proprietors of bank stock; or, in other words, that the bank began
to have an undivided capital, over and above its divided one. It has
continued to have an undivided capital of the same kind ever since.

In 1746, the bank had, upon different occasions, advanced to the
public 11,686,800/. and its divided capital had been raisexl by different
calls and subscriptions to 10,780,000/.3 The state of those two sums
has continued to be the same ever since. In pursuance of the 4th
of George III. c. 25. the bank agreed to pay to government for
the renewal of its charter 110,000/. without interest or repayment.
This sum, therefore, did not increase either of those two other sum.qo

1[These threelinesare not in ed. x.]
l[From ' it was incorporated,' on p. 3ox, to this point is an abstract of the ' Historical

State of the Bank of England,' in Postlethwayt's History oftke PuMic Revenue, pp. 3ox-3xo.
The totals are taken from the bottom of Postlethwayt's pages.]
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The dividend of the bank has varied according to the variations in The rateofinterest re-
the rate of the interest which it has, at different times, received for the ceivedbyit

from the
money it had advanced to the public, as well as according to other publichas
circumstances. This rate of interest has gradually been reduced from beenre-. duced from

eight to three per cent. For some years past the bank dividend has 8 to 3percent. and its

been at five and a half per cent. dividendhaslately been

The stability of the bank of England is equal to that of the British 5bpercent,
government. All that it has advanced to the public must be lost it actsas*great engine
before its creditors can sustain any loss. No other banking company ofstate.
in England can be established by act of parliament, or can consist of
more than six members. It acts, not only as an ordinary bank, but as
a great engine of state. It receives and pays the greater part of the
annuities which are due to the creditors of the public, it circulates
exchequer bills, and it advances to government the annual amount of
the land and malt taxes, which are frequently not paid up till some
years thereafter. In those different operations, its duty to the public
may sometimes have obliged it, without any fault of its directors, to
overstock the circulation with paper money. It likewise discounts
merchants bills, and has, upon several different occasions, supported
the credit of the principal houses, not only of England, but of Ham-
burgh and Holland. Upon one occasion, in 1763, it is said to have
advanced for this purpose, in one week, about 1,600,000 L; a great
part of it in bullion. I do not, however, pretend to warrant either the
greatness of the sum, or the shortness of the time. Upon other
occasiom, this great company has been reduced to the necessity of
paying in sixpences. 1

It is not by augmenting the capital of the country, but by rendering Theoper,-
tions of

a greater part of that capital active and productive than would other- bankingturn
wise be so, that the most judicious operations of banking can increase deadstockinto pro-

the industry of the country. That part of his capital which a dealer ductiveca-pttal,

is obliged to keep by him unemployed, and in ready money for answer-
ing occasional demands, is so much dead stock, which, so long as it
remains in this situation, produces nothing either to him or to his
country. The judicious operations of banking enable him to convert
this dead stock into active and productive stock ; into materials to
work upon, into tools to work with, and into provisions and subsistence
to work for; into stock which produces something both to himself 2
and to his country. The gold and silver money which circulates in any

1[In x74 S. Magens, Universal Merchant, p. 3 x, suggests that there may have been sus-
picions that the money was being drawn out for the support of the rebelhorL]

_[Eds. xand 2read 'hlra'.]
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country, and by means of which the produce of its land and labour _s

annually circulated and distributed to the proper consumers, is, in the
same manner as the ready money of the dealer, all dead stock. It is

a very valuable part of the capital of the country, which produces
nothing to the country. The judicious operations of banking, by
substituting paper in the room of a great part of this gold and silver,
enables the country to convert a great part of this dead stock into
active and productive stock ; into stock which produces something to
the country. The gold and silver money which circulates in any
country may very properly be compared to a highway, which, while it
circulates and carries to market all the grass and corn of the country,

• produces itself not a single pile of either. The judicious operations
of banking, by providing, if I may be allowed so violent a metaphor, a
sort of waggon-way through the air; enable the country to convert,
as it were, a great part of its highways into good pastures and corn-
fields, and thereby to increase very considerably the annual produce of

butmakeit_ its land and labour. The commerce and industry of the country,
commerce

and industr_ however, it must be acknowledged, though they may be somewhat
somewhat augmented, cannot be altogether so secure, when they are thus, as itless secure

were, suspended upon the Dmdalian wings of paper money, as when
they travel about upon the solid ground of gold and silver. Over and
above the accidents to which they are exposed from the unskilfulness
of the conductors of this paper money, they are liable to several others,

from which no prudence or skill of those conductors can guard them.
Precautions An unsueeessful war, for example, in which the enemy got possessionshould be

takento of the capital, and consequently of that treasure which supported the
prevent the
greater part credit of the paper money, would occasion a much greater confusion in
of the circu-
lation bcmg a country where the whole circulation was carried on by paper, than in
filledwith one where the greater part of it was carried on by gold and silver. Thepaper.

usual instrument of commerce having lost its value, no exchanges could
be made but either by barter or upon credit. All taxes having been
usually paid in paper money, the prince would not have wherewithal
either to pay his troops, or to furnish his magazines ; knd the state of
the country would be much more irretrievable than if the greater part
of its circulation had consisted in gold and silver. A prince, anxious
to maintain his dominions at all times in the state in which he can

most easily defend them, ought, upon this account, to guard, not only
against that excessive multiplication of paper money which ruins the
very banks which issue it ; but even against that multiplication of it,
which enablesthem to fillthe greaterpart of the circulationof the

countrywith it.
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The circulation of every country may be considered as divided intoe Circulation
tWO different branches; the circulation of the dealers with one_ maybedivided mto

that between
another, and the circulation between the dealers and the consumers.; dealersand
Though the same pieces of money, whether paper or metal, may be' thatbetweendealers and

employed sometimes in the one circulation and sometimes in the consumert
other; yet as both are eonstantly going on at the same time, each
requires a certain stoek of money of one kind or another, to carry it
on. The value of the goods circulated between the different dealers,
never can exceed the value of those circulated between the dealers and

the consumers; whatever is bought by the dealers, being ultimately
destined to be sold to the consumers. The circulation between the

dealers, as it is carried on by wholesale, requires generally a pretty
large sum for every particular transaction. That between the dealers
and the consumers, on the eontrary, as it is generally carried on by
retail, frequently requires but very small ones, a shilling, or even a
halfpenny, being often sufficient. But small sums circulate much
faster than large ones. A shilling changes masters more frequently
than a guinea, and a halfpenny more frequently than a shilling
Though the annual purchases of all the consumers, therefore, are at
least equal in value to those of all the dealers, they can generally be
transacted with a much smaller quantity of money ; the same pieces,
by a more rapid circulation, serving as the instrument of many more
purchases of the one kind than of the other.

Paper money may be so regulated, as either to confine itself very Thedreuh-
tion of paper

much to the circulation between the different dealers, or to extend may becon-

itself likewise to a great part of that between the dealers and the con- finedto theformer by

sumers. Where no bank notes are circulated under ten pounds value, notallowingnotesfor

as in London, 1 paper money confines itself very much to the circulation Bmall,um_.
between the dealers. When a ten pound bank note comes into the
hands of a consumer, he is generally obliged to change it at the first
shop where he has occasion to purchase five shillings worth of goods ;
so that it often returns into the hands of a dealer, before the consumer

has spent the fortieth part of the money. Where bank notes are issued
for so small sums as twenty shillings, as in Scotland, paper money
extends itself to a considerable part of the circulation between dealers
and consumers. Before the act of parliament, which put a stop to the
circulation of ten and five shilling notes, 2 it filled a still greater part
of that circulation. In the curreneies of North America, paper was

liThe Bank of England issued none under _,2o till x759, when_r 5 and_io notes were
introduced.--Anderson, Commerce, A.D. x759.]

s[5 Geo. III.. c. 49.]
VOL. I.--_0
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commonly issued for so small a sum as a shilling, and filled almost the
whole of that circulation. In some paper currencies of Yorkshire, it
was issued even for so small a sum as a sixpence.

Theis_u,of Where the issuing of bank notes for such very small sums is allowed
such notes

e_ables and commonly practised, many mean people are both enabled and en-
m_ntobecomePe°Plecouraged to become bankers. A person whose promissory note for five
hank.... pounds, or even for twenty shillings, would be rejected by every body,

will get it to be received without scruple when it is issued for so small
a sum as a sixpence. But the frequent bankruptcies to which such
beggarly bankers must be liable, may occasion a very considerable in-

eonveniency, and sometimes even a very great calamity, to many poor
people who had received their notes in payment.

Nonefor It were better, perhaps, that no bank notes were issued in any part
shouldles_'thanbe65 of the kingdom for a smaller sum than five pounds. Paper money
issued, would then, probably, confine itself, in every part of the kingdom, to

the circulation between the different dealers, as much as it does at

present in London, where no bank notes are issued under ten pounds
value ; five pounds being, in most parts of the kingdom, a sum which,
though it will purchase, perhaps, little more than half the quantity of
goods, is as much considered, and is as seldom spent all at once, as ten
pounds are amidst the profi_se expence of London.

Thiswould Where papermoney, itistobe observed,isprettymuch confinedto
aecure the
circulation the circulation between dealers and dealers, as at London, there is

ofplentyof always plentyof goldand silver.Where itextendsitselfto a con-gold and

silver, siderable part of the circulation between dealers and consumers, as in
Scotland, and still more in North America, it banishes gold and silver
almost entirely from the country ; almost all the ordinary transactions
of its interior commerce being thus carried on by paper. The suppres-
sion of ten and five shilling bank notes, somewhat relieved the scarcity
of gold and silver in Scotland ; and the suppression of twenty shilling
notes, would probably relieve it still more. Those metals are said to
have become more abundant in America, since the suppression of some
of their paper currencies. They are said, likewise, tb have been more
abundant before the institution of those currencies.

andwould Though papermoney shouldbe prettymuch confinedtothe circula-
not prevent
banksfrom tionbetween dealersand dealers,yet banks and bankersmight stillbe
giving suffi-
mentassist- able to give nearly the same assistance to the industry and commerce
anc_to of the country, as they had done when paper money filled almost thetraders,

whole circulation. The ready money which a dealer is obliged to keep
by him, for answering occasional demands, is destined altogether for
the circulation between himself and other dealers, of whom he buys
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goods. He has no occasion to keep any by him for the circulation
between himself and the consumers, who are his customers, and who

bring ready money to him, instead of taking any from him. Though
no paper money, therefore, was allowed to be issued, but for such sums
as would confine it pretty much to the circulation between dealers and
dealers ; yet, partly by discounting real bills of exchange, and partly by
lending upon cash accounts, banks and bankers might still be able to
relieve the greater part of those dealers from the necessity of keeping
any considerable part of their stock by them, unemployed and in ready
money, for answering occasional demands. They might still be able to
give the utmost assistance which banks and bankers can, with propriety,
give to traders of every kind.

To restrain private people, it may be said, from receiving in payment A law
the promissory notes of a banker, for any sum whether great or small, agal..tsmall notes

would be a
when they themselves are willing to receive them; or, to restrain a violationof
banker from issuing such notes, when all his neighbours are willing to naturallib-ertyneces-
accept of them, is a manifest violation of that natural liberty which it saryforthesecurity of
is the proper business of law, not to infringe, but to support. Such the society.
regulations may, no doubt, be considered as in some respect a violation
of natural liberty. But those exertions of the natural liberty of a few
individuals, which might endanger the security of the whole society,
are, and ought to be, restrained by the laws of all governments ; of the
most free, as well as of the most despotical. The obligation of build-
ing party wails, in order to prevent the communication of fire, is a
violation of natural liberty, exactly of the same kind with the regula-
tions of the banking trade which are here proposed.

A paper money consisting in bank notes, issued by people of un- Papermoney
doubted credit, payable upon demand without any condition, and in payableondemand is

fact always readily paid as soon as presented, is, in every respect, equal equaltosoLaand silver,

in value to gold and silver money ; since gold and silver money can at
any time be had for it. Whatever is either bought or sold for such

paper, must necessarily be bought or sold as cheap as it could have
been for gold and silver.

The increase of paper money, it has been said, by augmenting the anddoesnot
quantity, and consequently diminishing the value of the whole currency, raise prices;
necessarily augments the money price of commodities. But as the
quantity of gold and silver, which is taken from the currency, is always
equal to the quantity of paper which is added to it, paper money does
not necessarily increase the quantity of the whole currency. From

the beginning of the last century to the present time, provisions never
were eheaper in Seotland than in 1759, though, from the circulation of
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ten and five shilling bank notes, there was then more paper money in
the country than at present. The proportion between the price of
provisions in Scotland and that in England, is the same now as before
the great multiplication of banking companies in Scotland. Corn is,
upon most occasions, fully as cheap in England as in France ; though
there is a great deal of paper money in England, and scarce any in
France. In 1751 and in 1752, when Mr. Hume published his Political

Discourses, 1 and soon after the great multiplication of paper money in
Scotland, there was a very sensible rise in the price of provisions, owing,
probably, to the badness of the seasons, and not to the multiplication
of paper money.

butpapernot It would be otherwise, indeed, with a paper money consisting in
demandrepayableon promissory notes, of which the immediate payment depended, in any

wouldfall respect, either upon the good will of those who issued them" or uponbelowgold

andsilva, 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 interest.

Such a paper money would, no doubt, fall more or less below the value
of gold and silver, according as the difficulty or uncertainty of obtaining
immediate payment was supposed to be greater or less; or according
to the greater or less distance of time at which payment was exigible.

ashappened Some yearsago the differentbanking companies of Scotland were
inScotland

durm_ the in the practice of inserting into their bank notes, what they called
prevalence
of the an Optional Clause, by which they promised payment to the bearer,
Optional either as soon as the note should be presented, or, in the option of theClause,

directors, six months after such presentment, together with the legal
interest for the said six months. The directors of some of those banks

sometimes took advantage of this optional clause, and sometimes
threatened those who demanded gold and silver in exchange for a
considerable number of their notes, that they would take advantage of
it, unless such demanders would content themselves with a part of what
they demanded. The promissory notes of those banking compantes
constituted at that time the far greater part of the curref_ey of Scotland,
which this uncertainty of payment necessarily degraded below the value

of gold and silver money. During the continuance of this abuse (winch
prevailed chiefly in 17fi2, 1763, and 1764), while the exchange between
London and Carlisle was at par, that between London and Dumfries
would sometimes be four per cent. against Dumfries, though this town

1[The reference is probably tot,he passages in the ' D_scout_ of Money,' and the' Discourse
of the Balance of Trade,' where Hume censures paper money as the cause of a rise of prices.
--l°al_tical Dzscourses, x75 o, pp. 43-45, 89-9I ; cp. Leclures, p. I97.]
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is not thirty miles distant from Carlisle. But at Carlisle, bills were
paid in gold and silver ; whereas at Dumfries they were paid in Scotch
bank notes, and the uncertainty of getting those bank notes exchanged
for gold and silver coin had thus degraded them four per cent. below
the value of that coin. The same act of parliament which suppressed
ten and five shilling bank notes, suppressed likewise this optional
clause, 1 and thereby restored the exchange between England and
Scotland to its natural rate, or to what the course of trade and remit-

tances might happen to make it.
In the paper currencies of Yorkshire, the payment of so small a sum andmost

have hap-
as a sixpenee sometimes depended upon the condition that the holder penedin
of the note should bring the ehange of a guinea to the person who regardyorkshiretOthe
issued it ; a eondition, which the holders of such notes might frequently cu_rencleswhen small

find it very diflfieult to fulfil, and which must have degraded this cur- sumswererepayable in
rency below the value of gold and silver money. An act of parliament, guineas.
accordingly, declared all such clauses unlawful, and suppressed, in the
same manner as in Scotland, all promissory notes, payable to the bearer,
under twenty shillings value. _

The paper currencies of North America consisted, not in bank notes The North

payable to the bearer on demand, but in a government paper, of which Americanpaper cur-

the payment was not exigible till several years after it was issued : And renciescon-sistedof

though the colony governments paid no interest to the holders of this governmentnotes repay-

paper, they declared it to be, and in fact rendered it, a legal tender of ableatadistant date,

payment for the full value for whieh it was issued. But allowing the
colony security to be perfectly good, a hundred pounds payable fifteen
years hence, for example, in a country where interest is at six per cent. is
worth little more than forty pounds ready money. To oblige a creditor,
therefore, to accept of this as full payment for a debt of a hundred pounds
actually paid down in ready money, was an act of such violent injustice,
as has scarce, 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 honest and downright Doctor Douglas
assures us it was, a scheme of fraudulent debtors to cheat their

creditors) The government of Pensylvania, indeed, pretended, upon
their first emission of paper money, in 1722, to render their paper of
equal value with gold and silver, by enacting penalties against all those

115 Geo. III., c. 49 ; referred to above, p. 3o5 .] _[i 5 Geo. III., e. 5x.]
[' A knavish device of fraudulent debtors of the loan money to pay off thezr loans at a

very depreciated value ' Wdliam Douglass, M.D., Summary, I-laslortcal and Pohtzcal, of
the Fzrst Planting, Progressive Improvements, and Present State of the Brutish Settlements
in North America, I76o, vol. ii., p. zo7. The author uses strong Langua.ge m many places
about what he calls ' this accursed affair of plantation paper currencies,' vol. ll., p. i3, note (s) ;
ep. vol. i., pp. 3xo, 359 ; vol. ii., pp. 254-255, 334-335.J
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who made any difference in the price of their goods when they sold
them for a colony paper, and when they sold them for gold and silver ;
a regulation equally tyrannical, but much less effectual than that which
it was meant to support. A positive law may render a shilling a legal
tender for a guinea ; because it may direct the courts of justice to dis-
charge the debtor who has made that tender. But no positive law can
oblige a person who sells goods, and who is at liberty to sell or not to
sell, as he pleases, to accept of a shilling as equivalent to a guinea in

anddepreci- the price of them. Notwithstanding any regulation of this kind, it
ated the cur-

rency to a appeared by the course of exchange with Great Britain, that a hundred
greatdegree, pounds sterling was occasionally considered as equivalent, in some of

the colonies, to a hundred and thirty pounds, and in others to so great

a sum as eleven hundred pounds currency ; this difference in the value
arising from the difference in the quantity of paper emitted in the
different colonies, and in the distance and probability of the term of its

final discharge and redemption.
Theywere No law, therefore, could be more equitable than the act of parlia-

justlytheref°repro-ment, so unjustly complained of in the colonies, which declared that
hibited, no paper currency to be emitted there in time coming, should be a-

legal tender of payment. 1
Pennsyl- Pensylvania was always more moderate in its emissions of paper
v_aia WaS

moderate in money than any other of our colonies. Its paper currency accordingly
its issues, is said never to have sunk below the value of the gold and silver whichand its cur-
rency never
went below was current in the colony before the first emission of its paper money.
therealpar. Before that emission, the colony had raised the denomination of its

coin, and had, by act of assembly, ordered five shillings sterling to pass
in the colony for six and three-pence, and afterwards for six and eight-

pence. A pound colony currency, therefore, even when that currency
was gold and silver, was more than thirty per cent. below the value of

a pound sterling, and when that currency was turned into paper, it
was seldom much more than thirty per cent. below that value. The

pretence for raising the denomination of the coin, wa[ to prevent the
exportation of gold and silver, by making equal quantities of those
metals pass for greater sums in the colony than they did in the mother
country. It was found, however, that the price of all goods from the
mother country rose exactly in proportion as they raised the denomina-
tion of their coin, so that their gold and silver were exported as fast
as ever.

Thecolonial The paper of each colony being received in the payment of the
paper was
somewhat provincial taxes, for the full value for which it had been issued_ it

x[4 Geo. III., c. 34.l



CH. II] MONEY 311

necessarilyderived from thisuse some additionalvalue,over and supportedby
beingre-

above what itwould have had,from the realor supposed distanceof ceivedin
payment of

the term of its final discharge and redemption. This additional value taxe_.
was greater or less, aeeording as the quantity of paper issued was more
or less above what eould be employed in the payment of the taxes of

the particular colony whieh issued it. It was in all the colonies very
much above what could be employed in this manner.

A prince, who should enact that a certain proportion of his taxes Arequire-

should be paid in a paper money of a certain kind, might thereby give mentthatcertain taxes
should be

a certain value to this paper money ; even though the term of its final paidin
discharge and redemption should depend altogether upon the will of particularpaper money

the prince. If the bank which issued this paper was careful to keep m_ghtgivethat paper

the quantity of it always somewhat below what could easily be era- a certainvalue even if

ployed in this manner, the demand for it might be such as to make it it wasirre-
even bear a premium, or sell for somewhat more in the market than deernable,

the quantity of gold or silver currency for which it was issued. Some
people aeeount in this manner for what is called the Agio of the bank
of Amsterdam, or for the superiority 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 must be paid in bank money, that is, by a transfer
in the books of the bank ; and the directors of the hank, they allege,

are careful to keep the whole quantity of bank money always below
what this use occasions a demand for. It is upon this account, they
say, that bank money sells for a premium, or bears an agio of four or
five per cent. above the same nominal sum of the gold and silver
currency of the country. This account of the bank of Amsterdam,
however, it will appear hereafter, 1 is in a great measure chimerical, s

A paper eurreney whieh falls below the value of gold and silver Apaper
coin, does not thereby sink the value of those metals, or occasion equal currencydeprecmted

quantities of them 3 to exchange for a smaller quantity of goods of any belowthevalue of the

other kind. The proportion between the value of gold and silver and coindoesnot sink the

that of goods of any other kind, depends in all eases, not upon the ,'alueofgoldand silver,

natureorquantityofany particularpapermoney, which may be current

in any particularcountry,but upon the richnessor povertyof the

mines,which happen atany particulartime tosupplythe greatmarket

a[Below, pp. 443-45a. See also the 'Advertisement' or preface to the 4th ed.,
above, l

S led. x reads ' This account of the Bank of Amsterdam,-however, I have reason to
believe, isaltogether chimerical.']

SlEd. I reads 'sink the value of gold and mlver, or occ.a_ion equal quanttties of those
metals'.]



$1_ MONEY [BK. II., CH. II

of the commercial world with those metals. It depends upon the
proportion between the quantity of labour which is necessary in order
to bring a certain quantity of gold and silver to market, and that which

is necessary in order to bring thither a certain quantity of any other
sort of goods.

Theonlyre- If bankers are restrained from issuing any circulating bank notes, or
stricUonson

banking notespayable to the bearer,forlessthan a certainsum ; and ifthey

whichare aresubjectedtothe obligationof an immediate and unconditionalpay-necessary

arethepro- ment ofsuch bank notesas soon as presented,theirtrademay, withhibitionof

smallbank safetyto the public,be rendered in allother respectsperfectlyfree.notesand

therequire-The latemultiplicationof banking companies in both partsof thement that

allnotes united kingdom, an event by which many people have been much
shall be re-
paid on alarmed, instead of diminishing, increases the security of the public.
demand. It obliges all of them to be more circumspect in their conduct, and, by

not extending their currency beyond its due proportion to their cash,

to guard themselves against those malicious runs, which the rivalship
of so many competitors is always reedy to bring upon them. It re-
strains the circulation of each particular company within a narrower

circle, and reduces their circulating notes to a smaller number. By
dividing the whole circulation into a greater number of parts, the

failure of any one company, an accident which, in the course of things,
must sometimes happen, becomes of less consequence to the public.
This free competition too obliges all bankers to be more liberal in

their dealings with their customers, lest their rivals should carry them
away. In general, if any branch of trade, or any division of labour, be

advantageous to the public, the freer and more general the competition,
it will always be the more so.



CHAPTER III

OF THE ACCUMULATION OF CAPITAL, OR OF PRODUCTIVE AND UNPRODUC-
TIVE LABOUR

HERE is one sort of labour which adds to the value of the subject Thereare

upon which it is bestowed : there is another which has no such hbour.tW°_ort_p_o_Of
ductive and

effect. The former, as it produces a value, may be called productive ; u_produc-
the latter, unproductive 1 labour. Thus the labour of a manufacturer tire
adds, generally, to the value of the materials which he works upon,
that of his own maintenance, and of his master's profit. The labour of
a menial servant, on the contrary, adds to the value of nothing. Though
the manufacturer has his wages advanced to him by his master, he, in
reality, costs him no expence, the value of those wages being generally
restored, together with a profit, in the improved value of the subject
upon which his labour is bestowed. But the maintenance of a menial
servant never is restored. A man grows rich by employing a multitude
of manufacturers: he grows poor, by maintaining a multitude of
menial servants._ The labour of the latter, however, has its value, and
deserves its reward as well as that of the former. But the labour of

the manufacturer fixes and realizes itself in some particular subject or
vendible commodity, which lasts for some time at least after that

labour is past. It is, as it were, a certain quantity of labour stocked
and stored up to be employed, if necessary, upon some other occasion.
That subject, or what is the same thing, the price of that subject, can

afterwards, if necessary, put into motion a quantity of labour equal to
that which had originally produced it. The labour of the menial

1 Some French authors of great learning and ingenuity have used those words in a dif-
ferent sense. In the last chapter of the fourth book I shall endeavour to show that their
sense is an improper one.

[In the argument which follows in the text the fact is overlooked that tins _sonly true
when the manufacturers are employed to produce commodities for sale and when the
menial servants are employed merely for the comfort of the employer. A man may and
often does grow poor by employing people to make ' particular subjects or vendible com-
modities' for his own consumption,and an innkeeper may and often does grow rich by
employingmenial servants.]

(818)
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servant, on the contrary, does not fix or realize itself in any particular
subject or vendible commodity. His services generally perish in the
very instant of their performance, and seldom leave any trace or value

behind them, for which an equal quantity of service could afterwards
be procured.

Manykinds The labour of some of the most respectable orders in the society is,of labour be-
sidesmemat like that of menial servants, unproductive of any value, and does not
seTvice are
unproduc- fiX or realize itself in any permanent subject, or vendible commodity,
tire. which endures after that labour is past_ and for which an equal

quantity of labour could afterwards be procured. The sovereign, for
example, with all the officers both of justice and war who serve under

him, the whole army and navy, are unproductive labourers. They are
the servants of the public, and are maintained by a part of the annual
produce of the industry of other people. Their service, how honour-
able, how useful, 1 or how necessary soever, produces nothing for which
an equal quantity of service can afterwards be procured. The protec-
tion, security, and defence of the commonwealth, the effect of their
labour this year, will not purchase its protection, security, and defence
for the year to come. In the same class must be ranked, some both
of the gravest and most important, and some of the most frivolous
professions: churchmen, lawyers, physicians, men of letters of all
kinds ; players, buffoons, musicians, opera-singers, opera-dancers, &c.
The labour of the meanest of these has a certain value, regulated by
the very same principles which regulate that of every other sort of
labour; and that of the noblest and most useful, produces nothing

which could afterwards purchase or procure an equal quantity of
labour. Like the declamation of the actor, the harangue of the
orator, or the tune of the musician, the work of all of them perishes
in the vet)- instant of its production.

Thepropor- Both productive and unproductive labourers, and those who do nottion of the
produceera- labour at all, are all equally maintained by the annual produce of the
plowed !n.
maintaining land and labour of the country. This produce, how great soever, can
_roductive
ands deter- never be infinite, but must have certain limits. According, therefore,

minesthe as a smaller or greater proportion of it is in any one year employed innext year's

produce, maintaining unproductive hands, the more in the one case and the leM

in the other will remain for the productive, and the next year's produce
will be greater or smaller accordingly ; the whole annual produce, if
we except the spontaneous productions of the earth, being the effect
of productive labour.

[But in the ' Introduction and Plan of the Work,' vol. i., p. 2, ' useful' is coupled with
' productive,' and used as equivalent to it.]
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Though the whole annual produce of the land and labour of every Partorthe
produce re-

country, is, no doubt, ultimately destined for supplying the eonsump- placescap-
_tal, part

t-ion of its inhabitants, and for procuring a revenue to them ; yet when const,tutes
profit and

it first comes either from the ground, or from the hands of the pro- rent.
duetive labourers, it naturally divides itself into two parts. One of

them, and frequently the largest, is, in the first place, destined for
replacing a capital, or for renewing the provisions, materials, and
finished work, which had been withdrawn from a capital; the other

for constituting a revenue either to the owner of this capital, as the
profit of his stock ; or to some other person, as the rent of his land.
Thus, of the produce of ]and, one part replaces the capital of the
farmer ; the other pays his profit and the rent of the landlord ; and
thus constitutes a revenue both to the owner of this capita], as the

profits of his stock ; and to some other person, as the rent of his land.
Of the produce of a great manufactory, in the same manner, one part,
and that always the largest, replaces tile capital of the undertaker of
the work ; the other pays his profit, and thus constitutes a revenue to
the owner of this capital. 1

That part of the annual produce of the land and labour of any Thatwhich
replaces cap-

country which replaces a capital, never is immediately employed to ital employs
taooe but

maintain any but productive hands. It pays the wages of productive productive
labour only: That which is immediately destined for constituting a hands.
revenue either as profit or as rent, may maintain indifferently either
productive or unproductive hands.

Whatever part of his stock a man employs as a capital, he always
expects is to be replaced to him with a profit. He employs it, there-
fore, in maintaining productive hands only ; and after having served in
the function of a capital to him, it constitutes a revenue to them.
Whenever he employs any part of it in maintaining unproductive hands
of any kind, that part is, from that moment, withdrawn from his
capital, and placed in his stock reserved for immediate consumption.

Unproductive labourers, and those who do not labour at all, are all whileunpro-ductive
maintained by revenue; either, first, by that part of the annual pro- handsand

those who do
duce which is originally destined for constituting a revenue to some notlabour

particular persons, either as the rent of land or as the profits of stock ; are sup-ported by

or, secondly, by that part which, though originally destined for replac .... e,ue.
ing a capital and for maintaining productive labourers only, yet when it
comes into their hands, whatever part of it is over and above their

1 [It must be observed that in this paragraph produce is not used in the ordinary eco-
nomic sense of income or net produce, but as including all products, e.g'., the off used in
weaving machinery as well as the cloth.]
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necessary subsistence, may be employed in maintaining indifferently
either productive or unproductive hands. Thus, not only the great
landlord or the rich merchant, but even the common workman, if his
wages are considerable, may maintain a menial servant; or he may
sometimes go to a play or a puppet-show, and so contribute his share

towards maintaining one set of unproductive labourers ; or he may pay
some taxes, and thus help to maintain another set, more honourable and
useful, indeed, but equally unproductive. No part of the annual pro-

duce, however, which had been originally destined to replace a capital,
is ever directed towards maintaining unproductive hands, till after it
has put into motion its full complement of productive labour, or all
that it could put into motion in the way in which it was employed.
The workman must have earned his wages by work done, before he
can employ any part of them in this manner. That part too is gener-
ally but a small one. It is his spare revenue only, of which productive
labourers have seldom a great deal. They generally have some, how-
ever ; and in the payment of taxes the greatness of their number may
compensate, in some measure, the smallness of their contribution. The
rent of land and the profits of stock are every-where, therefore, the

principal sources from which unproductive hands derive their subsistence.
These are the two sorts of revenue of which the owners have generally
most to spare. They might both maintain indifferently either productive

or unproductive hands. They seem, however, to have some predilection
for the latter. The expenee of a great lord feeds generally more idle
than industrious people. The rich merchant, though with his capital
he maintains industrious people only, yet by his expence, that is, by
the employment of his revenue, he feeds commonly the very same sort
as the great lord.

Sothepro- The proportion, therefore, between the productive and unproductive
portion Of
productive hands, depends very much in every country upon the proportion be-
hands de-
pends on the tween that part of the annual produce, which, as soon as it comes either
proportion from the ground or from the hands of the prod'hctive labourers, isbetween pro-

_t withrent destined for replacing a capital, and that which is destined for constitut-
and the part

of produce ing a revenue, either as rent, or as profit. This proportion is very
which re-

p_ces cap- different in rich from what it is in poor countries.
ltal.
Rent an- Thus, at present, in the opulent countries of Europe, a very large,
ciently frequently the largest portion of the produce of the land, is destinedformed a

largerpro- for replacing the capital of the rich and independent farmer ; the other
portion of

the produce for paying his profits, and the rent of the landlord. But anciently,
of agricul-

ture than during the prevalency of the feudal government, a very small portion
now. of the produce was sufficient to replace the capital employed in cul-
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tivation_ It consisted commonly in a few wretched cattle, maintained
altogether by the spontaneous produce of uncultivated land, and which
might, therefore, be considered as a part of that spontaneous produce.
It generally too belonged to the landlord, and was by him advanced to
the occupiers of the land. All the rest of the produce properly be-
longed to him too, either as rent for his land, or as profit upon this
paultry capital. The occupiers of land were generally bondmen, whose
persons and effects were equally his property. Those 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 service in war. Though they lived at
a distance from his house, they were equally dependent upon him as
his retainers who lived in it. But the whole produce of the land un-
doubtedly belongs to him, who can dispose of the labour and service of
all those whom it maintains. In the present state of Europe, the share
of the landlord seldom exceeds a third, sometimes not a fourth part of
the whole produce of the land. The rent of land, however, in all the
improved parts of the country, has been tripled and quadrupled since
those ancient times ; and this third or fourth part of the annual produce
is, it seems, three or four times greater than the whole had been be-
fore. In the progress of improvement, rent, though it increases in
proportion to the extent, diminishes in proportion to the produce of
the land.

In the opulent countries of Europe, great capitals are at present Vro_tswere
employed in trade and manufactures. In the ancient state, the little ancientlyalarger share

trade that was stirring, and the few homely and coarse manufaetures of thepro-duceof

that were carried on, required but very small capitals. These, however, manufac-turesj
must have yielded very large profits. The rate of interest was no-
where less than ten per cent. and their profits must have been sufficient
to afford this great interest. At present the rate of interest, in the
improved parts of Europe, is no-where higher than six per cent. and in
some of the most improved it is so low as four, three, and two per cent.
Though that part of the revenue of the inhabitants which is derived
from the profits of stock is always much greater in rich than in poor
eountries, it is because the stock is much greater : in proportion to the
stock the profits are generally much less. 1

That part of the annual produce, therefore, which, as soon as it comes so thepr_
either from the ground, or from the hands of the productive labourers, portionofproduce re-

1 [The question first propounded, whether profits form a larger proportion of the pro-
duce, is wholly lost sight of. With a stock larger in proportion to the produce, a lower
rate of profit may give a larger proportion of the produce.]
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quiredfor is destined for replacing a capital, is not only much greater in rich than
replacing
capitalis in poor countries, but bears a much greater proportion to that_which is
_eaterltwas. than immediately destined for constituting a revenue either as rent or as

profit. The funds destined for the maintenance of productive labour,
are not only much greater in the former than in the latter, but bear a
much greater proportion to those which, though they may be employed
to maintain either productive or unproductive hands, have generally a
predilection for the latter.

The propor- The proportion between those different fimds necessarily determines
tion between
thefunds ill every country the general character of the inhabitants as to industry
determines
whetherthe or idleness. We are more industrious than our forefathers ; because
inhabitants in the present times the funds destined for the maintenance of industry,of the coun-

try shallbe are much greater in proportion to those which are likely to be employedindustrious

or idle. in the maintenance of idleness, than they were two or three centuries
ago. Our ancestors were idle for want of a suflleient encouragement to
industry. It is better, says 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 employment of
capital, they are in general industrious, sober, and thriving ; as in many
F.nglish, and in most Dutch towns. In those towns which are princi-
pally supported by the constant or occasional residence of a court, and
in which the inferior ranks of people are chiefly maintained by the
spending of revenue, they are in general idle, dissolute, and poor; as
at Rome, Versailles, Compiegne, and Fontainblcau. If you except
Rouen and Bourdeaux, there is little trade or industry in any of the
parliament towns of France; 1 and the inferior ranks of people, being
chiefly maintained by the expenee of the members of the courts of
justice, and of those who come to plead before them, are in general
idle and poor. The great trade of Rouen and Bourdeaux seems to be
altogether the effect of their situation. Rouen is necessarily the
entrep6t of almost all the goods which are brought either from foreign
countries, or from the maritime provinces of France, for the consump-
tion of the great city of Paris. Bourdcaux is in t[ie same manner the
entrep6t of the wines which grow upon the banks of the Garonne, and
of the rivers which run into it, one of the richest wine countries in the

world, and which seems to produce the wine fittest for exportation,
or best suited to the taste of foreign nations. Such advantageous

situations necessarily attract a great capital by the great employment
which they afford it ; and the employment of this capital is the eatme

1 [Viz., Paris, Toulouse, Grenoble, Bordeaux, Dijon, Rouen, Aix, Rennes, Pau, Metz,
Besangon and Douai.--Encyclopddie, tom. xii., x765, s.v. Parlement.]
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of the industry of those two cities. In the other parliament towns of
France, very little more capital seems to be employed than what is
necessary for supplying their own consumption; that is, little more
than the smallest capital which can be employed in them. The same
thing may be said of Paris, Madrid, and Vienna. Of those three cities,

Paris is by far the most industrious: but Paris itself is the principal
market of all the manufactures established at Paris, and its own con-

sumption is the principal object of all the trade which it carries on.
London, Lisbon, and Copenhagen, are, perhaps, the only three cities in
Europe, which are both the constant residence of a court, and can at
the same time be considered as trading cities, or as cities which trade

not only for their own consumption, but for that of other cities and
countries. The situation of all the three is extremely advantageous,
and naturally fits them to be the entrep6ts of a great part of the goods
destined for the consumption of distant places. In a city where a great
revenue is spent, to employ with advantage a capital for any other
purpose than for supplying the consumption 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
such a capital. The idleness of the greater part of the people who are
maintained by the expence of revenue, corrupts, it is probable, the in-
dnstry of those who ought to be maintained by the employment of
capital, and "renders it less advantageous to employ a capital there
than in other places. There was little trade or industry in Edin-
burgh before the Union. When the Scotch parliament was no longer
to be assembled in it, when it ceased to be the necessary residence of
the principal nobility and gentry of Scotland, it became a city of some
trade and industry. It still continues, however, to be the residence
of the principal courts of justice in Scotland, of the boards of customs
and excise, &c. A considerable revenue, therefore, still continues to

be spent in it. In trade and industry it is much inferior to Glasgow,
of which the inhabitants are chiefly maintained by the employment of
capitaL 1 The inhabitants of a large village, it has sometimes been
observed, after having made considerable progress in manufactures,
have become idle and poor, in consequence of a great lord's having
taken up his residence in their neighbourhood.

The proportion between capital and revenue, therefore, seems every- Increase or

where to regulate the proportion between industry and idleness, d_minutionof the cap.

1 [In Lectures, pp. zS4-x56 , the idleness of Edinburgh and such'like places compared
with Glasgow is attributed simply to the want of independence in the inhabitants. The
introduction of revenue and capital is the fruit of study of the physiocratic doctrines. ]
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_talof a Wherever capital predominates, industry prevails: wherever revenue,
country con-
sequently idleness. Every increase or diminution of capital, therefore, naturally
in_rea_esor tends to increase or diminish the real quantity of industry, the numberdiminishes

itsannual of productive hands, and consequently the exchangeable value of theproduce.

annualproduceofthe landand labourof the country,the realwealth
and revenueofallitsinhabitants.

Capltalsare Capitalsare increasedby parsimony,and diminishedby prodigality
increasedby
parsimony and misconduct.

or_vmg. Whatever a personsavesfrom hisrevenuehe adds tohiscapital,and

eitheremploys ithimselfin maintainingan additionalnumber ofpro-

ductivehands,or enablessome otherpersontodo so,by lendingitto

him foran interest,thatis,fora shareofthe profits.As the capitalof

an individualcan be increasedonly by what he savesfrom hisannual

revenue or his annual gains,so the capitalof a society,which isthe
same with thatof allthe individualswho compose it,can be increased

only in the same manner.
Parsimony, and not industry, is the immediate cause of the increase

of capital. Industry, indeed, provides the subject which parsimony
accumulates. But whatever industry might acquire, if parsimony did

not save and store up, the capital would never be the greater.
Parsimony, by increasing the fund which is destined for the main-

tenance of productive hands, tends to increase the number of those
hands whose labour adds to the value of the subject upon which it is
bestowed. It tends therefore to increase the exchangeable value of the
annual produce of the land and labour of the country. It puts into
motion an additional quantity of industry, which gives an additional
value to the annual produce.

What,s What is annually saved is as regularly consumed as what is annually
saved_ co.- spent, and nearly in the same time too ; 1 but it is consumed by a dif-sumed by

_roductlve ferent set of people. That portion of his revenue which a rich manands.

annually spends, is in most eases consumed by idle guests, and menial

servants, who leave nothing behind them in r_turn for their con-
sumption. That portion which he annually saves, as for the sake of the
profit it is immediately employed as a capital, is consumed in the same
manner, and nearly in the same time too, but by a different set of
people, by labourers, manufacturers, and artificers, who re-produce with
a profit the value of their annual consumption. His revenue, we shall
suppose, is paid him in money. Had he spent the whole, the food,

1 [This paradox m arrived at through a confusion between the remuneration of the
labourers who produce the additions to the capital and the additions themselves. What is
really saved ts the additions to the capital, and these are not consumed.]
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clothing,and lodging,which the whole could have purchased,would

have been distributedamong the former set of people. By savinga

part of it,as that part isforthe sake of the profitimmediatelyem-

ployed asa capitaleitherby himselforby some otherperson,the food,

clothing,and lodging,which may be purchasedwith it,arenecessarily

reservedfor the latter.The consumption isthe same, but the con-
sumers are different.

By what a frugal man annually saves, he not only affords mainte- The frugalman estab-
nance to an additional number of productive hands, for that or the li_hesaper-

petualfund
ensuing year, but, like the founder of a public workhouse, he establishes forthe em-

ploymentof
as it were a perpetual fund for the maintenance of an equal number in producuve
all times to come. Tim perpetual allotment and destination of this hands.

fund, indeed, is not always guarded by any positive law, by any trust-
right or deed of mortmain. It is always guarded, however, by a very
powerful principle, the plain and evident interest of every individual to
whom any share of it shall ever belong. No part of it can ever after-
wards be employed to maintain any but productive hands, without an
evident loss to the person who thus perverts it from its proper destination.

The prodigal perverts it in this manner. By not confining his ex- Theprodi-
gal perverts

pence within his income, he encroaches upon his capital. Like him such funds
to other

who perverts the revenues of some pious foundation to profane pur- u_es.
poses, he pays the wages of idleness with those funds which the

frugality of his forefathers had, as it were, consecrated to the main-
tenanee of industry. By diminishing the funds destined for the

employment of productive labour, he necessarily diminishes, so far as it 1
depends upon him, the quantity of that labour which adds a value to
the subject upon which it is bestowed, and, consequently, the value of
the annual produce of the land and labour of the whole country, the
real wealth and revenue of its inhabitants. If the prodigality of some

was not compensated by the frugality of others, the conduct of every
prodigal, by feeding the idle with the bread of the industrious, tends
not only to beggar himself, but to impoverish his country.

Though the expenee of the prodigal should be altogether in home- Whether he
made, and no part of it in foreign commodities, its effect upon the homeSpendsor°n

productive funds of the society would still be the same. Every year fore,gncom-modities
there wou]d still be a certain quantity of food and clothing, which m_kesnodifference.

ought to have maintained productive, employed in maintaining un-
productive hands. Every year, therefore, there would still be some
diminution in what would otherwise have been the value of the annual

produce of the land and labour of the country.

1 [Ed. I does not contain ' it '.]
VOL. I.--_l
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If hehadnot This expenee, it may be said indeed, not being in foreign goods, and
spent there
wouldhave not occasioning any exportation of gold and silver, the same qlmntity
beenlostas of money would remain in the country as before. But if the quantitymuch money

in thecoon- of food and clothing, which were thus consumed by unproductive, hadtry and the

goodspro- been distributedamong productivehands,they would havere-produced,duced by

productlvetogether with a profit,the fullvalue of theirconsumption. Thehands as

well same quantity of money would in this case equally have remained in
the country, and there would besides have been a reproduction of an
equal value of consumable goods. There would have been two values
instead of one.

Besides, The same quantity of money, besides, cannot long remain in any
when the

annualpro- country in which the value of the annual produce diminishes. The
duce dlmln-

ishe_.money sole use of money is to circulate consumable goods. By means of it,
willgo provisions, materials, and finished work, are bought and sold, and dis-abroad,

tributcd to their proper consumers. The quantity of money, therefore,
which can be annually employed in any country, must be determined
by the value of the consumable goods annually circulated within it.
These must consist either in the immediate produce of the land and
labour of the country itself, or in something which had been purchased
with some part of that produce. Their value, therefore, must diminish

as the value of that produce diminishes, 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
domestic circulation, will not be allowed to lie idle. The interest of

whoever possesses it, requires that it should be employed. But having
no employment at home, it will, in spite of all laws and prohibitions,
be sent abroad, and employed in purchasing consumable goods which
may be of some use at home. Its annual exportation will in this

manner continue for some time to add something to the annual con-
sumption of the country beyond the value of its own annual produce.
What in the days of its prosperity had been saved from that annual

produce, and employed in purchasing gold and silver, will contribute
for some little time to support its consumption _m adversity. The
exportation of gold and silver is, in this case, not the cause, but the
effect of its declension, and may even, for some little time, alleviate the
misery of that declension.

andon the The quantity of money, on the contrary, must in every country
other hand
moneywil! naturally increase as the value of the annual produce increases. The
come in

whenthe value of the consumable goods annually circulated within the society
duceannualin-Pr°"being greater, will require a greater quantity of money to circulate

creases, them. A part of the increased produce, therefore, will naturally be
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employed in purchasing, wherever it is to be had, the additional
quantity of gold and silver necessary for circulating the rest. The
increase of those metals will in this case be the effect, not the cause,

of the public prosperity. Gold and silver are purchased every-where
in the same manner. The food, clothing, and lodging, the revenue
and maintenance of all those whose labour or stock is employed in
bringing them from 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 those metals which it
has occasion for; and no country will ever long retain a quantity
which it has no occasion for.

Whatever, therefore, we may imagine the real wealth and revenue so eve, it
the real

of a country to consist in, whether in the value of the annual produce wealthofa
country con-

of its land and labour, as plain reason seems to dictate; or in the sistedof its
quantity of the precious metals which circulate within it, as vulgar money,theprodigal

prejudices suppose" in either view of the matter, every, prodigal _,onldb_' public

appears to be a public enemy, and every frugal man a public bene- enemy.
factor.

The effects of misconduct are often the same as those of prodigality. Injudicious
employment

Every injudicious and unsuccessful project in agriculture, mines, fish- of capital
has the same

eries, trade, or manufactures, tends in the same manner to diminish effectaspro-
the funds destined for the maintenance of productive labour. In digality.
every such project, though the capital is consumed by productive hands
only, yet, as by the injudicious manner in which they are employed,
they do not reproduce the full value of their consumption, there must
always be some diminution in what would otherwise have been the
productive funds of the society.

It can seldom happen, indeed, that the circumstances of a great Frugality
and pru-

nation can be much affected either by the prodigality or misconduct of dencepre-
individuals ; the profusion or imprudence of some, being always more dominate.
than compensated by the frugality and good conduct of others.

With regard to profusion, the principle which prompts to expence, is Prodlgalityis more in-
the passion for present enjoyment; which, though sometimes violent termittent

than the de-
and very difficult to be restrained, is in general only momentary and siretobetter

our condi-
occasional. But the principle which prompts to save, is the desire of tion.
bettering our condition, a desire which, though generally calm and dis-
passionate, comes with us from the womb, and never leaves us till we
go into the grave. In the whole interval which separates those two
moments, there is scarce perhaps a single instant 1 in which any man is
so perfectly and completely satisfied with his situation, as to be with-

It[Misprinted ' instance' in ed. 5, and consequently m some modern editions.]
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out any wish of alteration or improvement of any kind. An augmenta-
tion of fortune is the means by which the greater part of men prolm_
and wish to better their condition. It is the means the most vulgar
and the most obvious ; and the most likely way of augmenting their
fortune, is to save and accumulate some part of what they acquire,
either regularly and annually, or upon some extraordinary occasions.
Though the principle of expence, therefore, prevails in almost all
men upon some occasions, and in some men upon almost all occasions,
yet in the greater part of men, taking the whole course of their life
at an average, the principle of frugality seems not only to predomin-
ate, but to predominate very greatly.

Imprudent With regard to misconduct, the number of prudent and successful
undertak-
ings are undertakings is every-where much greater than that of injudicious and
smallin
number unsuccessfulones. After all our complaintsof the frequency of

comparedto bankruptcies,the unhappy men who fallintothismisfortunemake butprudent

ones. a verysmallpartof the whole number engaged intrade,and allother

sortsof business;not much more perhaps than one in a thousand.

Bankruptcy isperhaps the greatestand most humiliatingcalamity

which can befalan innocentman. The greaterpartof men, there-
fore,are sufficientlycarefulto avoid it. Some, indeed,do not avoid

it;assome do not avoidthe gallows.

Publicpro- Great nationsare never impoverishedi by private,though they
digalityand
imprudencesometimes are by publicprodigalityand misconduct. The whole_or
aremoreto almost the whole public revenue, is in most countries employed inbe feared

thanprivate, maintaining unproductive hands. Such are the people who compose a
numerous and splendid court, a great ecclesiastical establishment, great
fleets and armies, who in time of peace produce nothing, and in time
of war acquire nothing which can compensate the expenee of maintain-
ing them, even while the war lasts. ,Such people, as they themselves
produce nothing, are all maintained by the produce of other men's
labour. When multiplied, therefore, to an unnecessary number, they
may in a particular year consume so great a share of this produce, as
not to leave a sufficiency for maintaining the produ_ive labourers, who
should reproduce it next year. The next year's produce, therefore,
will be less than that of the foregoing, and if the same disorder should
continue, that of the third year will be still less than that of the

second. Those unproductive hands, who should be maintained by a
part only of the spare revenue of the people, may consume so great a
share of their whole revenue, and thereby oblige so great a number

1[, Impoverished' is here equivalentto ' made poor,' i.e., ruined, not merely tO ' mad_
poorer '.]



CH. tli] ACCUMULATION OF CAPITAL 8_5

to encroach upon their capitals, upon the funds destined for the main-

tenanee of productive labour, that all the frugality and good conduct
of individuals may not be able to compensate the waste and degrada-
tion of produce occasioned by this violent and forced encroachment.

This frugality and good conduct, however, is upon most occasions, it butarecoun-
teracted by

appears from experience, sufficient to compensate, not only the private privatefru-galityand
prodigality and misconduct of individuals, but the public extravagance prudence.
of government. The uniform, constant, and uninterrupted effort of
every man to better his condition, the principle from which public and

national, as well as private opulence is originally derived, is frequently
powerful enough to maintain the natural progress of things toward im-
provement, in spite both of the extravagance of government, and of
the greatest errors of' administration. Like the unknown principle of
animal life, it frequently restores health and vigour to the constitution,
in spite, not only of the disease, but of the absurd prescriptions of the
doctor.

The annual produce of the land and labour of any nation can be To increase
the produce

increased in its value by no other means, but by increasing either the of a nation
an increase

number of its productive labourers, or the productive powers of those of capitalis

labourers who had before been employed. The number of its pro- necessary.
ductive labourers, it is evident, can never be much increased, but in
consequence of an increase of capital, or of the funds destined for
maintaining-them. The productive powers of the same number of
labourers cannot be increased, but in consequence either of some
addition and improvement to those machines and instruments which

facilitate and abridge labour ; or of a more proper division and dis-
tribution of employment. In either case an additional capital is almost
always required. It is by means of an additional capital only, that the
undertaker of any work can either provide his workmen with better

machinery, or make a more proper distribution of employment among
them. When the work to be done consists of a number of parts, to
keep every man constantly employed in one way, requires a much
greater capital than where every man is occasionally employed in every
different part of the work. When we compare, therefore, the state of If, therefore,

the produce

a nation at two different periods, and find, that the annual produce of has_n-
creased, we

its land and labour is evidently greater at the latter than at the former, ma_be sure
the capital

that its lands are better cultivated, its manufactures more numerous has in-

and more flourishing, and its trade more extensive, we may be assured creased.
that its capital must have increased during the interval between tho_e
two periods, and that more must have been added to it by the good
conduct of some, than had been taken from it either by the private
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misconduct of others, or by the public extravagance of government.
Thishas But we shall find this to have been the case of almost all nations, in all
been the

caseofal- tolerably quiet and peaceable times, even of those who have not enjoyed
most all
nationsin the most prudent and parsimonious governments. To form a right

peaceabletimes, judgment of it, indeed, we must compare the state of the country at
periods somewhat distant from one another. The progress is frequently
so gradual, that, at near periods, the improvement is not only not sensible,
but from the declension either of certain branches of industry, or of
certain districts of the country, things which sometimes happen though
the country in general be 1 in great prosperity, there frequently arises a
suspicion, that the riches and industry of the whole are decaying.

Englandfor The annual produce of the land and labour of England, for example,
example
from_66oto is certainly much greater than it was, a little more than a century ago,
_776. at the restoration of Charles II. Though, at present, few people, I

believe, doubt of this, yet during this period, five years have seldom
passed away in which some book or pamphlet has not been published,
written too with such abilities as to gain some authority with the
public, and pretending to demonstrate that the wealth of the nation
was fast declining, that the country was depopulated, agriculture
neglected, manufactures decaying, and trade undone. Nor have these
publications been all party pamphlets, the wretched offspring of false-
hood and venality. Many of them have been written by very candid
and very intelligent people ; who wrote nothing but what they believed,
and for no other reason but because they believed it.

orfromI558 The annual produce of the land and labour of England again, was
to I66Ch certainly much greater at the restoration, than we can suppose it to

have been about an hundred years before, at the accession of Elizabeth.
At this period too, we have all reason to believe, the country was much
more advanced in improvement, than it had been about a century be-
fore, towards the close of the dissensions between the houses of York

and Lancaster. Even then it was, probably, in a better condition than
it had been at the Norman conquest, and at the Norman conquest, than
during the confusion of the Saxon Heptarchy. _Even at this early
period, it was certainly a more improved country than at the invasion
of Julius C_esar, when its inhabitants were nearly in the same state with
the savages in North America.

wasth°ughtheremuch In each of those periods, however, there was, not only much private
publicand and public profusion, many expensive and unnecessary wars, great per-private pro-

fusion,and version of the annual produce from maintaining productive to maintainmany other

disorders unproductive hands ; but sometimes, in the confusion of civil discord,

lied. z reads 'is'.]
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such absolute waste and destruction of stock, as might be supposed, not andmi_-fortunes

only to retard, as it certainly did, the natural accumulation of riches, but occurred.
to have left the country, at the end of the period, poorer than at the
beginning. Thus, in the happiest and most fortunate period of them
all, that which has passed since the restoration, how many disorders
and misfortunes have occurred, which, could they have been foreseen,
not only the impoverishment, 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 disorders of the revolution, the war in Ireland,
the four expensive French wars of 1688, 1702, 1 1742, and 1756, to-
gether with the two rebellions of 1715 and 1745. In the course of the
four French wars, the nation has contracted more than a hundred and

forty-five millions of debt, over and above all the other extraordinary
annual expenee which they occasioned, so that the whole cannot be

computed at less than two hundred millions. So great a share of the
annual produce of the land and labour of the country, has, since the
revolution, been employed upon different occasions, in maintaining an
extraordinary number of unproductive hands. But had not those wars
given this particular direction to so large a capital, the greater part of
it would naturally have been employed in maintaining productive hands,
whose labour would have replaced, with a profit, the whole value of
their consumption. The value of the annual produce of the land and
labour of the country, would have been considerably increased by it
every year, and every year's increase would have augmented still more
that of the following year. 2 More houses would have been built, more
lands would have been improved, and those which had been improved
before would have been better cultivated, more manufactures would
have been established, and those which had been established before

would have been more extended ; and to what height the real wealth
and revenue of the country might, by this time, have been raised, it is
not perhaps very easy even to imagine.

But though the profusion of government must, undoubtedly, have Privatefru-
retarded the natural progress of England towards wealth and improve- galityandprudence

merit, it has not been able to stop it. The annual produce of its land havesilentlycounteracted

and labour is, undoubtedly, much greater at present than it was either thesecir-cumstances.
at the restoration or at the revolution. The capital, therefore, annually

employed in cultivating this land, and in maintaining this labour, must
likewise be much greater. In the midst of all the exactions of govern-
ment, this capital has been silently and gradually accumulated by the

private frugality and good conduct of individuals, by their universal,

1 [Ed. I reads ' i7oi '.] _ [Ed. i reads ' the next year '.]
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continual, and nninterrupted effort to better their own condition. It

is this effort, protected by law and allowed by liberty to exert itself
in the manner that is most advantageous, which has maintained the
progress of England towards opulence and improvement in almost all
former times, and which, it is to be hoped, will do so in all future

times. F_algland, however, as it has never been blessed with a very
parsimonious government, so parsimony has at no time been the

characteristical virtue of its inhabitants. It is the highest impertinence
and presumption, therefore, in kings and ministers, to pretend to watch'
over the oeconomy of private people, and to restrain their expence,
either by sumptuary laws, or by prohibiting the importation of foreign
luxuries. They are themselves always, and without any exception, the
greatest spendthrifts in the society. Let them look well after their
own expence, and they may safely trust private people with theirs. If
their own extravagance does not ruin the state, that of their subjects
never will.

A_rtafr°o_ As frugality increases, and prodigality diminishes the public capital,
dtmmution SOthe conduct of these whose expence just equals their revenue, with-
of capital
different out either accumulating or encroaching, neither increases nor diminisheskinds of ex-
pense may it. Some modes of expence, however, seem to contribute more to the
be distin-
guished, growth of public opulence than others.

Anindi- The revenue of an individual may be spent, either in things whichvidual who
spendson are consumed immediately, and in which one day's expence can neither
durablecorn- alleviate nor support that of another ; or it may he spent in things moremoditles will

thanbericherone durable, which can therefore be accumulated, and in which every day's
whospends expence may, as he chuses, either alleviate or support and heighten theon permh-

ableone_. effect of that of the following day. A man of fortune, for example,
may either spend his revenue in a profuse and sumptuous table, and
in maintaining a great number of menial servants, and a multitude of

dogs and horses; or contenting himself with a frugal table and few

attendants, he may lay out the greater part of it in adorning his house
or his country villa, in useful or ornamental buildings, in useful or
ornamental furniture, in collecting books, statues, pictures ; or in things
more frivolous, jewels, baubles, ingenious trinkets of different kinds ;

or, what is most trifling of all, in amassing a great wardrobe of fine
clothes, like the favourite and minister of a great prince who died a few
years ago. 1 Were two men of equal fortune to spend their revenue,

1 [As suggested by Germain Gamier's note on this passage (Recherches s_4r la Nature e/
les Causes de la 2_*chesse des Nations, i8o2, tom. ii., p. 346), this was doubtless the Count of
Bruhl, Minister and Great Chamberlain to the King of Poland, who left at his death 365
suits of clothes, all very rich. Jonas Hanway (tJistorical Account of the British Trade
over the Caspzan Sea, with a Journal of Travels from London through Russza into Persia,
and back through Russia, Gerr_any a_d Holland, x753, vol. ii., tx a3o ) says this count
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the one chieflyinthe one way,the otherinthe other,the magnificence

ofthe personwhose expence had been chieflyin durablecommodities,

would be continuallyincreasing,every day's expence contributing

somethingtosupportand heightenthe effectof thatof the following

day : thatof the other,on the contrary,would be no greaterat the

end of the periodthan at the beginning. The former toowould,at

the end ofthe period,be the richerman of the two. He would have

a stockofgoods ofsome kind or other,which,though itmight not be

worth allthatitcost,would alwaysbe worth something. No traceor

vestigeof the expence of the latterwould remain,and the effectsof

ten ortwenty yearsprofusionwould be as completelyannihilatedasif

they had never existed.

As the one mode of expence ismore favourablethan the otherto Thesame
thingistruc

the opulenceofan individual,so isitlikewisetothatofa nation. The ofanation.

houses,the furniture,the clothingof the rich,ina littletime,become

usefulto the inferiorand middlingranksof people. They areableto

purchase them when theirsuperiorsgrow weary of them, and the
generalaccommodation ofthe whole peopleisthusgraduallyimproved,

wbcn thismode of expence becomes universalamong men of fortune.

In countrieswhich have long been rich,you willfrequentlyfindthe

inferiorranks of people in possessionboth of houses and furniture
perfectlygood and entire,but of which neitherthe one could have

been built,-nor the other have been made for theiruse. What was

formerlya seatof the familyof Seymour, isnow an inn upon the Bath

road.I The marriage-bedof James the Firstof Great Britain,which

his Queen brought with her from Denmark, as a presentfitfora

sovereignto make toa sovereign,was,a few yearsago,the ornament
ofan ale-houseat Dunfermline.s In some ancientcities,which either

have been long stationary,or have gone somewhat to decay,you will

sometimes scarcefinda singlehousewhich couldhave been builtfor

itspresentinhabitants.Ifyou go intothosehouses too,you willfre-

quentlyfind many excellent,though antiquatedpiecesof furniture,

which are stillvery fitforuse,and which couldas littlehave been

made forthem. Noble palaces,magnificentvillas,greatcollectionsof

had 3oo or ,toosuitsofrichclothes,and had 'collectedaU the finestcoloursof allthe finest
cloths, velvets, and sdks of all the manufactures, not to mention the different kinds of lace
_.nd embroideries of Europe,' and also plctures and books, at Dresden. He died m 1764.]

I [This was the Castle Inn at Marlborough, which ceased to be an inn and became Marl-
borough College in 1843, thus undergoing another vicissltude.]

S[The innkeeper, Mrs. Walker, a zealous Jacoblte, refused an offer of fifty guineas for
the bed, but presented it about i764 to the Earl of Elgin (John Ferme, Hzstory of the Town
and l_ar_sk ofDunjCerz_line, x8x5, p. 7x), and its remains now i_orm a mantel-piece in the
dining-room at Broomhall, near Dunfermline.]
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books, statues, pictures, and other curiosities, are frequently both an
ornament and an honour, not only to the neighbourhood, but to the
whole country to which they belong. Versailles is an ornament and
an honour to France, Stowe and Wilton to Faagland. Italy still con-

tinues to command some sort of veneration by the number of monuments
of this kind which it possesses, though the wealth which produced
them has decayed, and though 1 the genius which planned them seems
to be extinguished, perhaps from not having the same employment.

Theformer The expence too, which is laid out in durable commodities, is favour-
easlereXpenSetoiSable, not only to accumulation, but to frugality. If a person should at
bringto an any time exceed in it, he can easily reform without exposing himself toend_

the censure of the public. To reduce very much the number of his
servants, to refbrm his table from great profusion to great frugality, to

lay down his equipage after he has once set it up, are changes which
cannot escape the observation of his neighbours, and which are supposed
to imply some acknowledgment of preceding bad conduct. Few,
therefore, of those who have once been so unfortunate as to launch out

too far into this sort of expence, have afterwards the courage to reform,
till ruin and bankruptcy oblige them. But if a person has, at any time,
been at too great an expence in building, in furniture, in books or
pictures, no imprudence can be inferred from his changing his conduct.
These are things in which further expenee is frequently rendered
unnecessary by former expencc; and when a person stops short, he
appears to do so, not because he has exceeded his fortune, but because
he has satisfied his fancy.

andgives The expence, besides, that is laid out in durable commodities, gives
mainte-
nanceto maintenance, commonly, to a greater number of people, than that
morepeople, which is employed in the most profuse hospitality. Of two or three

hundred weight of provisions, which may sometimes be served up at a
great festival, one-half, perhaps, is thrown to the dunghill, and there is

always a great deal wasted and abused. But if the expence of this
entertainment had been employed in setting to work masons, carpenters,
upholsterers, mechanics, &e.2 a quantity of provisions, of equal value,
would have been distributed among a still greater number of people,
who would have bought them in penny-worths and pound weights, and
not have lost or thrown away a single ounce of them. In the one way,
besides, this expence maintains productive, in the other unproductive
hands. In the one way, therefore, it increases, in the other, it does not

increase, the exchangeable value of the annual produce of the land and
labour of the country.

1 [Ed. I does not contain ' though '.] _[Ed. i does not contain ' &e.']
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I would not, however, by all this be understood to mean, that the It doe_not
follow that

one species of expence always betokens a more liberal or generous it betokens
a more gena

spirit than the other. When a man of fortune spends his revenue erousspirit.
ehiefly in hospitality, he shares the greater part of it with his friends

and companions ; but when he employs it in purchasing such durable
commodities, he often spends the whole upon his own person, and gives
nothing to any body without an equivalent. The latter species of
expence, therefore, especially when directed towards frivolous objects,
the little ornaments of dress and furniture, jewels, trinkets, gewgaws,

frequently indicates, not only a trifling, but a base and selfish disposi-
tion. All that I mean is, that the one sort of expenee, as it always
occasions some accumulation of valuable commodities, as it is more

favourable to private frugality, and, consequently, to the increase of
the public capital, and as it maintains productive, rather than unpro-
ductive hands, conduces more than the other to the growth of public
opulence.



CHAPTER IV

OF STOCK LENT AT INTEREST

Stocklentat THE stock which is lent at interest is always considered as ainterest is a
capitalto 1. capita] by the lender. He expects that in due time it is to be
the lender,
butmayor restored to him, and that in the mean time the borrower is to pay him
may not be
so to the a certain annual rent for the use of it. The borrower may use it either
borrower, as a capital, or as a stock reserved for immediate consumption. If he

uses it as a capital, he employs it in the maintenance of productive
labourers, who reproduce the value with a profit. He can, in this case,
both restore the capital and pay the interest without alienating or
encroaching upon any other source of revenue. If he uses it as a stock
reserved for immediate consumption, he acts the part of a prodigal, and

dissipates in the maintenance of the idle, what was destined for the
support of the industrious. He can, in this case, neither restore the
capital nor pay the interest, without either alienating or encroaching
upon some other source of revenue, such as the property or the rent of
land.

Gencranyit The stock which is lent at interest is, no doubt, occasionally em-

borrower,iSso to the ployed in both these ways, but in the former much more frequently
than in the latter. The man who borrows in order to spend will soon

be ruined, and he who lends to him will generally have occasion to
repent of his folly. To borrow or to lend for such a purpose, therefore,
is in all cases, where gross usury is out of the question, contrary to the
interest of both parties ; and though it no doubt happens sometimes
that people do both the one and the other ; yet, from the regard that
all men have for their own interest, we may be assured, that it cannot

happen so very frequently as we are sometimes apt to imaghie. Ask
an)" rich man of common prudence, to which of the two sorts of people
he has lent the greater part of his stock, to those who, he thinks, will
employ it profitably, or to those who will spend it idly, and he will
laugh at you for proposing the question. Even among borrowers,

(ass)
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therefore, not the people in the world most famous for frugality, the
number of the frugal and industrious surpasses considerably that of the
prodigal and idle.

The only people to whom stock is commonly lent, without their except incase of mort-
being expected to make any very profitable use of it, are country gagesef-

fected by
gentlemen who borrow upon mortgage. Even they scarce ever borrow country

merely to spend. What they borrow, one may say, is commonly spent gentlemen.
before they borrow it. They have generally consumed so great a
quantity of goods, advanced to them upon credit by shopkeepers and
tradesmen, that they find it necessary to borrow at interest in order to

pay the debt. The capital borrowed replaces the capitals of those
shopkeepers and tradesmen, which the country gentlemen could not
have replaced from the rents of their estates. It is not properly
borrowed in order to be spent, but in order to replace a capital which
had been spent before.

Almost all loans at interest are made in money, either of paper, or of Loansare
made in

gold and silver. But what the borrower really wants, and what the money,but
lender really supplies him with, is not the money, but the money's whattheborrower

worth, or the goods which it can purchase. If he wants it as a stock wantsundgets is

for immediate consumption, it is those goods only which he can place good_.
in that stock. If he wants it as a capital for employing industry, it is
from those goods only that the industrious can be furnished with the
tools, materials, and maintenance, necessary for carrying on their work.
By means of the loan, the lender, as it were, assigns to the borrower
his right to a certain portion of the annual produce of the land and
labour of the country, to be employed as the borrower pleases. 1

The quantity of stock, therefore, or, as it is commonly expressed, of So thequan-
tity of stock

money which ean be lent at interest in any country, is not regulated by whichcanbe
lent is deter-

the value of the money, whether paper or coin, which serves as the mioedhy
instrument of the different loans made in that country, but by the thevalueofthat part of

value of that part of the annual produce which, as soon as it comes the producewhich re-

either from the ground, or from the hands of the productive labourers, placess,ch
capital as

is destined not only for replacing a capital, but such a capital as the theowner
does not

owner does not care to be at the trouble of employing himself. As himselfera-
such capitals are commonly lent out and paid back in money, they piny.
constitute what is called the monied interest. It is distinct, not only
from the landed, but from the trading and manufacturing interests, as
in these last the owners themselves employ their own capitals. Even
in the monied interest, however, the money is, as it were, but the deed

of assignment, which conveys from one hand to another those capitals

l[I2ctures, p. 2uo.]
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Thismay which the owners do not care to employ themselves. Those capitalsbe much
greaterthan may be greater in almost any proportion, than the amount of the
the actual
moneyera- money which serves as the instrument of their conveyance ; the same
ployed, pieces of money successively serving for many different loans, as well

as for many different purchases. A, for example, lends to W a
thousand pounds, with which W immediately purchases of B a

thousand pounds worth of goods. B having no occasion for the money
himself, lends the identical pieces to X, with which X immediately
purchases of C another thousand pounds worth of goods. C in the
same manner, and for the same reason, lends them to Y, who again

purchases goods with them of D. In this manner the same pieces,
either of coin or of paper, may, in the course of a few days, serve as
the instrument of three different loans, and of three different purchases,
each of which is, in value, equal to the whole amount of those pieces.
What the three monied men A, B, and C, assign to the three borrowers,
W, X, Y, is the power of making those purchases. In this power
consist both the value and the use of the loans. The stock lent by
the three monied men, is equal to the value of the goods which can
be purchased with it, and is three times greater than that of the money
with which the purchases are made. Those loans, however, may be
all perfectly well secured, the goods purchased by the different debtors

being so employed, as, in due time, to bring back, with a profit, an
equal value either of coin or of paper. And as the same pieces of
money can thus serve as the instrument of different loans to three, or

for the same reason, to thirty times their value, so they may likewise
successively serve as the instrument of repayment.

The money A capital lent at interest may, in this manner, be considered as anis altogether

different assignment from the lender to the borrower of a certain considerablefrom what is

actuallyas- portionof the annual produce; upon conditionthat the borrower in
signed
eitheras return shall, during the continuance of the loan, annually assign to the
principal or
interest, lender a smaller portion, called the interest ; and at the end of it, a

portion equally considerable with that which had originally been as-
signed to him, called the repayment. Though money, either coin or
paper, serves generally as the deed of assignment both to the smaller,
and to the more considerable portion, it is itself altogether different
from what is assigned by it.

Thestockto In proportion as that share of the annual produce which, as soon asbe lent at
interest it comes either from the ground, or from the hands of the productive

growsnaturallYasthe labourers, is destined for replacing a capital, increases in any country,
wholequan what is called the monied interest naturally increases with it. Thetlty of stock

Increases.increaseof those particularcapitalsfrom which the owners wish to
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derive a revenue, without being at the trouble of employing them
themselves, naturally accompanies the general increase of capitals ; or,
in other words, as stock increases, the quantity of stock to be lent at
interest grows gradually greater and greater.

As the quantity of stock to be lent at interest increases, the interest, interestfalls
as the quan-

or the price which must be paid for the use of that stock, necessarily tity ofstock
dimini._hes, not only from those general causes which make the market tohe lentlncre_$,

price of things commonly diminish as their quantity increases, but
from other causes which are peculiar to this particular case. As capitals becausepro-fitsdiminish
increase in any country, the profits which can be made by employing as it be-

comes more
them necessarily diminish. It becomes gradually more and more difficultto
difficult to find within the country a profitable method of employing noda profit-able method

any new capital. There arises in consequence a competition between new°fempl°vlngop_tal.
different capitals, the owner of one endeavouring to get possession of
that employment which is occupied by another. But upon most oc-
casions he can hope to justle that other out of this employment, by
no other means but by dealing upon more reasonable terms. He must
not only sell what he deals in somewhat cheaper, but in order to get it
to sell, he must sometimes too buy it dearer. The demand for pro-

ductive labour, by the increase of the funds which are destined for
maintaining it, grows every day greater and greater. Labourers easily
find employment, but the owners of capitals find it difficult to get
labourers to employ. Their competition raises the wages of labour, and
sinks the profits of stock. But when the profits which can be made by
the use of a capital are in this manner diminished, as it were, at both
ends, the price which can be paid for the use of it, that is, the rate of
interest, must necessarily be diminished with them.

Mr. Locke, Mr. Law, and Mr. Montesquieu, as well as many other The notion
that it was

writers, 1 seem to have imagined that the increase of the quantity of thedis-
gold and silver, in consequence of the discovery of the Spanish West coveryoftbeWest Indies

Indies, was the real cause of the lowering of the rate of interest through whichlow-eredinterest

the greater part of Europe. Those metals, they say, having become of has heenre-futedby
less value themselves, the use of any particular portion of them neees- Hume.
sarily became of less value too, and consequently the price which could
be paid for it. This notion, which at first sight seems so plausible, has
been so fully exposed by Mr. Hume, 9. that it is, perhaps, unnecessary

x [Locke, Some Considerations, ed. of I696, pp. 6, Io, zi, 8I ; Law, 2lloney and Trade,
and off., x72o , p. I7 ; Montesquieu, Es)Ortt des Lois, liv. xxii., eh. vi. Locke and Law suppose
that the rate rises and falls with the quantity of money, and Montesquieu specifically attributes
the historical fall to the discovery of the American mines. CantiLlon disapproves of the com-
mon _md received idea that an increase of effective money diminishes the rate of interest.
_Essai, pp. u82-_85 ; see Lectures, pp. 219, auo.]

2[In his essay, ' Of Interest,' in Political Discourses, x7Su. ]
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to say any thing more about it. The following very short and plain
argument, however, may serve to explain more distinctly the fallacy
which seems to have misled those gentlemen.

If _rlooare Before the discovery of the Spanish West Indies, ten per cent. seems
now re-
quired tO to have been the common rate of interest through the greater part of
purchase
what_5o Europe. It has since that time in different countries sunk to six, five,
wouldhave four, and three per cent. Let us suppose that in every particularpurchased

then, _I,_ country the value of silver has sunk precisely in the same proportion asmust now be

requiredto the rate of interest; and that in those countries, for example, wherepurchase
what£5 interest has been reduced from ten to five per eent., the same quantitywould have

purchased of silver can now purchase just half the quantity of goods which itther

could have purchased before. This supposition will not, I believe, be
found any-where agreeable to the truth ; but it is the most favourable
to the opinion which we are going to examine ; and even upon this
supposition it is utterly impossible that the lowering of the value of
silver could have the smallest tendency to lower the rate of interest.

If a hundred pounds are in those countries now of no more value than
fifty pounds were then, ten pounds must now be of no more value than
five pounds were then. Whatever were the causes which lowered the

value of the capital, the same must necessarily have lowered that of
the interest, and exactly in the same proportion. The proportion
between the value of the capital and that of the interest, must have
remained the same, though the rate had never been altered. By
altering the rate, on the contrary, the proportion between those two
values is necessarily altered. If a hundred pounds now are worth no
more than fifty were then, five pounds now can be worth no more than
two pounds ten shillings were then. By reducing the rate of interest,
therefore, from ten to five per cent., we give for the use of a capital,

which is supposed to be equal to one-half of its former value, an interest
which is equal to one-fourth only of the value of the former interest.

Anincrease Any increase in the quantity of silver, while that of the commodities
m the quan-
tity of sliver circulated by means of it remained the same, could have no other effect
could only
diminishits than to diminish the value of that metal. The no_minal value of all

value, sorts of goods would be greater, but their real value would be precisely
the same as before. They would be exchanged for a greater number
of pieces of silver; but the quantity of labour which they could
command, the number of people whom they could maintain and em-
ploy, would be precisely the same. The capital of the country would
be the same, though a greater number of pieces might be requisite for
conveying any equal portion of it from one hand to another. The
deeds of assignment, like the conveyances of a verbose attorney,
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would be more cumbersome, but the thing assigned would be precisely
the same as before, and could produce only the same effects. The
funds for maintaining productive labour being the same, the demand for
it would be the same. Its price or wages, therefore, though nominally Nom_.al

wages would

greater, would really be the same. They would be paid in a greater begreater,
but real

number of pieces of silver ; but they would purchase only the same wagesthe
quantity of goods. The profits of stock would be the same both same;

profits

nominally and really. The wages of labour are commonly computed wouldbethe
same nomin-

by the quantity of silver which is paid to the labourer. When that is allyand
increased, therefore, his wages appear to be increased, though they really.
may sometimes he no greater than before. But the profits of stock are
not computed by the number of pieces of silver with which they are
paid, but by the proportion which those pieces bear to the whole capital
employed. Thus in a particular country five shill_mgs a week are said
to be the common wages of labour, and ten per cent. the cSmmon
profits of stock. But the whole capital of the country being the same
as before, the competition between the different capitals of individuals
into which it was divided would likewise be the same. They would all
trade with the same advantages and disadvantages. The common pro-
portion between capital and profit, therefore, would be the same, and
consequently the common interest of money ; what can commonly be
given for the use of money being necessarily regulated by what can
commonly be made by the use of it.

Any increase in the quantity of commodities annually circulated Anincrease
in the goods

within the country, while that of the money which circulated them annuallycir-
remained the same, would, on the contrary, produce many other culatedwould cause

important effeets, besides that of raising the value of the money. The a fallof pro-fits and con-

capital of the country, though it might nominally be the same, would sequentlyof
interest.

really be augmented. It might continue to be expressed by the same
quantity of money, but it would command a greater quantity of labour.

The quantity of productive labour which it could maintain and employ
would be increased, and consequently the demand for that labour. Its
wages would naturally rise with the demand, and yet might appear to

sink. They might be paid with a smaller quantity of money, but that
smaller quantity might purchase a greater quantity of goods than a
greater had done before. The profits of stock would be diminished
both really and in appearance. The whole capital of the country
being augmented, the competition between the different capitals of
which it was composed, would naturally be augmented along with it.

The owners of those particular capitals would be obliged to content
themselves with a smaller proportion of the produce of that labour

voL. I--_2
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which their respective capitals employed. The interest of money,
keeping pace always with the profits of stock, might, in this manner,
be greatly diminished, though the value of money, or the quantity of
goods which any particular sum could purchase, was greatly aug-
mented.

Theprohi- In some countries the interest of money has been prohibited by
bition of in-

terest is law. But as something can every-where be made by the use of
w'r0rig, and
increases money, something ought every-where to be paid for the use of it.
theevilof This regulation, instead of preventing, has been found from experienceusury.

to increase the evil of usury ; the debtor being obliged to pay, not only
for the use of the money, but for the risk which his creditor runs by
accepting a compensation for that use. He is obliged, if one may say
so, to insure his creditor from the penalties of usury.

Wherea In countries where interest is permitted, the law, in order to
rmta_llm_x_ed,prevent the extortion of usury, generally fixes the highest rate which
this should

besome- can be taken without incurring a penalty. This rate ought always
what above
the market to be somewhat above the lowest market price, or the price which
rate ongood is commonly paid for the use of money by those who can give thesecurity,

most undoubted security. If this legal rate should be fixed below
the lowest market rate, the effects of this fixation must be nearly the
same as those of a total prohibition of interesL The creditor will not
lend his money for less than the use of it is worth, and the debtor must
pay him ibr the risk which he runs by accepting the full value of that
use. If it is fixed precisely at the lowest market price, it ruins with
honest people, who respect the laws of their country, the credit of all

those who cannot give the very best security, and obliges them to have
recourse to exorbitant usurers. In a country, such as Great Britain,
where money is lent to government at three per cent. and to private
people upon good security at four, and four and a half, the present
legal rate, five per cent., is perhaps, as proper as any.

butnot The legal rate, it is to be observed, though it ought to be somewhat
much above,
or the above, ought not to be much above the lowest m_rket rate. If the
greater part
of loans legal rate of interest in Great Britain, for example, was fixed so high
would be to
prodigals as eight or ten per cent., the greater part of the money which was to
andpro- be lent, would be lent to prodigals and projectors, who alone would bejectors.

willing to give this high interest. Sober people, who will give for the
use of money no more than a part of what they are likely to make by
the use of it, would not venture into the competition. A great part of
the capital of the country would thus be kept out of the hands which
were most likely to make a profitable and advantageous use of it, and
thrown into those which were most likely to waste and destroy it.
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Where the legal rate of interest, on the contrary, is fixed but a very

little above the lowest market rate, sober people are universally pre-
ferred, as borrowers, to prodigals and projeetors. The person who
lends money gets nearly as much interest from the former as he dares

to take from the latter, and his money is mueh safer in the hands of
the one set of people, than in those of the other. A great part of the
capital of the country is thus thrown into the hands in which it is most

likely to be employed with advantage.
No law can reduee the common rate of interest below the lowest No lawcan

reduce inter-
ordinary market rate at the time when that law is made. Notwith- est below
standing the ediet of 1766, by which the Freneh king attempted to rate.themarket
reduee the rate of interest from five to four per cent., money eontinued

to be lent in Franee at five per cent., the law being evaded in several
different ways. 1

The ordinary market price of land, it is to be observed, depends Thenumber
Ofyears _

every-where upon the ordinary market rate of interest. 2 The person purchase
who has a capital from which he wishes to derive a revenue, without commonlrpaid for land

taking the trouble to employ it himself, deliberates whether he should dependsonthe rate of

buy land with it, or lend it out at interest. The superior security of interest.
land, together with some other advantages which almost every-where
attend upon this species of property, will generally dispose him to
content himself with a smaller revenue from land, than what he

might have by lending out his money at interest. These advantages
are sufl_eient to eompensate a certain differenee of revenue ; but they

will eompensate a certain differenee only; and if the rent of land
should fall short of the interest of money by a greater difference,
nobody would buy land, which would soon reduee its ordinary price.
On the eontrary, if the advantages should much more than compen-
sate the difference, every body would buy land, which again would
soon raise its ordinary priee. When interest was at ten per eent.,
land was eommonly sold for ten and twelve years purchase. As
interest sunk to six, five, and four per cent., the price of land rose
to twenty, five and twenty, and thirty years purehase. The market
rate of interest is higher in France than in England ; and the common
price of land is lower. In England it eommonly sells at thirty; in
France at twenty years purchase.

1 [Above, p. 92.]
2 [This seems obvious, but it was chstinctly dented by Locke, Some Conszderations, pp. 83,

84.3



CHAPTER V

OF THE DIFFERENT EMPLOYMENT OF CAPITALS

rhoqua.- THOUGH all capitals are destined for the maintenance of prO-
tityoflabour JL duetive labour only, yet the quantity of that labour, whichput in mo-

tionand the equal capitals are capable of putting into motion, varies extremelyvalue added

to thean- according to the diversity of their employment ; as does likewise thenual produce

bycapitals value which that employment adds to the annual produce of the landvary with
theirera- and labour of the country.
ployment.
Thereare A capital may be employed in four different ways: either, first, in
four differ- procuring the rude produce annually required for the use and con-ent ways of

employing sumption of the society ; or, secondly, in manufacturing and preparingcapital,

that rude produce for immediate use and consumption ; or, thirdly, in
transporting either the rude or manufactured produce from the places
where they abound to those where they are wanted; or, lastly, in
dividing particular portions of either into such small parcels as suit
the occasional demands of those who want them. In the first way
are employed the capitals of all those who undertake the improvement
or cultivation of lands, mines, or fisheries ; in the second, those of all

master manufacturers ; in the third, those of all wholesale merchants ;
and in the fourth, those of all retailers. It is difficult to conceive that

a capital should be employed in any way which may not be classed
under some one or other of those four.

all ofwhich Each of those four methods of employing a capital is essentially
are neces-
tary. necessary either to the existence or extension of the other three, or

to the general conveniency of the society.
O)procuring Unless a capital was employed in furnishing rude produce to a
rude pro-
duce, certain degree of abundance, neither manufactures nor trade of any

kind could exist.

(2) manufac. Unless a capital was employed in manufacturing that part of the
tm_g, rude produce which requires a good deal of preparation before it can

be fit for use and consumption, it either would never be produced,
(340)
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because there could be no demand for it ; or if it was produced
spontaneously, it would be of no value in exchange, and could add
nothing to the wealth of the society.

Unless a capital was employed in transporting, either the rude or c3)trans-
manufactured produce, from the places where it abounds to those portatton.
where it is wanted, no more of either could be produced than was
necessary for the consumption of the neighbourhood. The capital of
the merchant exchanges the surplus produce of one place for that of
another, and thus encourages the industry and increases the enjoy-
ments of both.

Unless a capital was employed in breaking and dividing certain and(4)dis-
portions either of the rude or manufactured produce, into such small tribution.
parcels as suit the occasional demands of those who want them,

every man would be obliged to purchase a greater quantity of the
goods he wanted, than his immediate occasions required. If there
was no such trade as a butcher, for example, every man would be
obliged to purchase a whole ox or a whole sheep at a time. This
would generally bb inconvenient to the rich, and much more so to

the poor. If a poor workman was obliged to purchase a month's or
six months provisions at a time, a great part of the stock which he
employs as a capital in the instruments of his trade, or in the furniture
of his shop, and which yields him a revenue, he would be forced to
place in that part of his stock which is reserved for immediate con-

sumption, and which yields him no revenue. Nothing can be more
convenient for such a person than to be able to purchase his subsistence
from day to day, or even from hour to hour, as he wants it. He is

thereby enabled to employ almost his whole stock as a capital. He
is thus enabled to furnish work to a greater value, and the profit,
which he makes by it in this way, much more than compensates the
additional price which the profit of the retailer imposes upon the
goods. The prejudices of some political writers against shopkeepers
and tradesmen, are altogether without foundation. So far is it from
being necessary, either to tax them, or to restrict their numbers, that
they can never be multiplied so as to hurt the publick, though they
may so as to hurt one another. The quantity of grocery goods, for
example, which can be sold in a particular town, is limited by the
demand of that town and its I neighbourhood. The capital, therefore,
which can be employed in the grocery trade cannot exceed what is
sufficient to purchase that quantity. If this capital is divided between
two different grocers, their competition will tend to make both of them

lied. Xdoes not contain 'its'.]
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sell cheaper, than if it were in the hands of one only ; and if it were

divided among twenty, their competition would be just so much the
greater, and the chance of their combining together, in order to raise
the price, just so much the less, Their competition might perhaps
ruin some of themselves ; but to take care of this is the business of_L
e parties concerned, and it may safely be trusted to their discre-

tion. It can never hurt either the consumer, or the producer; on the
contrary, it must tend to make the retailers both sell cheaper and
buy dearer, than if the whole trade was monopolized by one or
two persons. Some of them, perhaps, may sometimes decoy a weak
customer to buy what he has no occasion for. This evil, however,
is of too little importance to deserve the publick attention, nor would

it necessarily be prevented by restricting their numbers. It is not
the multitude of ale-houses, to give the most suspicious example, that
occasions a general disposition to drunkenness among the common
people; but that disposition arising from other causes necessarily
gives employment to a multitude of ale-houses.

Theemploy- The persons whose capitals are employed in any of those four waysers of such

capitalsare are themselves productive labourers. Their labour, when properlyproductive
labourers directed, fixes and realizes itself in the subject or vendible commodity

upon which it is bestowed, and generally adds to its price the value at
least of their own maintenance and consumption. 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 first produce, and the
two last buy and sell. Equal capitals, however, employed in each of
those four different ways, will immediately 1 put into motion very
different quantities of productive labour, and augment too in very
different proportions the value of the annual produce of the land and
labour of the society to which they belong.

thecapital The capital of the retailer replaces, together with its profits, that ofof the re-

tailer em- the merchant of whom he purchases goods, and thereby enables him_loysonly
1resell; to continue his business. The retailer himself is the only productive

labourer whom it immediately employs. In his pr_ofits, consists the
whole value which its employment adds to the annual produce of the
land and labour of the society.

thecapital The capital of the wholesale merchant replaces, together with theirof the mer-

chant era- profits, the capitals of the farmers and manufacturers of whom he pur-ploys sailors
andcarriers; chases the rude and manufactured produce which he deals in, and

thereby enables them to continue their respective trades. It is by
this service chiefly that he contributes indirectly to support the pro-

1 led. x does not contain ' immoqi_tely ' here or seven lines lower down,]



CH. V] EMPLOYMENT OF CAPITALS 343

ductive labour of the society, and to increase the value of its annual
produce. His capital employs too the sailors and carriers who trans-
port his goods from one place to another, and it augments the price of

those 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 these respects is a good deal superior to that of
the capital of the retailer.

Part of the capital of the master manufacturer is employed as a thecapitalof the manu-
fixed capital in the instruments of his trade, and replaces, together facturerera-
with its profits, that of some other artificer of whom he purchases them. ployshisworkmen ;

Part of his circulating capital is employed in purchasing materials, and
replaces, with their profits, the capitals of the tkrmers and miners of
whom he purchases them. But a great part of it is always, either
annually, or in a much shorter period, distributed among the different
workmen whom he employs. It augments the value of those materials
by their wages, and by their masters profits upon the whole stock of
wages, materials, and instruments of trade employed in the business.

It puts immediately 1 into motion, therefore, a much greater quantity
of productive labour, and adds a mueh greater value to the annual
produce of the land and labour of the society, than an equal capital in
the hands of any wholesale merchant.

No equal capital puts into motion a greater quantity of productive the capital
of the farm-

labour than that of the farmer. Not only his labouring servants, but eremplo_
his _ervants

his labouring cattle, are productive labourer_ In agriculture too nature andhis
labours along with man ; and though her labour costs no expence, its cattle,andadds a much

produce has its value, as well as that of the most expensive workmen, greatervalue to the

The most important operations of agriculture seem intended, not so annualpro-ducethan
much to increase, though they do that too, as to direct the fertility of othg

capital.
nature towards the production of the plants most profitable to man.
A field overgrown with briars and brambles may frequently produce
as great a quantity of vegetables as the best cultivated vineyard or corn
field. Planting and tillage frequently regulate more than they animate
the active fertility of nature ; and after all their labour, a great part of
the work always remains to be done by her. The labourers and labour-

hag cattle, therefore, employed in agriculture, not only occasion, like
the workmen in manufactures, the reproduction of a value equal to
their own consumption, or to the capital which employs them, together
with its owners profits ; but of a much greater value. Over and above

the capital of the farmer and all its profits, the_)"regularly occasion the

J led. x does not contain ' immediately '.]
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reproduction of the rent of the landlord. This rent may be considered
as the produce of those powers of nature, the use of which the landlord
lends to the farmer. It is greater or smaller according to the supposed
extent of those powers, or in other words, according to the supposed
natural or improved fertility of the land. It is the work of nature
which remains after deducting or compensating every thing which can
be regarded as the work of man. It is seldom less than a fourth, and
frequently more than a third of the whole produce. No equal quantity
of productive labour employed in manufactures can ever occasion so

great a reproduction. In them nature does nothing; man does all;
and the reproduction must always be in proportion to the strength

of the agents that occasion it. The capital employed in agriculture,
therefore, not only puts into motion a greater quantity of productive

labour than any equal capital employed in manufactures, but in propor-
tion too to the quantity of productive labour which it employs, it adds

a much greater value to the annual produce of the land and labour of
the country, to the real wealth and revenue of its inhabitants. Of all
the ways in which a capital can be employed, it is by far the most
advantageous to the society.

Capitalsera- The capitals employed in the agriculture and in the retail trade of
ployed in
agriculture any society, must always reside within that society. Their employment
and retail
trademust is confined almost to a precise spot, to the farm, and to the shop of the
reside_dth- retailer. They must generally too, though there are some exceptionsin the

country, to this, belong to resident members of the society.
thecapital The capital of a wholesale merchant, on the contrary, seems to have
of the mer-

chant may no fixed or necessary residence anywhere, but may wander about from
resideany- place to place, according as it can either buy cheap or sell dear.where ;

thecapital The capital of the manufacturer must no doubt reside where the
of the manu-

facturer manufacture is carried on; but where this shall be is not always
must be
wherethe necessarily determined. It may frequently be at a great distance both
manufacture from the place where the materials grow, and from that where the corn-is, but that

is notneces- plete manufacture is consumed. Lyons is very dista0t both from thesarily deter-

mined, placeswhich affordthe materialsof itsmanufactures,and from those

which consume them. The people of fashioninSicilyare cloathedin
silksmade in othercountries,from the materialswhich theirown

produces. Part ofthe wool ofSpain ismanufacturedinGreat Britain,

and some partofthatclothisafterwardssentback to Spain.

Whether Whether the merchant whose capital exports the surplus produce of
the mer-

chant who any society be a native or a foreigner, is of very little importance. If
exportsbe- he is a foreigner, the number of their productive labourers is necessarilylongs to the

country or lessthan ifhe had been a nativeby one man only; and the valueofnot makes
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their annual produce, by the profits of that one man. The sailors or littlediffer-
carriers whom he employs may still belong indifferently either to his ence.
country, or to their country, or to some third country, in the same
manner as if he had been a native. The capital of a foreigner gives a
value to their surplus produce equally with that of a native, by ex-
changing it for something for which there is a demand at home. It as
effectually replaces the capital of the person who produces that surplus,
and as effectually enables him to continue his business ; the service by
which the capital of a wholesale merchant chiefly contributes to support
the productive labour, and to augment the value of the annual produce
of the society to which he belongs.

It is of more consequence that the capital of the manufacturer should The capital
reside within the country. It necessarily puts into motion a greater facturerOfthemann-will

quantity of productive labour, and adds a greater value to the annual put intomotion more

produce of the land and labour of the society. It may, however, be nativela-bourif it

very useful to the country, though it should not reside within it. The resideswith-in the coun-

capitals of the British manufacturers who work up the flax and hemp try.but may
be useful

annually imported from the coasts of the Baltic, are surely very useful evenif out-
to the countries which produce them. Those materials are a part of sideit.
the surplus produce of those countries which, unless it was annually
exchanged for something which is in demand there, would be of no
value, and would soon cease 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 British
manufacturers replace the capita]s of those merchants.

A particular country, in the same manner as a particular person, may Particular
frequently not have capital sufficient both to improve and cultivate all countriesoften have

its lands, to manufacture and prepare their whole rude produce for ira- not enoughcapital for

mediate use and consumption, and to transport the surplus part either cultivation,manufac-

of the rude or manufactured produce to those distant markets where it tures,and
transporta-

can be exchanged for something for which there is a demand at home. tion

The inhabitants of many different parts of Great Britain have not capital
sufficient to improve and cultivate all their lands. The wool of the

southern counties of Scotland is, a great part of it, after a long land
carriage through very bad roads, manufactured in Yorkshire, for want

of a capital to manufacture it at home. There are many little manu-
facturing towns in Great Britain, of which the inhabitants have not

capital sufficient to transport the produce of their own industry to those
distant markets where there is demand and consumption for it. If there
are any merchants among them, they are properly only the agents of
wealthier merchants who reside in some of the greater commercial cities,



544] EMPLOYMENT OF CAPITALS [BK. II

In such When the capital of any country is not sufficient for all those three
cases the
largerthe purposes, in proportion as a greater share of it is employed in agricul-
proportion
employedin ture, the greater will be the quantity of productive labour which it puts
agriculture, intO motion within the country ; as will likewise be the value which itsthe larger

willbe the employment adds tO the annuaJ produce of the land and labour of theannual pro-

duce. society. After agriculture, the capital employed in manufactures puts
intO motion the greatest quantity of productive labour, and adds the

greatest value tO the annual produce. That which is employed in the
trade of exportation, has the least effect of any of the three.

Thequickest The country, indeed, which has not capital sufficient for all those
way to make

thecapital three purposes, has not arrived at that degree of opulence for which itsui_cient for

all these seems naturally destined. To attempt, however, prematurely and with
purposes is
to_gin an insufficient capital, tO do all the three, is certainly not the shortest
with the
mostprofit- way for a society, no more than it would be for an individual, to acquire
able. a sufficient one. The capital of all the individuals of a nation, has its

limits in the same manner as that of a single individual, and is capable
of executing only certain purposes. The capital of all the individuals
of a nation is increased in the same manner as that of a single individual,
by their continually accumulating and adding to it whatever they save
out of their revenue. It is likely tO increase the fastest, therefore,
when it is employed in the way that affords the greatest revenue tO all
the inhabitants of the country, as they will thus be enabled to make
the greatest savings. But the revenue of all the inhabitants of the

country is necessarily in proportion tO the value of the annual produce
of their land and labour.

Thatthey It has been the principal cause of the rapid progress of our American
have done so

istheprinci- colol_es towards wealth and greatness, that almost their whole capitals
pal cause of
the progress have hitherto been employed in agriculture. _ They have no manu-
oftheArnerl- factures, those houshold and coarser manufactures excepted whichcan colonies,

necessarily accompany the progress of agriculture, and which are the
work of the women and children in every private family. The greater

part both of the exportation and coasting trade of _meriea, is carried
on by the capitals of merclmnts who reside in Great Britain. Even the
stores and warehouses from which goods are retailed in some provinces,
particularly in Virginia and Maryland, belong many of them to
merchants who reside in the mother country, and afford one of the few
instances of the retail trade of a society being carried on by the capitals
of those who are not resident members of it. Were the Americans,

either by combination or by any other sort of violence, to stop the im-

portation of European manufactures, and, by thus giving a monopoly

[Below,p. 39o.]
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to such of their own countrymen as could manufacture the like goods,
divert any considerable part of their capital into this employment, they

would retard instead of accelerating the further increase in the value of
their annual produce, and would obstruct instead of promoting the
progress of their country towards real wealth and greatness. This
would be still more the case, were they to attempt, in the same manner,
to monopolize to themselves their whole exportation trade.

The course of human prosperity, indeed, seems scarce ever to have Greatcoun-
been of so long continuance as to enable any great country to acquire trieshavescarcely ever

capital sufficient for all those three purposes ; unless, perhaps, we give aeq_,redsu_cient

credit to the wonderful accounts of the wealth and cultivation of capitalforall those

China, of those of antient Egypt, and of the antient state of Indostan. purposes.
Even those three countries, the wealthiest, according to all accounts,
that ever were in the world, are chiefly renowned for their superiority
in agriculture and manufacture& They do not appear to ha_;e been
eminent for foreign trade. The antient Egyptians had a superstitious
antipathy to the sea ; 1 a superstition nearly of the same kind prevails
among the Indians; and the Chinese have never excelled in foreign

commerce. The greater part of the surplus produce of all those three
countries seems to have been always exported by foreigners, who gave

in exchange for it something else for which they found a demand there,
frequently gold and silver.

It is thu_s that the same capital will in any country put into motion a DiffLrent
kinds of

greater or smaller quantity of productive labour, and add a greater or wholesale
smaller value to the annual produce of its land and labour, according to tradeeraploydifferent

the different proportions in which it is employed in agriculture, manu- quantitiesofproductive
factures, and wholesale trade. The difference too is very great, accord- labourandadd different

ing to the different sorts of wholesale trade in which any part of it is amountstothe annual

employecL produce.
All wholesale trade, all buying in order to sell again by wholesale, Thereare

may be reduced to three different sorts. The home trade, the foreign three di_er-ent kinds of

trade of consumption, and the carrying trade. The home trade is trade, home,foreign and

employed in purchasing in one part of the same country, and selling in carrying.
another, the produce of the industry of that country. It comprehends
both the inland and the coasting trade. The foreign trade of con-

sumption is employed in purchasing foreign goods for home consump-
tion. The currying trade is employed in transacting the commerce

1 [Possibly the supposed authority for this statement is Monteaquieu, Eyflrc't des/..a/s, l!v.,
xxi., e.h. vi. : ' L'Egypte 61oign_e par la religion et par les moeurs de toute cornrnumcatton
avee lea 6trangers, ne faisait guGre de commerce au-de.hors...*. Les Egyptaens fu_nt sl .peu
jaloux du commerce du dehors qu'ils laiss_rent celm de la mer rouge /t toutea _ez pente6
nations qui y eurent quelque port.']
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of foreign countries, or in carrying the surplus produce of one to
another.

Capitalera- The capital which is employed in purchasing in one part of the
_loyed in
uyingin country in order to sell in another the produce of the industry of that

onepartof country, generally replaces by every such operation two distinct capitalsthe country

to sell in that had both been employed in the agriculture or manufactures ofanother re-

placestwo that country, and thereby enables them to continue that employment.domestic
capitals. When it sends out from the residence of the merchant a certain value

of commodities, it generally brings back in return at least an equal
value of other commodities. When both are the produce of domestick

industry, it necessarily replaces by every such operation two distinct
capitals, which had both been employed in supporting productive
labour, and thereby enables them to continue that support. The
capital which sends Scotch manufactures to London, and brings back
English corn and manufactures to Edinburgh, necessarily replaces, by
every such operation, two British capitals which had both been em-
ployed in the agriculture or manufactures of Great Britain.

Capitalera- The capital employed in purchasing foreign goods for home-con-
ployed in
_mportatlo. sumption, when this purchase is made with the produce of domestiek
replacesone industry, replaces too, by every such operation, two distinct capitals ;domestic

and one but one of them only is employed in supporting domestiek industry.foreign capi-

tal. The capital which sends British goods to Portugal, and brings back
Portuguese goods to Great Britain, replaces by every such operation
only one British capital. The other is a Portuguese one. Though the
returns, therefore, of the foreign trade of consumption should be as
quick as those of the home-trade, the capital employed in it will give
but one-half the encouragement to the industry or productive labour of
the country.

Itsreturns But the returns of the foreign trade of consumption are very seldom
are not so
quickas so quick as those of the home-trade. The returns of the home-trade
thC_ehomeOftrade. generally come in before the end of the year, and sometimes three or

four times in the year. The returns of the foreign trade of consumption
seldom come in before the end of the year, and sometimes not till after
two or three years. A capital, therefore, employed in the home-trade
will sometimes make twelve operations, or be sent out and returned
twelve times, before a capital employed in the foreign trade of con-

sumption has made one. If the capitals are equal, therefore, the one
will give four and twenty times more encouragement and support to
the industry of the country than the other. 1

1 [If this doctrine a.s to the advantage of quick returns had been applied earlier in the
chapter, it would have made havoc of the argument as to tb,e superiority of agriculture.J
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The foreign goods for home-consumption may sometimes be pur- Ronnd_bout
foreign trade

chased, not with the produce of domestiek industry, but with some hasthetmme
effect a_

other foreign goods. These last, however, must have been purchased direct.
either immediately with the produce of domestiek industry, or with

something else that had been purchased with it; for the ease of war
and conquest excepted, foreign goods can never be acquired, but in
exchange fbr something that had been produced at home, either
mediately, or after two or more different exchanges. The effects,
therefore, of a capital employed in such a round-about foreign trade
of consumption, are, in every respect, the same as those of one employed
in the most direct trade of the same kind, except that the final returns
are likely to be still more distant, as they must depend upon the
returns of two or three distinct foreign trades. If the flax and hemp
of Riga are purchased with the tobacco of Virginia, which had been
purchased with British manufactures, the merchant must wait for the
returns of two distinct foreign trades before he can employ the same
capital in re-purchasing a like quantity of British manufactures. If

the tobacco of Virginia had been purchased, not with British manu-
factures, but with the sugar and rum of Jamaica which had been
purchased with those manufactures, he must wait for the returns of
three. If those two or three distinct foreign trades should happen
to be carried on by two or three distinct merchants, of whom the
second buys the goods imported by the first, and the third buys those
imported by the second, in order to export them again, each merchant
indeed will in this case receive the returns of his own capital more
quickly; but the final returns of the whole capital employed in the
trade will be just as slow as ever. Whether the whole capital employed
in such 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 particular merchants. Three times a greater capital
must in both cases be employed, in order to exchange a certain value
of British manufactures for a certain quantity of flax and hemp, than
would have been necessary, had the manufactures and the flax and

hemp been directly exchanged for one another. The whole capital
employed, therefore, in such a round-about foreign trade of consump-
tion, will generally give less encouragement and support to the
productive labour of the country, than an equal capital employed in a
more direct trade of the same kind.

Whatever be the foreign commodity with which the foreign goods Foreign
trade carried

for home-consumption are purchased, it can occasion no essential differ- onbymeans
ence either in the nature of the trade, or in the encouragement and ofgoldandsilver is i_
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no waydif- support which it can give to the productive labour of the country from
ferent from
the rest. which it is carried on. If they are purchased with the gold of Brazil,

for example, or with the silver of Peru, this gold and silver, like the

tpbaeco of Virginia, must have been purchased with something that
either was the produce of the industry of the country, or that had been
purchased with something else that was so. So far, therefore, as the
productive labour of the country is concerned, the foreign trade of
consumption which is carried on by means of gold and silver, has all
the advantages and all the inconvenieneies of any other equally round-
about foreign trade of consumption, and will replace just as fast or just

as slow the capital which is immediately employed in supporting that
productive labour. It seems even to have one advantage over any
other equally round-about foreign trade. The transportation of those
metals from one place to another, on account of their small hulk and
great value, is less expensive than that of almost any other foreign
goods of equal value. Their freight is much less, and their insurance
not greater; and no goods, besides, are less liable to suffer by the
carriage, x An equal quantity of foreign goods, therefore, may frequently
be purchased with a smaller quantity of the produce of domestiek
industry, by the intervention of gold and silver, than by that of any
other foreign goods. The demand of the country may frequently, in
this manner, be supplied more completely and at a smaller expenee

than in any other. Whether, by the continual exportation of those
metals, a trade of this kind is likely to impoverish the country from

which it is carried on, in any other way, I shall have occasion to examine
at great length hereafter. 2

Capitalera- That part of the capital of any country which is employed in the
ployed in the
carrying carrying trade, is altogether withdrawn from supporting the productive
tradere- labour of that particular country, to support that of some foreignplaces two

foreigncapi- countries. Though it may replace by every operation two distincttals.

capitals, yet neither of them belongs 3 to that particular country. The
capital of the Dutch merchant, which carries the co_n of Poland to
Portugal, and brings back the fruits and wines of Portugal to Poland,
replaces by every such operation two capitals, neither of which had
been employed in supporting the productive labour of Holland; but
one of them in supporting that of Poland, and the other that of Portugal.

The profits only return regularly to Holland, and constitute the whole
addition which this trade necessarily makes to the annual produce of

it _ay era- the land and labour of that country. When, indeed, the carrying trade
ploy ships
andsailors of any particular country iscarried on with the ships and sailors of that

1[The second part of this sentence is not in Ed. x.]
_[Bk. iv.] S['Ed. x reads'belong'.]
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country, that part of the capital employed in it which pays the freight, belongingto
the country,

is distributed among, and puts into motion, a certain number of produc- but this is
not alway_

rive labourers of that country. Almost all nations that have had any the case.
considerable share of the carrying trade have, in fact, carried it on in
this manner. The trade itself has probably derived its name from
it, the people of such countries being the carriers to other countries.
It does not, however, seem essential to the nature of the trade that it

should be so. A Dutch merchant may, for example, employ his capital
in transacting the commerce of Poland and Portugal, by carrying part
of the surplus produce of the one to the other, not in Dutch, hut in
British bottoms. It may be presumed, that he actually does so upon
some particular occasions. It is upon this account, however, that the a.d equal

capital era-
carrying trade has been supposed peculiarly advantageous to such a ployedin
country as Great Britain, of which the defence and security depend ,mpoftatio,Or _oa_t_ng

upon the number of its sailors and shipping. But the same capital may trade_aayemploy as

employ as many sailors and shipping, either in the foreign trade of manyshipsand men.

consumption, or even in the home-trade, when carried on by coasting
vessels, as it could in the carrying trade. The number of sailors and

shipping which any particular capital can employ, 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 distance of the ports
between which they are to be carried ; chiefly upon the former of those
two circumstances. The coal-trade from Newcastle to London, for

example, employs more shipping than all the carrying trade of England,
though the ports are at no great distance. To force, therefore, by
extraordinary encouragements, a larger share of the capital of any
country into the carrying trade, than what would naturally go to it,
will not always necessarily increase the shipping of that country.

The capital, therefore, employed in the home-trade of any country Capitalm
home trade

will generally give encouragement and support to a greater quantity of therefore
productive labour in that countrb, and increase the value of its annual supportsmore pro-

produce more than an equal capital employed in the ibreign trade of ductivelabour than

consumption : and the capita] employed in this latter trade has in both _apltalem-ployedin
these respects a still greater advantage over an equal capital employed foreign

trade,

in the carrying trade. The riches, and so far as power depends upon which,how-
ever, sup-

riches, the power of every country, must always be in proportion to the portsmore
than capital

value of its annual produce, the fund from which all taxes must m thecarry-
ultimately be paid. But the great object of the political ceconomy of ingtrade

Political

every country, is to increase the riches and power of that country. It economy
ought con-

ought, therefore, to give no preference nor superior encouragement to sequently
not tO allure

the foreign trade of consumption above the home-trade, nor to the capitaliato
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theforeign carrying trade above either of the other two. It ought neither to
or the carry-
ing trade, force nor to allure into either of those two channels, a greater share of

the capital of the country than what would naturally flow into them
of its own accord.

thougheach Each of those different branches of trade, however, is not only
is advanta-
ge0uswhen advantageous, but necessary and unavoidable, when the course of
troduceo.naturallY_n- things, without any constraint or violence, naturally introduces it.

Thesurplus When the produce of any particular branch of industry exceeds what
of thepro- the demand of the country requires, the surplus must be sent abroad,duee ofpar-

branchestiCularof and exchanged for something for which there is a demand at home.
industry Without such exportation, a part of the productive labour of themust be sent

abroad, country must cease, 1 and the value of its annual produce diminish.
The land and labour of Great Britain produce generally more corn,
woollens, and hard ware, than the demand of tile home-market

requires. The surplus part of them, therefore, must be sent abroad,
and exchanged for something for which there is a demand at home.

It is only by moans of such exportation, that this surplus can ac-
quire a va]ue sufficient to compensate the labour and expence of pro-
ducing it. The neighbourhood of the sea coast, and the banks of
all navigable rivers are advantageous situations for industry, only
because they facilitate the exportation and exchange of such surplus
produce for something else which is more in demand there.

Foreign When the foreign goods which are thus purchased with the surplus
goodso_ produce of domestic industry exceed the demand of the home-market,tamed in ex-

change must the surplus part of them must be sent abroad again, and exchangedoften be re-

exported, for something more in demand at home. About ninety-six thousand
hogsheads of tobacco are annua]ly purchased in Virginia and Maryland,
with a part of the surplus produce of British industry. But the
demand of Great Britain does not require, perhaps, more than fourteen
thousand. 2 If the remaining eighty-two thousand, therefore, could not
be sent abroad and exchanged for something more in demand at home,
the importation of them must cease immediately_ and with it the
productive labour of all those inhabitants of Great Britain, who are at
present employed in preparing the goods with which these eighty-two

thousand hogsheads are annually purchased. Those goods, which are
part of the produce of the land and labour of Great Britain, having no

i [But why may not the labour be diverted to the production of ' something for which
there is a demand at home'? The 'corn, woollens and hardware' immediately below
perhaps suggest that it is supposed the country has certain physical characteristics which
compel its mlmbitants to produce particular commodities. ]

2 [Below, vol. ii., p. 2. The figures 96,0oo and i 3, 500 are given in the continuation of
Anderson's Commerce, A.D. 1775, ed. of xSox, vol. iv., p. x87.]
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m_ket at home, and being deprived of that which they had abroad,
must cease to be produced. The most round-about foreign trade of
consumption, therefore, may, upon some occasions, be as necessary for
supporting the productive labour of the country, and the value of its
annual produce, as the most direct.

When the capital stock of any country is increased to such a degree, Whentheother em-
that it cannot be all employed in supplying the consumption, and sup- ployments

are full, the
porting the productive labour of that particular country, the surplus part surplu_capi-
of it naturally disgorges itself into the carrying trade, and is employed it_zftaldisgorge_lnto
in performing the same offices to other countries. The carrying trade thecarryh_gtrade, which

is the natural effect and symptom of great national wealth ; but it does i_a symp-tomrather
not seem to be the natural cause of it. Those statesmen who have thana cause

of great
been disposed to favour it with particnlar encouragements, seem to have nat_nnalwealth.
mistaken the effect and symptom for the cause. Holland, in proportion
to the extent of the land and the number of its inhabitants, by far the
richest comltry in Europe, has, accordingly, the greatest share of the

carrying trade of Europe. England, perhaps the second riches t country
of Europe, is likewise supposed to have a considerable share of it;

though what commonly passes for the carrying trade of England, will
frequently, perhaps, be found to be no more than a round-about foreign
trade of consumption. Such are, in a great measure, the trades which
carry the goods of the East and West Indies, and of America, to differ-
ent European markets. Those goods are generally purchased either
immediately with the produce of British industry, or with something
else which had been purchased with that produce, and the final returns
of those trades are generally used or consumed in Great Britain. The
trade which is carried on in British bottoms between the different ports
of the Mediterranean, and some trade of the same kind carried on by
British merchants between the different ports of India, make, perhaps,
the principal branches of what is properly the carrying trade of Great
Britain.

The extent of the home-trade and of the capital which can be era- Thepossible
extent of the

ployed in it, is necessarily limited by the value of the surplus produce carrying
of all those distant places within the country which have occasion to tradeismuch the

exchange their respective productions with one another. That of the greatest.

foreign trade of consumption, by the value of the surplus produce of
the whole country and of what can be purchased with iL That of the
carrying trade, by the value of the surplus produce of all the different
countries in the world. Its possible extent, therefore, is in a manner

infinite in comparison of that of the other two, and is capable of absorb-
ing the greatest capitals.

VOL. I._8
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dAgriculture The consideration of his own private profit, is the sole motive which
Oe$ not

Fieldsuit- determines the owner of any capital to employ it either in agriculture,
cient profit
toattract in manufactures, or in some particular branch of the wholesale or retail
all the capi-
t_ whichit trade. The different quantities of productive labour which it may put
mightab- into motion, and the different values which it may add to the annual8orb.

produce of the land and labour of the society, according as it is em-
ployed in one or other of those different ways, never enter into his
thoughts. In countries, therefore, where agriculture is the most profit-
able of all employments, and farming and improving the most direct
roads to a splendid fortune, the capitals of individuals will naturally be
employed in the manner most advantageous to the whole society. The
profits of agriculture, however, seem to have no superiority over those
of other employments in any part of Europe. Projectors, indeed, in
every comer of it, have within these few years amused the public with
most magnificent accounts of the profits to be made by the cultivation
and improvement of land. Without entering into any particular dis-
cussion of their calculations, a very simple observation may satisfy us
that the result of them must be false. We see every day the most

splendid fortunes that have been acquired in the course of a single life
by trade and manufactures, frequently from a very small capital, some-
times from no capital. A single instance of such a fortune acquired by
agriculture in the same time, and from such a capital, has not, perhaps,
occurred in Europe during the course of the present century. In
all the great countries of Europe, however, much good land still re-
mains uncultivated, and the greater part of what is cultivated, is far
from being improved to the degree of which it is capable. Agriculture,
therefore, is almost every-where capable of absorbing a much greater

Thereason capital than has ever yet been employed in it. What circumstances in
will be ex-

plained in the policy of Europe have given the trades which are carried on in
the next two
book,, towns so great an advantage over that which is carried on in the

country, that private persons frequently find it more for their ad-
vantage to employ their capitals in the most distant c_rying trades of
Asia and America, than in the improvement and cultivation of the most

fertile fields in their own neighbourhood, I shall endeavour to explain
at full length in the two following books.



BOOK III

Of the different Progress of Opulence in different Nations

CHAPTER I

OF THE NATURAL PROGRESS OF OPULENCE

HE great commerce of every civilized society, is that carried on The great
between the inhabitants of the town and those of the country, thatc°mmercebe-is

It consists in the exchange of rude for manufactured produce, either tweentownand country,

immediately, or by the intervention of money, or of some sort of which is ob-viously ad-

paper which represents money. The country supplies the town with vaot_geou8to both.
the means "of subsistence, and the materials of manufacture. The

town repays this supply by sending baek a part of the manufactured
produce to the inhabitants of the country. The town, in which there

neither is nor can be any reproduction of substances, 1 may very
properly be said to gain its whole wealth and subsistence from the
country. We must not, however, upon this aeeount, imagine that
the gain of the town is the loss of the country. The gains of both
are mutual and reciprocal, and the division of labour is in this, as in
all other eases, advantageous to all the different persons employed in
the various occupations into which it is subdivided. The inhabitants
of the country purchase of the town a greater quantity of manu_faetured
goods, with the produce of a much smaller quantity of their own

labour, than they must have employed had they attempted to prepare
them themselves. The town affords a market for the surplus produce
of the country, or what is over and above the maintenance of the

eultivato/rs, and it is there that the inhabitants of the country exchange

l [The error that agriculture produces substances and manufacture only alters them is
doubtless at the bottom of much of the support gained by the theory of productive and un-
productive L_bour.]

(s55)
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it for something else which is in demand among them. The greater
the number and revenue of the inhabitants of the town, the more
extensive is the market which it affords to those of the country ; and
the more extensive that market, it is always the more advantageous
to a great number. The corn which grows within a mile of the town,

sells there for the same price with that which comes from twenty
miles distance. But the price of the latter must generally, not only
pay the expence of raising and bringing it to market, but afford too
the ordinary profits of agriculture to the farmer. The proprietors and
cultivators of the country, therefore, which lies in the neighbourhood
of the town, over and above the ordinary profits of agriculture, gain,
in the price of what they sell, the whole value of the carriage of the
like produce that is brought from more distant parts, and they save,

besides, the whole value of this carriage in the price of what they
buy. Compare the cultivation of the lands in the neighbourhood of
any considerable town, with that of those which lie at some distance

from it, and you will easily satisfy yourself how much the country
is benefited by the commerce of the town. Among all the absurd
speculations that have been propagated concerning the balance of

trade, it has never been pretended that either the country loses by
its commerce with the town, or the town by that with the country
which maintains it.

The cultiva- AS subsistence is, in the nature of things, prior to conveniency and
tion of the

country luxury, SOthe industry which procures the former, must necessarily be
musthe prior to that which ministers to the latter. The cultivation and im-prior to the

increaseof provement of the country, therefore, which affords subsistence, must,tbe town,

necessarily, be prior to the increase of the town, which furnishes only
the means of conveniency and luxury. It is the surplus produce of
the country only, or what is over and above the maintenance of the
cultivators, that constitutes the subsistence of the town, which can

therefore increase only with the increase of this surplus produce.
thoughthe The town, indeed, may not always derive its whole s*ubsistence from
town may
sometimes the country in its neighbourhood, or even from the territory to
bedistant which it belongs, but from very distant countries ; and this, thoughfrom the

country it forms no exception from the general rule, has occasioned con-from which

it derivesits siderable variations in the progress of opulence in different ages andsubsistence.

nations.

This order That order of things which necessity imposes in general, though not
of things is
favouredby in every particular country, is, in every particular country, promoted
thenatural by the natural inclinations of man. If human institutions had neverpreference

of_n for thwarted those natural inclinations, the towns could no-where have in-agriculture.
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creased beyond what the improvement and cultivation of the territory
in which they were situated could support ; till such time, at least, as
the whole of that territory was completely cultivated and improved.
Upon equal, or nearly equal profits, most men will chuse to employ
their capitals rather in the improvement and cultivation of land, than
either in manufactures or in foreign trade. The man who employs his
capital in land, has it more under his view and command, and his
fortune is much less liable to accidents, than that of the trader, who is
obliged frequently to commit it, not only to the winds and the waves,

but to the more uncertain elements of human folly and injustice, by
giving great credits in distant countries to men, with whose character

and situation he can seldom be thoroughly acquainted. The capital of
the landlord, on the contrary, which is fixed in the improvement of
his land, seems to be as well secured as the nature of human affairs

can admit of. The beauty of the country besides, the pleasures of a
country life, the tranquillity of mind which it promises, and wherever

the injustice of human laws does not disturb it, the independency
which it really affords, have charms that more or less attract ever),
body; and as to cultivate the ground was the original destination of
man, so in every stage of his existence he seems to retain a predilec-
tion for this primitive employment.

Without the assistance of some artificers, indeed, the cultivation of land Cultivators

cannot be carried on, but with great ineonvenieney and continual require theassistance of

interruption. Smiths, carpenters, wheel-wrights, and plough-wrights, artificers,who settle
together and

masons, and bricklayers, tanners, shoemakers, and taylors, are people, fo_ma vii-
whose service the farmer has frequent occasion for. Such artificers too lags.ar,dtheir era-
stand, oecasionally, in need of the assistance of one another; and as ployment

augments
their residence is not, like that of the farmer, necessarily tied down to w_ththeim-

provement
a precise spot, they naturally settle in the neighbourhood of one of the
another, and thus form a small town or village. The butcher, the country.
brewer, and the baker, soon join them, together with many other
artificers and retailers, necessary or useful for supplying their occasional
wants, and who contribute still further to augment the town. The
inhabitants of the town and those of the country are mutually the
servants of one another. The town is a continual fair or market, to

which the inhabitants of the country resort, in order to exchange their
rude for manufactured produce. 1 It is this commerce which supplies
the inhabitants of the town both with the materials of their work, and

the means of their subsistence. The quantity of the finished work

1 [This passage, from the beginniag of the paragraph, may well have been suggested by
Camtilloa, Esaai, pp. xx-2a.]
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which they sell to the inhabitants of the country, necessarily regulates
the quantity of the materials and provisions which they buy. Neither
their employment nor subsistence, therefore, can augment, but in
proportion to the augmentation of the demand from the country for
finished work; and this demand can augment only in proportion to
the extension of improvement and cultivation. Had human institutions,
therefore, never disturbed the natural course of things, the progressive
wealth and increase of the towns would, in every political society, be
consequential, and in proportion to the improvement and cultivation of
the territory or country.

Inthe In our North American colonies, where uncultivated land is still to
American
coloniesan be had upon easy terms, no manufactures for distant sale have ever yet
artificerwho been established in any of their towns. When an artificer has acquiredhas acquired

sumclcnt a little more stock than is necessary for carrying on his own business instock be-

come_a supplying the neighbouring country, he does not, in North America,planter in-
steadof attempt to establish with it a manufacture for more distant sale, butmanufac-
turing for employs it in the purchase and improvement of uncultivated land.
distant_aJc. From artificer he becomes planter, and neither the large wages nor the

easy subsistence which that country affords to artificers, can bribe him
rather to work for other people than for himself. He feels that an
artificer is the servant of his customers, from whom he derives his

subsistence; but that a planter who cultivates his own land, and
derives his necessary subsistence from the labour of his own family, is
really a master, and independent of all the world.

as incoun- In countries, on the contrary, where there is either no uncultivated
tries where
nouncuhi, land, or none that can be had upon easy terms, every artificer who has
ratedland acquired more stock than he can employ in the occasional jobs of thecan be pro-

cured, neighbourhood, endeavours to prepare work for more distant sale.
The smith erects some sort of iron, the weaver some sort of linen or

woollen manufactory. Those different manufactures come, in process
of time, to be gradually subdivided, and thereby improved and refined
in a great variety of ways, which may easily be conceiv_ed, and which it
is therefore unnecessary to explain any further.

Manufac- In seeking for employment to a capital,manufacturesare,upon

ture_are equal or nearly equal profits, naturally preferred to foreign commerce,naturally

Foreferredto for the same reason that agriculture is naturally preferred to manu-reign com-

merce, factures. As the capital of the landlord or farmer is more secure than
that of the manufacturer, so the capital of the manufacturer, being at
all times more within his view and command, is more secure than that

of the foreign merchant. In every period, indeed, of every society, the
surplus part both of the rude and manufactured produce, or that for
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which there is no demand at home, must be sent abroad in order to be

exchanged for something tbr which there is some demand at home.
But whether the capital, which carries this surplus produce abroad, be
a foreign or a domestic one, is of very little importance. If the society
has not acquired sufficient capital both to cultivate all its lands, and to
manufacture in the completest manner the whole of its 1rude produce,
there is even a considerable advantage that that rude produce should 2
be exported by a foreign capital, in order that the whole stock of the
society may be employed in more useful purposes. The wealth of
ancient Egypt, that of China and Indostan, sufficiently demonstrate
that a nation may attain a very high degree of opulence, though the
greater part of its exportation trade be carried on by foreigners. The
progress of our North American and West Indian colonies would have
been much less rapid, had no capital but what belonged to themselves
been employed in exporting their surplus produce.

According to the natural course of things, therefore, the greater part So thenatu-
of the capital of every growing society is, first, directed to agriculture, ral courseofthings is

afterwards to manufactures, and last of all to foreign commerce. This first a_icul-ture, then

order of things is so very natural, that in every society that had any manufac-tures,and

territory, it has always, I believe, been in some degree observed, finany
foreign corn-

Some of their lands must have been cultivated before any considerable merce.

towns could be established, and some sort of coarse industry of the
manufacturing kind must have been carried on in those towns, before

they could well think of employing themselves in foreign commerce.
But though this natural order of things must have taken place in Butthts

order has
some degree in every such society, it has, in all the modem states beenin

of ]_urope, been, in many respects, entirely inverted. The foreign manyre-spectsin-

commeree of some of their cities has introduced all their finer manu- vetted.

factures, or such as were fit for distant sale; and manufactures and

foreign commerce together, have given birth to the principal improve-
ments of agriculture. The manners and customs which the nature of

their original government introduced, and which remained after that
government was greatly altered, necessarily forced them into this
unnatural and retrograde order.

I [Ed. I reads ' then" '.]

2 led. x reads ' considerable advantage that it should'.]



CHAPTER II

OF THE DISCOURAGEMENT OF AGRICULTURE IN THE ANCIENT STATE OF
EUROPE AFTER THE FALL OF THE ROMAN EMPIRE

Aft_the,_l _ THEN the German and Seythian nations over-ran the western
OfRomantheEra- _/ V provinces of the Roman empire, the confusions which followed
_re all the

odof so great a revolution lasted for several centuries. The rapine and
Western violence which the barbarians exercised against the ancient inhabitants,Europe was

e,gros_ee, interrupted the commerce between the towns and the country. Thechiefly by

largepro- towns were deserted, and tile country was left uncultivated, and theprmtors.
western provinces of Europe, which had enjoyed a considerable degree
of opulence under the Roman empire, sunk into the lowest state of
poverty and barbarism. During the continuance of those confusions,
the chiefs and principal leaders of those nations, acquired or usurped
to themselves the greater part of the lands of those countries. A great

part of them was uncultivated ; but no part of them, whether cultivated
or uncultivated, was left without a proprietor. All of them were en-

grossed, and the greater_part by a few great proprietora
Primogeni- This original engrossing of uncultivated lands, though a great, might
ture and
entailspre- have been but a transitory evil. They might soon have been divided
ventedthe again, and broke into small parcels either by succession or by alienation.great estates

b_mg The law of primogeniture hindered them from being divided by succes-diwded.

sion : the introduction of entails prevented their being _roke into small

parcels by alienation. 1
Primogeni- When land, like moveables, is considered as the means only of
ture was in-
troduced subsistence and enjoyment, the natural law of succession divides it,
because like them, among all the children of the family ; of all of whom theevery- great

landlordwas subsistence and enjoyment may be supposed equally dear to the father.s petty

prince. This natural law of succession accordingly took place among the
Romans, who made no more distinction between elder and younger,

[Primogeniture and entails are censured as inimical to agriculture in Lectures, pp. x2o,
xa4, 2u8.]

(860)
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between male and female, in the inheritance of lands, than we do in
the distribution of moveables. But when land was considered as the

means, not of subsistence merely, but of power and protection, it was
thought better that it should descend undivided to one. In those
disorderly t_nes, every gre_t landlord was a sort of petty prince. His
tenants were his subjects. He was their judge, and in some respects
their legislator in peace, and their leader in war. He made war ac-

cording to his own discretion, frequently against his neighbours, and
sometimes against his sovereign. The security of a landed estate,
therefore, the protection which its owner could afford to those who
dwelt on it, depended upon its greatness. To divide it was to ruin it,

and to expose every part of it to be oppressed and swallowed up by
the incursions of its neighbours. The law of primogeniture, therefore,
came to take place, not immediately, indeed, but in process of time,
in the succession of landed estates, for the same reason that it has

generally taken place in that of monarchies, though not always at
their first institution. That the power, and consequently the security of
the monarchy, may not be weakened by division, it must descend

entire to one of the children. To which of them so important a pre-
ference shall be given, must be determined by some general rule,

founded not upon the doubtful distinctions of personal merit, but upon
some plain ulld evident difference which can admit of no dispute.

Among the children of the same family, there can be no indisputable
difference but that of sex, and that of age. The male sex is universally
preferred to the female ; and when all other things are equal, the elder
every-where takes place of the younger. Hence the origin of the right
of primogeniture, and of what is called lineal succession. 1

Laws frequently continue in force long after the circumstances, It i._nowun-
which first gave occasion to them, and which could alone render them reasonable.but supports

reasonable, are no more. In the present state of Europe, the pro- the prideoffamily dis-

prietor of a single acre of land is as perfectly secure of his possession as tinetions.
the proprietor of a hundred thousand. The right of primogeniture,
however, still continues to be respected, and as of all institutions it is
the fittest to support the pride of family distinctions, it is still likely to
endure for many centuries. In every other respect, nothing can be
more contrary to the read interest of a numerous family, than a right
which in order to enrich one, beggars all the rest of the children.

Entails are the natural consequences of the law of primogeniture. Entail_ha,_
They were introduced to preserve a certain lineal succession, of which the sameorigin,

the law of primogeniture first gave the idea, and to hinder any part of

1 [Lectures, pp. IXT-Xx8.J
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the original estate from being carried out of the proposed line either by
gift, or devise, or alienation ; either by the folly, or by the misfortune
of any of its successive owners. They were altogether unknown to the

Romans. Neither their substitutions nor fideicommisses bear any
resemblance to entails, though some French lawyers have thought proper
to dress the modern institution in the language and garb 1 of those
antient ones3

andarenow When great landed estates were a sort of principalities, entails mightab_mrd.
not be unreasonable. Like what are called the fundamental laws of

some monarchies, they might frequently hinder the security of thou-
sands from being endangered by the caprice or extravagance of one
man. But in the present state of ]_urope, when small as well as great
estates derive their security from the laws of their country, nothing
can he more completely absurd. They are founded upon the most
absurd of all suppositions, the supposition that every successive genera-
tion of men have not an equal right to the earth, and to all that it
possesses ; but that the property of the present generation should be
restrained and regulated according to the fancy of those who died
perhaps five hundred years ago. a Entails, however, are still respected

through the greater part of Europe, in those countries particularly in
which noble birth is a necessary qualification for the enjoyment either
of civil or military honours. F_ntails are thought necessary for main-
taining this exclusive privilege of the nobility to the great offices and
honours of their country; and that order having usurped one unjust

advantage over the rest of their fellow-citizens, lest their poverty
should render it ridiculous, it is thought reasonable that they should
have another. The common law of England, indeed, is said to abhor
perpetuities, and they are accordingly more restricted there than in

any other European monarchy ; though even England is not altogether
without them. In Scotland more than one-fifth, perhaps more than
one-third part of the whole lands of the country, are at present
supposed to be 4 under strict entail

Greatpro- Great tracts of uncultivated land were, in this manner, not only en-
prietora are
seldo_g_eat grossed by particular families, but the possibility of their being divided
improvers, again was as much as possible precluded for ever. It seldom happens,

however, that a great proprietor is a great improver. In the disorderly
times which gave birth to those barbarous institutions, the great pro-

lied. x reads 'form'.]
2[In Lectures, p. x23, the Roman origin of entails appears to be accepted.]
s [This.passage follows Ltctures, p. t24, rather closely, reproducing even the repetition of

' absurd'.]
4[F__.x doesnot contain ' supposedto be'.]
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prietor was sufficiently employed in defending his own territories, or
in extending his jurisdiction and authority over those of his neighbours.
He had no leisure to attend to the cultivation and improvement of
land. When the establishment of law and order afforded him this

leisure, he often wanted the inclination, and almost always the requisite
ahilitie_ If the expence of his house and person either equalled or
exceeded his revenue, as it did very frequently, he had no stock to
employ in this manner. If he was an ceconomist, he generally found
it more profitable to employ his annual savings in new purchases, than
in the improvement of his old estate. To improve land with profit,
like all other commercial projects, requires an exact attention to small
savings and small gains, of which a man born to a great fortune, even
though naturally frugal, is very seldom capable. The situation of
such a person naturally disposes him to attend rather to ornament
which pleases his fancy, than to profit for which he has so little.occasion.
The elegance of his dress, of his equipage, of his house, and household
furniture, are objects which from his infancy he has been accustomed

to have some anxiety about. The turn of mind which this habit
naturally forms, follows him when he comes to think of the improve-
ment of land. He embellishes perhaps four or five hundred acres in

the neighbourhood of his house, at ten times the expence which the
land is worth after all his improvements ; and finds that if he was to
improve" his whole estate in the same manner, and he has little taste
for any other, he would be a bankrupt before he had finished the tenth
part of it. There still remain in both parts of the united kingdom some

great estates which have continued without interruption in the hands
of the same family since the times of feudal anarchy. Compare the
present condition of those estates with the possessions of the small
proprietors in their neighbourhood, and you will require no other argu-
ment to convince you how unfavourable such extensive property is to
improvement. 1

If little improvement was to be experted from such great proprietors, Theocct_

still less was to be hoped for from those who occupied the land under pierswerenot likely to

them. In the ancient state of Europe, the occupiers of land were all improve,asthey were

tenants at will. They were all or almost all slaves" hut their slavery _lavesat-tachedto

was of a milder kind than that known among the ancient Greeks and thehod and
mcapabte oI

Romans, or even in our West Indian colonies. They were supposed to acquiring

belong more directly to the land than to their master. They could, property.
therefore, be sold with it, but not separately. They could marry,

_ provided it was with the consent of their master; and he could not

l [This remark follows Lectures, p. 208. Cp. below, pp. 382, 383, 39o.]
!
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afterwards dissolve the marriage by selling the man and wife to differ-
ent persons. If he maimed or murdered any of them, he was liable to
some penalty, though generally but to a small one, They were notj
however, capable of acquiring property. Whatever,they acquired was
acquired to their ma_qter, and he could take it from them at pleasure.
Whatever cultivation and improvement could be carried on by means
of such slaves, was properly carried on by their master. It was at his
expence. The seed, the cattle, and the instruments of husbandry were

all his_ It was for his benefit. Such slaves could acquire nothing
but their daily maintenance. It was properly the proprietor himself,
therefore, that, in this case, occupied his own lands, and cultivated

them by his own bondmen. This species of slavery still subsists in
Russia, Poland, Hungary, Bohemia, Moravia, and other parts of
Germany. It is only in the western and south-western provinces of
]_urope, that it has gradually been abolished altogether. 1

Slavelabour But if great improvements are seldom to be expected from great
is thedear- proprietors, they are least of all to be expected when they employe_t of all.

slaves for their workmem The experience of all ages and nations, I
believe, demonstrates that the work done by slaves, though it appears
to cost only their maintenance, is in the end the dearest of any. A
person who can acquire no property, can have no other interest but to
eat as much, and to labour as little as possible. Whatever work he
does beyond what is su_cient to purchase his own maintenance, can he
squeezed out of him by violence only, and not by any interest of his

ow_ In ancient Italy, how much the cultivation of corn degenerated,
how unprofitable it became to the master when it fell under the
management of slaves, is remarked by both Pliny and Columella. 2 In
the time of Aristotle it had not been much better in ancient Greece.

Speaking of the ideal republic described in the laws of Plato, to main-
rain five thousand idle men (the number of warriors supposed necessary
for its defence) together with their women and servants, would require,
he says, a territory of boundless extent and fertility, like'the plains of
Babylom 3

Atpr_ent The pride of man makes him love to domineer, and nothing mortifies
tobaccoSUgarandcan him so much as to be obliged to condescend to persuade his inferiors.
affordslave Wherever the law allows it, and the nature of the work can afford it,cultivation,

corncannot therefore, he will generally prefer the service of slaves to that of free-

] [' A small part of the West of Europe is the only portion of the globe that is free
from slavery,' ' and is nothing m comparison with the vast continents where it still pre-
vails.'--Lectures, p. 96.]

_[Pliny, H. N., lib. xviii., cap. iv. ; ColumeLla, De re rustica, lib. i., pr_efatio.]
3[Politics, zufisa.]
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men. The planting of sugar .and tobaeco can afford the expence of
Slave cultivation. The raising of corn, it seems, in the present times,
cannot. In the P.nglish colonies, of which the principal produce is
corn, the far greater part of the work is done by freemen. The late
resolution of the Quakers in Pennsylvania to set at liberty all their
negro slaves, 1 may satisfy us that their number cannot be very great.

Had they made any considerable part of their property, such a resolu-
tion could never have been agreed to. In our sugar colonies, on the

contrary, the whole work is done by slaves, and in our tobacco colonies
a very great part of it. The profits of a sugar-plantation in any of our
West Indian colonies are generally much greater than those of any
other cultivation that is known either in Europe or America : And the
profits of a tobacco plantation, though inferior to these of sugar, are
superior to those of corn, as has already been observed. 2 Both can
afford the expenee of slave cultivation, but sugar can afford it still
better than tobacco. The number of negroes accordingly is much
greater, in proportion to that of whites, in our sugar than in our tobacco
colonies.

To the slave cultivators of ancient times, gradually succeeded a Thesla_
were sue-

species of farmers known at present in France by the name of ceededby
Metayers. They are called in Latin, Coloni Partiarii. They have met.yers,
been so long in disuse in England that at present I know no English
name for them. The proprietor furnished them with the seed, cattle,
and instruments of husbandry, the whole stock, in short, necessary for
cultivating the farm. The produce was divided eqmflly between the
proprietor and the farmer, after setting aside what was judged neces-
_y for keeping up the stock, which was restored to the proprietor
when the farmer either quitted, or was turned out of the farm. 8

Land occupied by such tenants is properly cultivated at the expence whoare very
different m

of the proprietor, as much as that occupied by slaves. There i8, how- thatthey
ever, one very essential difference between them. Such tenants, being canacquireproperty.

freemen, are capable of acquiring property, and having a certain propor-
tion of the produce of the land, they have a plain interest that the
whole produce should be as great as possible, in order that their own
proportion may be so. A slave, on the contrary, who can acquire
nothing but his maintenance, consults his own ease by making the land
produce as little as possible over and above that maintenance. It is
probable that it was partly upon account of this advantage, and
Partly upon account of the encroachments which the sovereign,

] [Raynal, Histoire#l_ilosojbt_ique(Amsterdamed.), tom. vi., pp. 368-388.]
S[Above,p. x58; Lectures, p. u25.] 3[lbid., pp. ioo, xox.]
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always jealous of the great lords, gradually encouraged their vili_i_
to make upon their authority, and which seem at last to have been
such as rendered this species of servitude altogether inconvenient,
that tenure in villanage gradnally wore out through the greater part
of Europe. The time and manner, however, in which so important
a revolution was brought about, is one of the most obscure points in
modern history. The church of Rome claims great merit in it ; and it
is certain that so early as the twelfth century, Alexander III. 1 published
a bull for the general emancipation of slave_ It seems, however, to
have been rather a pious exhortation, than a law to which exact obedi-

ence was required from the faithful Slavery continued to take place
almost universally for several centuries afterwards, till it was gradually
abolished by the joint operation of the two interests above mentioned,
that of the proprietor on the one hand, and that of the sovereign on
the other. A vill_in enfranchised, and at the same time allowed to

continue in possession of the land, having no stock of his own, could
cultivate it only by means of what the landlord advanced to him, and
must, therefore, have been what the French call a Metayer.

But they It could never, however, be the interest even of this last species ofcould have

nointerest cultivators to lay out, in the further improvement of the land, any part
tOemploy
_to_kinira. of the little stock which they might save from their own share of the
provement, produce, because the lord, who laid out nothing, was to get one-half of

whatever it produced. The tithe, which is but a tenth of the produce,
is found to be a very great hindrance to improvement. A tax, there-
fore, which amounted to one-half, must have been an effectual bar to it.

It might be the interest of a metayer to make the land produce as
much as could be brought out of it by means of the stock furnished by
the proprietor ; but it could never be his interest to mix any part of
his own with it. In France, where five parts out of six of the whole
kingdom are said to be still occupied by this species of cultivators, _ the

proprietors complain that their metayers take every opportunity of em-
ploying the masters cattle rather in carriage than in eultiv'ktion ; because
in the one ease they get the whole profits to themselves, in the other
they share them with their landlord. This species of tenants still
subsists in some parts of Scotland. They are caUed steel-bow s tenants.

1 [Raynal, Histoire philose_hique (Amsterdam ed.), tom. i., p. x2. In Lectures,
pp. xox, xo2, Innocent III. appears in error for Alexander III,]

2[Probably Quesnay's estimate ; cp. his article on ' Fermiers' m the gncycle_tdie, re-
printed in his _uvres, ed. Ormken, t888, pp. i6o, i7I. ]

[Garnier is certainly wrong in suggesting in his note, ' ce nora vient probablement de
la mani_re dont iis _taient autrefois arm,s en guerre.'--Reckerckes, ete-, tom. ii., p. 428.
' Bow' is the farming stock ; ' steel' is said to indicate the nature of the contract, and
eisern vieh and b_tia ferri are quoted as parallels by Cosmo Innes, Lectures on Scotck
Legal Antiquities, _87a , pp. :M-S, a66.]
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Those ancient English tenants, who are said by Chief Baron Gilbert
and Doctor Blackstone to have been rather bailiffs of the landlord than

farmers properly so called, were probably of the same kincL 1
To this species of tenancy succeeded, though by very slow degrees, Metayers

were fol-
farmers properly so called, who cultivated the land with their own lowedby
stock, paying a rent certain to the landlorcL When such farmers have sometimesfarmers'wh°
a lease for a term of years, they may sometimes find it for their interest findit totheir inter-

to lay out part of their capital in the further improvement of the farm ; est toim-provewhen
because they may sometimes expect to recover it, with a large profit, theyhavealease, but
before the expiration of the lease. The possession even of such farmers, leas_ w_e

long in-
however, was long extremely precarious, and still is so in many parts of secore.
Europe. They could before the expiration of their term be legally outed
of their lease, by a new purchaser ; in England, even by the fictitious
action of a common recovery. If they were turned out illegally by the
violence of their master, the action by which they obtained redress was
extremely imperfect. It did not always re-instate them in the posses-
sion of the land, but gave them damages which never amounted to the

real loss. Even in England, the country perhaps of Europe where the
yeomanry has always been most respected, it was not till about the 14th
of Henry the VIIth that the action of ejectment was invented, _ by
which the tenant recovers, not damages only but possession, and in
which his claim is not necessarily concluded by the uncertain decision
of a single assize. This action has been found so effectual a remedy
that, in the modern practice, when the landlord has occasion to sue for
the possession of the land, he seldom makes use of the actions which
properly belong to him as landlord, the writ of right or the writ of
entry, 3 but sues in the name of his tenant, by the writ of ejectment.
In England, therefore, the security of the tenant is equal to that of the
proprietor. In England besides a lease for life of forty shillings a year The forty-
value is a freehold, and entitles the lessee to vote for a member of shillingU_-holder vote

parliament" and as a great part of the yeomanry have freeholds of this inEnglandcontributes

kind, the whole order becomes respectable to their landlords on account to thesecur-ity of the
of the political consideration which this gives them. 4 There is, I believe, farmer.
no-where in Europe, except in England, any instance of the tenant
building upon the land of which he had no lease, and trusting that the

honour of his landlord would take no advantage of so important an
improvement. Those laws and customs so favourable to the yeomanry,

1 [Gilbert, Treatise of Tenures, 3rd ed., I757, Pp. 34 and 54 ; Blackstone, Commen-
terries, vol. ii., pp. i4z , x42. The whole paragraph follows Lectures, p. 226, rather closely.]

_[M. Bacon, New Abridgment oftke Law, 3rd ed., z768, vol. ii., p. z6o, s.v. Eject-
merit ; ep. Lectures, p. 2s7. ]

s [Blackstone, Commentaries, iii., x97.] 4 [Lectures, pp. 227-2_8. ]
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have perhaps contributed more to the present grandeur of Rngland, than
all their boasted regulations of commerce taken together.

Thelawof The law which secures the longest leases against successors of every
Scotland is
not quiteso kind is, so far as I know, peculiar to Great Bri_in. It was introduced
favourable, intoScotlandsoearlyas14¢9,bya law ofJames the IId.I Itsbeneficial

influence,however, has been much obstructedby entails; the heirsof

entailbeing generallyrestrainedfrom lettingleasesforany longterm

ofyears,frequentlyformore than one year. A lateactofparliament2

has,in thisrespect,somewhat slackenedtheirfetters,though they are

stillby much toostrait.In Scotland,besides,asno leaseholdgivesa

vote for a member ofparliament,the yeomanry arcupon thisaccount

lessrespectableto theirlandlordsthan inEngland.

Intherest In other parts of Ettrope, after it was found convenient to secure
ofEuroPcthefarmeris tenants both against heirs and purchasers, the term of their security
le_ssecure, was still limited to a very short period ; in France, for example, to nine

years from the commencement of the lease. It has in that country,
indeed, been lately extended to twenty-seven, _ a period still too short
to encourage the tenant to make the most important improvements.

The proprietors of land were anciently the legislators of every part of
Europe. The laws relating to land, therefore, were all calculated for
what they supposed the interest of the proprietor. It was for his

interest, they had imagined, that no lease granted by any of his pre-
decessors should hinder him from enjoying, during a long term of years,
the full value of his land. Avarice and injustice are always short-

sighted, and they did not foresee how much this regulation must
obstruct improvement, and thereby hurt in the long-run the real
interest of the landlord. _

Customary The farmers too, besides paying the rent, were anciently, it was
servlceS

w_revexa- supposed,bound toPerforma greatnumber ofservicestothe landlord,
tions to the
farmer, which were seldom either specified in the lease, or regulated by any

precise rule, but by the use and wont of the manor or barony. These
services, therefore, being almost entirely arbitrary, subjected the tenant
to many vexations. In Scotland the abolition of all services, not pre-
cisely stipulated in the lease, s has in the course of a few years very much
altered for the better the condition of the yeomanry of that country.

andso also The public services to which the yeorrmnry were bound, were notwere com-

pulsory lessarbitrarythan the privateones. To make and maintainthelabouron
the roads, roads,a servitudewhich stillsubsists,I believe,every-where,though

with differentdegreesofoppressionindifferentcountries,was -notthe

1 [Acts of x449, c. 6, ' ordained for the safety and favour of the poor people that labours
the ground. ']

S[xo Geo. III., c. St.] 3 ['Betow, vol. ii., p. x76.]
4[Lectures, pp. 226, a27.] _[ao Geo. II., c. So, _ 2I.]
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only one. When the king's troops, when his household or his officers purveyance
of any kind passed through any part of the country, the yeomanry were
bound to provide them with horses, carriages, and provisions, at a price
regulated by the purveyor. Great Britain is, I believe, the only mon-
archy in Europe where the oppression of purveyance has been entirely
abolished. It still subsists in France and Germany.

The public taxes to which they were subject were as irregular and
oppressive as the services. The ancient lords, though extremely un-
willing to grant themselves any pecuniary aid to their sovereign, easily andtanager.
allowed him to tallage, as they called it, their tenants, 1 and had not
knowledge enough to foresee how much this must in the end affect their
own revenue. The taille, as it still subsists in France, may serve as an
example of those ancient tallages. It is a tax upon the supposed profits
of the farmer, which they estimate by the stock that he has upon the
farm. It is his interest, therefore, to appear to have as little as possible,
and consequently to employ as little as possible in its cultivation, and
none in its improvement. Should any stock happen to accumulate in the
hands of a French farmer, the taille is almost equal to a prohibition of

its ever being employed upon the land. This tax besides is supposed
to dishonour whoever is subject to it, and to degrade him below, not

only the rank of a gentleman, but that of a burgher, and whoever
rents the lands of another becomes subject to it. No gentleman, nor
even any burgher who 2has stock, will submit to this degradation. This
tax, therefore, not only hinders the stock which accumulates upon the

land from being employed in its improvement, but drives away all other
stock from it. The ancient tenths and fifteenths, 3 so usual in England
in former times, seem, so far as they affected the land, to have been
taxes of the same nature with the taille.

Under all these discouragements, little improvement could be
expected from the occupiers of land_ That order of people, with all Evenunderthe best

the liberty and security which law can give, must always improve hw_thefarmer is at
under great disadvantages. The farmer compared with the proprietor, adied ....

tage in im-
is as a merchant who trades with borrowed money compared with one proving,
who trades with his own. The stock of both may improve, but that of
the one, with only equal good conduct, must always improve more
slowly than that of the other, on account of the large share of the
profits which is consumed by the interest of the loan. The lands
cultivated by the farmer must, in the same manner, with only equal

1 [Lectures, p. u27. ] _ led. z reads ' that '.]
s [Originally tenths and fifteenths of movable goods; subsequently fixed sums lewed

from the parishes, and raised by them hke other local rates ; see Carman, ttzstory o/
LocalRates, I896 , pp. x3-x4, z8-2o, 2a note, 23 note.]

VOL. I.--_
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good conduct, be improved more slowly than those cultivated by the
proprietor ; on account of the large share of the produce which is con-
sumed in the rent, and which, had the farmer been proprietor, he

might have employed in the further improvement of the land. 1 The
station of a farmer besides is, from the nature of things, inferior to that
of a proprietor. Through the greater part of Europe the yeomanry
are regarded as an inferior rank of people, even to the better sort of
tradesmen and mechanics, and in all parts of Europe to the great
merchants and master manufacturers. It can seldom happen, there-
fore, that a man of any considerable stock should quit the superior, in
order to place himself in an inferior statio_ Even in the present state

of Europe, therefore, little stock is likely to go from any other pro-
fession to the improvement of land in the way of farming. More does
perhaps in Great Britain than in any other country, though even there
the great stocks which are, in some places, employed in farming, have
generally been acquired by farming, the trade, perhaps, in which of all

butlarge others stock is commonly acquired most slowly. After small pro-farmers are
the principal prietors, however, rich and great farmers are, in every country, the
improvers
aftersmall principal improvers. There are more such perhaps in England than in
proprietors.

any other European monarchy. In the republican governments of
Holland and of Berne in Switzerland, the farmers are s_id to be not

inferior to those of England. 2
Thecorn- The ancient policy of t_urope was, over and above all this, unfavour-
mon prohibi-
tion of the able to the improvement and cultivation of land, whether carried on by
exportof the proprietor or by the farmer ; first, by the general prohibition of thecorn and the

restraintson exportation of corn without a special licence, which seems to have beeninternal

trade in a very universal regulation ; and secondly, by the restraints which wereagricultural

produce laid upon the inland commerce, not only of corn but of almost everywere further

discourage- other part of the produce of the farm, by the absurd laws _imtments to
agriculture, engrossers, regraters, and forestallers, and by the privileges of fairs and

markets. 8 It has already been observed in what Inanrter the prohibition

of the exportation of corn, together with some encoumge_aent given to
the importation of foreign corn, obstructed the cultivation of ancient
Italy, naturally the most fertile eountry in Europe, and at that time
the seat of the greatest empire in the worldA To what degree such
restraints upon the inland commerce of this commodity, joined to the
general prohibition of exportation, must trove discouraged the cultivation
of countries less fertile, and less favourably circumstanced, it is not

perhaps very easy to imagine.

x [Lectures, p. _a6.] _ [Essays wa Hus[mndry (by Walter Hart.e), i764, pp. 69-8o. ]
:*[Below, vol. ii., pp. _5"35.] 4[Above, p. xSx ; Lecture,, p. 229"]



CHAPTER III

OP THE RISE AND PROGRESS OF CITIES AND TOWNS, AFTER THE FALL OF

THE ROMAN EMPIRE

HE inhabitants of eities and towns were, after the fall of the The town_
Roman empire, not more favoured than those of the country, nmt_'_t

favoured

They consisted, indeed, of a very different order of people from the mo,ethao
the country-

first inhabitants of the ancient republics of Greece and Italy. These men.
last were composed chiefly of the proprietors of lands, among whom the

publie territory was originally divided, and who found it eonveuient
to build their houses in the neighbourhood of one another, and to
surround them with a wall, for the sake of common defence. Aider

the fall of the Roman empire, on the contrary, the proprietors of land

seem generally to have lived in fortified castles on their own estates,
and in the midst of their own tenants and dependants. The towns

were chiefly inhabited by tradesmen and meehanics, who seem in those
days to have been of servile, or very nearly of servile eondition. The
privileges whieh we find granted by ancient charters to the inhabitants
of sonm of the principal towns in Europe, sufficiently shew what they

were before those grants. The people to whom it is granted as a
privilege, that they might give away their own daughters in marriage
without the consent of their lord, that upon their death their own
children, and not their lord, should succeed to their goods, and that

they might dispose of their own effects by will, must, before those
grants, have been either altogether, or very nearly in the same state of
villaaage with the occupiers of land in the country.

They seem, indeed, to have been a very poor, mean set of people, Theywerevery ttearly

who used to travel about with their goods from plaee to place, and ofservilecondttlon,

from fair to fair, like the hawkers and pedlars of the present times. I
In all the different countries of Europe then, in the same manner as in
several of the Tartar governments of Asia at present, taxes used to be

[L_ures, p. 23_]
(871)
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levied upon the persons and goods of travellers, when they passed
through certain manors, when they went over certain bridges, when
they carried about their goods from place to place in a fair, when they
erected in it a booth or stall to sell them in. These different taxes

were known in England by the names of passage, pontage, lastage, and
stallage. Sometimes the king, sometimes a great lord, who had, it
seems, upon some occasions, authority to do this, would grant to par-
ticular traders, to such particularly as lived in their own demesnes, a
general exemption from such taxes. Such traders, though in other
respects of servile, or very nearly of servile condition, were upon this
account called Free-traders. They in return usually paid to their

protector a sort of annual poll-tax. In those days protection was
seldom granted without a valuable consideration, and this tax might,
perhaps, be considered as compensation for what their patrons might
lose by their exemption from other taxes. At first, both those poll-
taxes and those exemptions seem to have been altogether personal,
and to have affected only particular individuals, during either their
lives, or the pleasure of their protectors. In the very imperfect
accounts which have been published from Domesday-book, of several

of the towns of England, mention is frequently made sometimes of the
tax which particular burghers paid, each of them, either to the king,
or to some other great lord, for this sort of protection ; and sometimes
of the general amount only of all those taxes. 1

hutarrived But how servile soever may have been originally the condition of
at liberty
muchearlier the inhabitants of the 2 towns, it appears evidently, that they arrived
thanthe at liberty and independency much earlier than the occupiers of landcountry

people,ac- in the country. That part of the king's revenue which arose from suchquiring the

farmof their poll-taxes in any particular town, used commonly to be let in farm,town_

during a term of years for a rent certain, sometimes to the sheriff of
the county, and sometimes to other persons. The burghers themselves
frequently got credit enough to be admitted to farm the revenues of
this sort which arose out of their own town, they becomin_ jointly and
severally answerable for the whole rent. "q To let a farm in this manner

1 See Brady's historical treatise of Cities and Burroughs, p. 3, &e. [Robert Brady,
Historical Treatise of Cities and Burgl:s or Borougks, 2nd ed., 1711. See, for the statements
as to the position of townsmen and traders contained in these two paragraphs, esp. pp.
16, 18, and Appendix, p. 8. Cp. Hume, History, ed. of 1773, vol. i., .p. 205, where
Domesday and Brady are both mentioned. The note appears first in ed. ",.J

*[EA. i does not contain ' the '.]
SSee Madox Firma Burgi, [1726,] p. 18. also [Madox,] History [and Antiquities] of the

Exchequer, chap. 1o. sect. v. p. 223, first edition [17ii. But the statement in the text
above that the farm was in place of poll taxes is not supported by Firma Burgi, p. u51,
where Madox says the 'yearly ferme of towns arose out of certain loeata or demised
things that yielded issues or profit,' e.K., asked rents, pies.s, perquisites, custom of goods,
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was quite agreeable to the usual ceconomy of, I believe, the sovereigns
of all the different countries of Europe ; who used frequently to let
whole manors to all the tenants of those manors, they becoming jointly
and severally answerable for the whole rent; 1 but in return being
allowed to collect it in their own way, and to pay it into the king's
exchequer by the hands of their own baili_ and being thus altogether
freed from the insolence of the king's officers ; a circumstance in those

days regarded as of the greatest importance.
At first, the farm of the town was probably let to the burghers, in firstfora

term of
the same manner as it had been to other farmers, for a term of years yearsand
only. In process of time, however, it seems to have become the general afterwardsin perpe-

practice to grant it to them in fee, that is for ever, reserving a rent tuity.

certain never afterwards to be augmented. The payment having thus
become perpetual, the exemptions, in return for which it was made,
naturally became perpetual too. Those exemptions, therefore, ceased
to be personal, and could not afterwards be considered as belonging
to individuals as individuals, but as burghers of a particular burgh,
which, upon this account, was called a Free burgh, for the same reason
that they had been called Free-burghers or Free-traders.

Along with this grant, the important privileges above mentioned, as wella,
that they might give away their own daughters in marriage, that their otherprivi-legesequi-

children should succeed to them, and that they might dispose of their valenttofreedom,

own effects by will, were generally bestowed upon the burghers of
the town to whom it was given. Whether such privileges had before
been usually granted along with the freedom of trade, to particular
burghers, as individuals, I know not. I reckon it not improbable that
they were, though I cannot produce any direct evidence of it. But
however this may have been, the principal attributes of villanage and
slavery being thus taken away from them, they now, at least, became
really free in our present sense of the word Freedom.

Nor was this all. They were generally at the same time erected andagov-
ernmentof

into a commonalty or corporation, with the privilege of having magis- theirown.
trates and a town-council of their own, of making bye-laws for their
own government, of building walls for their own defence, and of
reducing all their inhabitants under a sort of military discipline, by
obliging them to watch and ward ; that is, as anciently understood, to
guard and defend those walls against all attacks and surprises by night

fairs, markets, staUage, aldcrma_ries, tolls and wharfage. It was only if these fell short of
the farm, that a direct contribution from the townsmen would be levied. The note appear_
first i, ed. u.]

l[An instanceis givenin Firrtm Burgi, p. 2L]
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as well as by day. In R_gland they were generally exempted from
suit to the hundred and county courts; and all such pleas as should
arise among them, the pleas of the crown excepted, were lei_ to the
decision of their own magistrates. In other countries much greater
and more extensive jurisdictions were frequently granted to themA

It seems It might, probably, be necessary to grant to such towns as were
strange that
sovereigns admitted to farm their own revenues, some sort of compulsive jurisdic-
should have
abandoned tion to oblige their own citizens to make payment. In those disorderly
theprospect times it might have been extremely inconvenient to have leR them toof increased

revenueand seek this sort of justice from any other tribunal. But it must seemhave erected

independent extraordinary that the sovereigns of all the different countries ofrepublics,
Europe, should have exchanged in this manner for a rent certain,
never more to be augmented, that branch of their revenue, which
was, perhaps, of all others the most likely to be improved by the
natural course of things, without either expence or attention of their
own: 2 and that they should, besides, have in this manner voluntarily
erected a sort of independent republics in the heart of their own
dominions.

butthe In order to understand this, it must be remembered, that in tho_

towns were days the sovereign of perhaps no country in Europe was able to protect,the natural

alliesofthe through the whole extent of his dominions, the weaker part of hissovereign

againstthe subjects from the oppression of the great lords. Those whom the lawlords.

could not protect, and who were not strong enough to defend them-
selves, were obliged either to have recourse to the protection of some
great lord, and in order to obtain it to become either his slaves or
vassals ; or to enter into a league of mutual defence for the common
protection of one another. The inhabitants of cities and burghs,
considered as single individuals, had no power to dei_nd themselves;
but by entering into a league of mutual defence with their neighbours,
they were capable of rnalclng no contemptible resistance. The lords
despised the burghers, whom they considered not only a_of a different
order, but as a parcel of emancipated slaves, almost of a different species
from themselves. The wealth of the burghers never failed to provoke
their envy and indignation, and they plundered them upon every
occasion without mercy or remorse. The burghers naturally h_ted
and feared the lords. The ]_ing hated and feared them too ; but

1 See Madox Firma Burgi : See also Pfeffel in the remarkable events under Frederic II.
and his successors of the house of Suabim [This note appears first in ed. 2. In Pf¢ffel's
iVouvel Abrggg chronologi_ue de f Aistaire et du droit public a'Alle_, X776,' ]Ev&le-
meres remarquables sous Fred&ic II.' is a chapter heading, and subsequent chapters are
headed in the same way. For the references to the power of the towns, see the index, s.v,
Villes at the end of tom. i.]

2[Lectures, p. 4o.]
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though perhaps he might despise, he had no reason either to hate
or fear the burghers. Mutual interest, therefore, disposed them to
support the king, and the king to support them against the lords.
They were the enemies of his enemies, and it was his interest to
render them as secure and independent of those enemies as he could.
By granting them magistrates of their own, the privilege of mak2mg
bye-laws for their own government, that of building walls for their
own defence, and that of reducing all their inhabitants under a sort
of military discipline, he gave them all the means of security and
independency of the barons which it was in his power to bestow.
Without the establishment of some regular government of this kind,
without some authority to compel their inhabitants to act according
to some certain plan or system, no voluntary league of mutual defence
could either have afforded them any permanent security, or have en-
abled them to give the king any considerable support. By granting
them the farm of their town in fee, he took away from those whom he

wished to have for his friends, and, if one may say so, for his allies,

all ground of jealousy and suspicion that he was ever afterwards to
oppress them, either by raising the farm rent of their town, or by
granting it to some other farmer.

The princes who lived upon the worst terms with their barons, seem The5over-
eigns who

accordingly to have been the most liberal in grants of this kind to their quarrelled
most with

burghs. King John of England, for example, appears to have been a the b_ro_
most munificent benefactor to his towns. 1 Philip the First of France werethemost liberal

lost all authority over his barons. Towards the end of his reign, his tothetown,
son Lewis, known afterwards by the name of Lewis the Fat, consulted,

according to Father Daniel, with the bishops of the royal demesnes,
concerning the most proper means of restraining the violence of the
great lords3 Their advice consisted of two different proposals. One
was to erect a new order of jurisdiction by establishing magistrates
and a town council in every considerable town of his demesnes. The
other was to form a new militia, by making the inhabitants of those
towns, under the command of their own magistrates, march out upon

proper occasions to the assistance of the king. It is from this period,

a See Madox [Fir_a Burgi, pp. 35, x5o. The note is not in ed. x].
2 [, L'excornmtmication de Phihppe I. et son inapphcation aux affaires avaient presque ruin6

toute son autorit6 en France .... Les plus puissants vassaux de France 6tment devenns plus
que jamais indociles A l'_gard du souveram .... Louis le Gros, Aqui Phihppe son t_re avait
abandormd ha eonduite de r6tat sur les derni_res annexes de sa vie, d_Iibera avec les dw_ques du
domaine royal, des moyens de rem_lier/_ ees maux, et imagina avec eux une nouvelle police
pour ha lev6e des troupes, et une nouvelle forme de justice dans les villes pour emt_cher
l'impunit6 des crimes.'--G. Daniel, ttzsiaire de France, 1755, voL iii., pp. 512-._I3. A
descripuon of the new institutions follows, pp. 513-514 .]
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according to the French antiquarians, 1 that we are to date the institu-
tion of the magistrates and councils of cities in France. It was during
the unprosperous reigns of the princes of the house of Suabia that the
greater part of the free towns of Germany received the first grants of
their privileges, and that the famous Hanseatic league first became
formidable. 2

Thecity The militia of the cities seems, in those times, not to have been
militia was
oftenableto inferior to that of the country, and as they could be more readily
overpower
the neigh- assembled upon any sudden occasion, they frequently had the advan-
bouring rage in their disputes with the neighbouring lords. In countries, suchlords, as in

i_ly and as Italy and Switzerland, in which, on account either of their distanceSwitzerland.

from the principal seat of government, of the natural strength of the
country itself, or of some other reason, the sovereign came to lose the
whole of his authority, the cities generally became independent
republics, and conquered all the nobility in their neighbourhood;
obliging them to pull down their castles in the country, and to live,

like other peaceable inhabitants, in the city. This is the short history
of the republic of Berne, as well as of several other cities in Switzerland.
If you except Venice, for of that city the history is somewhat different,
it is the history of all the considerable Italian republics, of which so
great a number arose and perished, between the end of the twelfth
and the be_nning of the sixteenth century.

In Franc_ In countries such as France or England, where the authority of the
and England
the cities sovereign, though frequently very low, never was destroyed altogether,could not be
taxedwith- the cities had no opportunity of becoming entirely independent. They
outtheir became, however, so considerable, that the sovereign could impose noown consent.

tax upon them, besides the stated farm-rent of the town, without their
own consent. They were, therefore, called upon to send deputies to
the general assembly of the states of the kingdom, where they might
join with the clergy and the barons in granting, upon urgent occasions,

some extraordinary aid to the king. Being generally too n_re favour-
able to his power, their deputies seem, sometimes, to have been
employed by him as a counter-balance in those assemblies to the
authority of the great lord_ 3 Hence the origin of the representation
of burghs in the states general of all the great monarchies in Europe.

tn conse- Order and good government, and along with them the liberty andquence of
this greater security of individuals, were, in this manner, established in cities, at a

I [Possibly Du Cange (who is referred to in the margin of Daniel, p. 5x4, and by Hume,
History, ed. x773, vol. ii., p. xx8), Glossarium, s.v. Commune, communia, etc., ' Primus
veto ejus modi Communias in Franem. Ludov. VII. [? VI.] rex multiplicavit et auxit.']

*See Pfeffel. [Reference above, p. 374 note. The note is not in ed. L]
S[Ed. x places 'in those assemblies' here instead of in the line above; see Leclur*s,

p. 4x.]
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time when the occupiers of land in the country were exposed to every securityof
the towns

sort of violence. But men in this defenceless state naturally content industry
flourished

themselves with their necessary subsistence ; because to acquire more andstock
might only tempt the injustice of their oppressors. On the contrary, accumulatedthere earlier

when they are secure of enjoying the fruits of their industry, they thaninthecountry,

naturally exert it to better their condition and to acquire not only the
necessaries, but the convenieneies and elegancies of life. That industry,
therefore, which aims at something more than necessary subsistence,
was established in cities long before it was commonly practised by the
occupiers of land in the country. If in the hands of a poor cultivator,
oppressed with the servitude of villanage, some little stock should
accumulate, he would naturally conceal it with great care from his

master, to whom it would otherwise have belonged, and take the first
opportunity of running away to a town. The law was at that time so
indulgent to the inhabitants of towns, and so desirous of diminishing
the authority of the lords over those of the country, that if he could
conceal himself there from the pursuit of his lord for a year, he was
free for ever. 1 Whatever stock, therefore, accumulated in the hands

of the industrious part of the inhabitants of the country, naturally took
refuge in cities, as the only sanctuaries in which it could be secure to
the person that acquired it.

The inhabitants of a city, it is true, must always ultimately derive cities on the
sea-coast or

their subsistence, and the whole materials and means of their industry, o.... igable
rivers are

from the country. But those of a city, situated near either the sea- notdepend
coast or the banks of a navigable river, are not necessarily confined to entontheneighbour-

derive them from the country in their neighbourhood. They have a ing country
much wider range, and may draw them from the most remote corners

of the world, either in exchange for the manufactured produce of their
own industry, or by performing the office of carriers between distant
countries, and exchanging the produce of one for that of another.

A city might in this manner grow up to great wealth and splendor,
while not only the country in its neighbourhood, but all those to which
it traded, were in poverty and wretchedness. Each of those countries,

perhaps, taken singly, could afford it but a small part, either of its
subsistence, or of its employment; but all of them taken together
could afford it both a great subsistence and a great employment.
There were, however, within the narrow circle of the commerce of

those times, some countries that were opulent and industrious. Such
was the Greek empire as long as it subsisted, and that of the Saracens

during the reigns of the Abassides. Such too was Egypt till it was

1[Lectures,p. 4o.]
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conquered by the Turks, some part of the coast of Barbary, and all
those provinces of Spain which were under the government of the
Moors.

Thecitiesof The cities of Italy seem to have been the first in Europe which were
Ira b were
the firstto raised by commerce to any considerable degree of opulence. Italy
grow opu-
lent, being lay in the centre of what was at that time the improved and civilized
centrally
aituatcd_nO part of the world. The crusades too, though, by the great waste of
thebenefitedcrusades,by stock and destruction of inhabitants which they occasioned, they must

necessarily have retarded the progress of the greater part of Europe,
were extremely favourable to that of some Italian cities. The great
armies which marched from all parts to the conquest of the Holy Imnd,
gave extraordinary encouragement to the shipping of Venice, Genoa,

and Pisa, sometimes in transporting them thither, and always in supply-
ing them with provisions. They were the commissaries, if one may say
so, of those armies ; and the most destructive frenzy that ever befcl the
European nations, 1 was a source of opulence to those republics.

The cities The inhabitants of trading cities, by importing the improved manu-imported

manufac- faetures and expensive luxuriesof richer countries, afforded some foodtures and

luxuries to the vanity of the great proprietors, who eagerly purchased them withfrom richer

countries, greatquantitiesofthe rudeproduceoftheirown lands. The commerce
whlch were

paidforby of a great part of Europe in those times, accordingly, consisted chiefly
rude

produce, in the exchange of their own rude, for the manufactured produce of
more civilized nations. Thus the wool of England used to be exchanged
for the wines of France, and the fine cloths of Flanders, in the same

manner as the corn of 2 Poland is at this day exchanged for the wines

and brandies of France, and for the silks and velvets of France and Italy.
Demandfor A taste for the finer and more improved manufactures, was in this
such manu-

factured manner introduced by foreign commerce into countries where no such
h_vingarticlesbe- works were carried on. But when this taste became so general as to
come con- occasion a considerable demand, the merchants, in order to save thestderable,

theirmanu- expence of carriage, naturally endeavoured to establish _me manufae-facture was

establizhed tures of the same kind in their own country. Hence the origin of thein the ctttes.
first manufactures for distant sale that seem to have been established

in the western provinces of Europe, after the fall of the Roman empire.
Allcountries No large country, it must be observed, ever did or could subsist
have some

manufac- without some sort of manufactures being carried on in it ; and when it
tures.

is said of any such country that it has no manufactures, it must always
be understood of the finer and more improved, or of such as are fit for

1 [, The most signal and most durable monument of human folly that has yet appeared in
any age or nation,' Hume History ed of x773, vol i, p 290- ' this universal frenzy ' ibid•, J •. . • • • t __ ._

p. u98, ofed. i77o , voL 1., p. 327, but m his 1st ed. Hume wrote ' universal madness '.]
_[Mmprmted 'm' med. 5.]
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distant sale. In every large counh-y, both the clothing and houshold
furniture of the far greater part of the people, are the produce of their
own industry. This is even more universally the case in those poor
countries which are commonly said to have no manufactures, than in
those rich ones that are said to abound in them. In the latter, you

will generally find, both in the clothes and houshold furniture of the
lowest rank of people, a much greater proportion of foreign productions
than in the former.

Those manufactures which are fit for distant sale, seem to have been

introduced into different countries in two different ways.
Sometimes they have been introduced, in the manner above men- Sometlme_

manufa¢-

tioned, by the violent operation, if one may say so, of the stocks of turesfor
distant sale

particular merchants and undertakers, who established them in imita- areintro-
ducedin imi-

tion of some foreign manufactures of the same kind. Such manufac- tationof
foreigntures, therefore, are the offspring of foreign commerce, and such seem manufac.-

to have been the ancient manufactures of silks, velvets, and brocades, tures.

which flourished in Lucca, during 1 the thirteenth century. They were
banished from thence by the tyranny of one of Machiavel's heroes,
Castruccio Castracani. In 1310, nine hundred families were driven

out of Lucca, of whom thirty_ane retired to Venice, and offered to
introduce there the silk manufacture. 2 Their offer was accepted;
many privileges were conferred upon them, and they began the
manufacture with three hundred workmen. Such too seem to have

been the manufactures of fine cloths that anciently flourished in

Flanders, and which were introduced into England in the beginning of
the reign of Elizabeth ; and such are the present silk manufacturesof
Lyons and Spital-fields. Manufactures introduced in this manner are

generally employed upon foreign materials, being 3 imitations of foreign
manufactures. When the Venetian manufacture was first estabhshed,
the materials were all brought from Sicily and the Levant. The more

ancient manufacture of Lucca was likewise carried on with foreign
materials. The cultivation of mulberry trees, and the breeding of silk-
worms, seem 4 not to have been common in the northern parts of Italy
before the sixteenth century. Those arts were not introduced into
France till the reign of Charles IX. 5 The manufactures of Flanders

1 led. x reads ' that were introduced into Venice in the beginning of'.]
_See Sandi Istoria Clvile de Vinezia, Part 2. vol. i. page 247 , and 256. ['Vettor Sanch,

Princil) j di storia civile della Re_ubblica di Venetia, Venice, x755. The pages should be
a57 , a58. This note and the three sentences in the text which the reference covers, from

They were banished' to ' three hundred workmen,' appear first med. 2.]
_[Ed. x reads 'being in '.] 4 [Ed. z reads 'seems '.]
5lEd. I (b_nnil_ SiX lines higber up), ' When the Venetmn manufacture flourished, there

was not a mulberry tree, nor consequently a silkworm, in all Lombardy. They brought

the materials from Sicily and from the Levant, the manufacture itself being in imxtation of
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were carried on chiefly with Spanish and English wool. Simnish wool
was the material, not of the first woollen m_nufacture of England, but
of the first that was fit for distant sale. More than one half the mate-

rials of the Lyons manufacture is at this day foreign silk ; when it was
first established, the whole or very nearly the whole was so. No part
of the materials of the Spiral-fields manufacture is ever likely to be
the produce of England. The seat of such manufactures, as they are
generally introduced by the scheme and project of a few individuals,
is sometimes established in a maritime city, and sometimes in an inland
town, according as their interest, judgment or caprice happen to
determine.

Sometimes At other times manufactures for distant sale grow up naturally, and
they have
grownup as it were of their own accord, by the gradual refinement of those
outofthe houshold and coarser manufactures which must at all times be carriedcoarser
home manu-
factures, on even in the poorest and rudest countries. Such manufactures are

generally employed upon the materials which the country produces,
and they seem frequently to have been first refined and improved in

such inland countries as were, not indeed at a very great, but at a
considerable distance from the sea coast, and sometimes even from all

water carriage. An inland country naturally fertile and easily culti-
vated, produces a great surplus of provisions beyond what is necessary
for maintaining the cultivators, and on account of the expence of land
carriage, and inconveniency of river navigation, it may frequently be
difficult to send this surplus abroad. Abundance, therefore, renders
provisions cheap, and encourages a great number of workmen to settle
in the neighbourhood, who find that their industry can there prtmure
them more of the necessaries and conveniencies of life than in other

places. They work up the materials of monufacture which the land
produces, and exchange their finished work, or what is the same thing

the price of it, for more materials and provisions. They_give a new
value to the surplus part of the rude produce, by saving the expence of
carrying it to the water side, or to some distant market; and they
furnish the cultivators with something in exchange for it that is either
useful or agreeable to them, upon easier terms than they could have
obtained it before. The cultivators get a better price for their surplus
produce, and can purchase cheaper other conveniencies which they
have occasion for. They are thus both encouraged and enabled to
increase this surplus produce by a further improvement and better

th_..e .carried on in the Greek empire. Mulberry trees were first planted in Lombardy in the

Mbegflanu_,]of the sixteenth century, by the encouragement of Lladovlco Sforza, Du_ of
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cultivation of the land ; and as the fertility of the land had given birth

to the manufacture, so the progress of the manufacture re-acts upon the
land, and increases still further its fertility. The manufacturers first
supply the neighbourhood, and afterwards, as their work improves and
refines, more distant markets. For though neither the rude produce,
nor even the coarse manufacture, could, without the greatest di_culty,

support the expence of a considerable land carriage, the refined and
improved manufacture easily may. In a small bulk it frequently con-
tains the price of a great quantity of rude produce. A piece of fine cloth,
for example, which weighs only eighty pounds, contains in it, the price,
not only of eighty pounds weight of wool, but sometimes of several
thousand weight of corn, the maintenance of the different working

people, and of their immediate employers. The corn, which could
with difl_culty have been carried abroad in its own shape, is in this
manner virtually exported in that of the complete manufacture, and may
easily be sent to the remotest corners of the world. In this manner

have grown up naturally, and as it were of their own accord, the manu-
factures of Leeds, Halifax, Sheffield, Birmingham, and Wolverhampton.
Such manufactures are the offspring of agriculture. In the modern
history of Europe, their extension and improvement have generally
been posterior to those which were the offspring of foreign commerce.
England was noted for the manufacture of fine cloths made of Spanish
wool, more than a century before any of those which now flourish in
the places above mentioned were fit for foreign sale. The extension
and improvement of these last could not take place but in consequence
of the extension and improvement of agriculture, the last and greatest
effect of foreign commerce, and of the manufactures immediately in-
troduced by it, and which I shall now proceed to explain.



CHAPTER IV

HOW THE COMMERCE OF THE TOWNS CONTRIBUTED TO THE IMPROVE-
MENT OF THE COUNTRY

Theriseof THE increase and riches of commercial and manufacturing towns,
townsbene- .[ contributed to the improvement and cultivation of the countriesfited the

country, to which they belonged, in three different ways.
becausethey First, by affording a great and ready market for the rude produce of
afforded (_)
alreadymar- the country, they gave encouragement to its cultivation and further
ket for its
produce, improvement. This benefit was not even confined to the countries in

which they were situated, but extended more or less to aLl those with
which they had any dealings. To all of them they afforded a market
for some part either of their rude or manufactured produce, and con-
sequently gave some encouragement to the industry and improvement
of all. Their own country, however, on account of its neighbourhood,
necessarily derived the greatest benefit from this market. Its rude
produce being charged with less carriage, the traders could pay the
growers a better price for it, and yet afford it as cheap to the consumers
as that of more distant countries.

(2)because Secondly, the wealth acquired by the inhabitants of cities was
merchants frequently employed in purchasing such lands as were to be sold, ofbought hnd

in the which a great part would frequently be uncultivated. Merchants arecountry and

improved it, commonly ambitious of becoming country gentlemen, and when they
do, they are generally the best of all improvers. A merchant is
accustomed to employ his money chiefly in profitable projects ; where-
as a mere country gentleman is accustomed to employ it chiefly in
expence. The one often sees his money go from him and return to
him again with a profit: the other, when onee he parts with it, very
seldom expects to see any more of it. Those different habits naturally
affect their temper and disposition in every sort of business. A
merchant is commonly a bold ; a country gentleman, a timid under-
taker. The one is not afraid to lay out at once a large capital upon

(as_)
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the improvement of his land, when he has a probable prospect of
raising the value of it in proportion to the expence. The other, if
he has any capital, which is not always the case, seldom ventures to
employ it in this manner. If he improves at all, it is commonly
not with a capital, but with what he can save out of his annual
revenue. Whoever has had the fortune to live in a mercantile town

situated in an unimproved country, must have frequently observed
how much more spirited the operations of merchants were in this way,
than those of mere country gentlemen. 1 The habits, besides, of order,
tvconomy and attention, to which mercantile business naturally forms a
merchant, render him much fitter to execute, with profit and success,
any project of improvement.

Thirdly, and lastly, commerce and manufactures gradually introduced and(3)be-
cause order

order and good government, and with them, the liberty and security andgood
Of individuals, among the inhabitants of the country, who had before wereg°Vernmentintro-

lived almost in a continual state of war with their neighbours, and of duped.
servile dependency upon their superiors. This, though it has been the
least observed, is by far the most important of all their effects. Mr.
Hume 2 is the only writer who, so far as I know, has hitherto taken
notice of it.

In a country which has neither foreign commeree, nor any of the Before
foreign corn-

finer manufactures, a great proprietor, having nothing for which he mer_eandfloe manu-

can exchange the greater part of the produce of his lands which is ra=turesare
introduced

over and above the maintenance of the cultivators, consumes the whole greatpro-
prietorsare

in rustic hospitality at home. If this surplus produce is suflieient to surrounded

maintain a himflred or a thousand men, he can make use of it in no bybandsofreta,ners,

other way than by maintaining a hundred or a thousand men_ He is
at all times, therefore, surrounded with a multitude of retainers and

dependants, who having no equivalent to give in return for their main-
tenance, but being fed entirely by his bounty, must obey him, for the
same reason that soldiers must obey the prince who pays them. Be-
fore the extension of commerce and manufactures in Europe, the
hospitality of the rich and the great, from the sovereign down to the
smallest baron, exceeded every thing which in the present times we
can easily form a notion of. Westminster hall was the dining-room of
William Rufus, and might frequently, perhaps, not be too large for his
company. It was reckoned a piece of magnificence in Thomas Becket,
that he strowed the floor of his hall with dean hay or rushes in the
season, in order that the knights and squires, who could not get seats,

*[Above, p. 363.]
2[, Of Commerce'and ' Of Luxury' in Political Dis£oursas,x75o, andHistory, ed. of

x773,vol. iii., p. 400.]
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might not spoil their fine clothes when they sat down on the floor to
eat their dinner. 1 The great earl of Warwick is said to have enter-
rained every day at his different manors, thirtythousand people ; and

though the number here may have been exaggerated, it must, however,
have been very great to admit of such exaggeration. 2 A hospitality
nearly of the same kind was exercised not many years ago in many
different parts of the highlands of Scotland. It seems to be common
in all nations to whom commerce and manufactures are little know_

I have seen, says Doctor Pocock, an Arabian chief dine in the streets of
a town where he had come to sell his cattle, and invite all passengers,
even common beggars, to sit down with him and partake of his banquet, a

andtenants The occupiers of land were in every respect as dependent upon theat wall were
JUst as de- great proprietor as his retainers. Even such of them as were not in a
peudent as
retainers, state of villanage, were tenants at will, who paid a rent in no respect

equivalent to the subsistence which the land afforded them. A crown,
half a crown, a sheep, a lamb, was some years ago in the highlands of
Scotland a common rent for lands which maintained a family. In
some places it is so at this day ; nor will money at present purchase a
greater quantity of commodities there than in other places. In a
country where the surplus produce of a large estate must be consumed
upon the estate itself, it will frequently be more convenient for the
proprietor, that part of it be consumed at a distance from his own

house, provided they who consume it are as dependent upon him as
either his retainers or his menial servants. He is thereby saved from
the embarrassment of either too large a company or too large a family.
A tenant at will, who possesses land sufficient to maintain his family
for little more than a quit-rent, is as dependent upon the proprietor as
any servant or retainer whatever, and must obey him with as little
reserve. Such a proprietor, as he feeds his servants and retainers at
his own house, so he feeds his tenants at their houses. The subsistence

of both is derived from his bounty, and its continuance'_lepends upon
his good pleasure.

Thepower Upon the authority which the great proprietors necessarily had in
of the an-
cient barons such a state of things over their tenants and retainers, was founded the

1[Evidently from Hume, History, ed. of x773, vol. i., p. 384.]
¢[' No less than 30,00o persons are said to have daily lived at his board in the different

manors and castles which he possessed m England.'--Httme, History, ed. of x773, vol. iii.,
p. x82. In Lectures, p. 42, it had been ' 40,00o people, besides tenants '.]

[' An Arab prince will often dine in the street, before his door, and call to all that pass,
even beggars, in the usual expression, Bisminah, that is, In the name of God ; who come and
sit down, and when they have done, give their Hamdellilah, that is, God he praised. For
the Arabs are great levellers, pat everybody on a footing with them ; and it is by such gener-
osity and hospitality that they maintain their interest.'--Richard Poeoeke, Description of
the East, x743, vol. i., p. I83. ]
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power of the ancient barons. They necessarily became the judges in wasfoundedonthis.
peace, and the leaders in war, of all who dwelt upon their estates.
They could maintain order and execute the law within their respective
demesnes, because each of them could there turn the whole force of all

the inhabitants against the injustice of any one. No other person had
sufficient authority to do this. The king in particular had not. In
those ancient times he was little more than the greatest proprietor in
his dominions, to whom, for the sake of common defence against their
common enemies, the other great proprietors paid certain respects.
To have enforced payment of a small debt within the lands of a great
proprietor, where all the inhabitants were armed and accustomed to
stand by one another, would have cost the king, had he attempted it
by his own authority, almost the same effort as to extinguish a civil
war. He was, therefore, obliged to abandon the administration of
justice through the greater part of the country, to those who were
capable of administering it; and for the same reason to leave the
command of the country militia to those whom that militia would
obey.

It is a mistake to imagine that those territorial jurisdictions took their It was an-
terior toand

origin from the feudal law. Not only the highest jurisdictions both independent
of the feudal

civil and criminal, but the power of levying troops, of coining money, law.
and even that of making bye-laws for the government of their own
people, were all rights possessed allodially by the great proprietors of
land several centuries before even the name of the feudal law was

known in Europe. The authority and jurisdiction of the Saxon lords

in England, appear 1 to have been as great before the conquest, as that
of any of the Norman lords after it. But the feudal law is not
supposed to have become the common law of England till after the
conquest. 2 That the most extensive authority and jurisdictions were
possessed by the great lords in France allodially, long before the feudal
law was introduced into that country, is a matter of fact that admits of
no doubt. That authority and those jurisdictions all necessarily flowed

from the state of property and manners just now described. Without
remounting to the remote antiquities of either the French or Fmglish
monarchies, we may find in much later times many proofs that such
effects must always flow from such causes. It is not thirty years ago
since Mr. Cameron of Lochiel, a gentleman of Lochabar in Scotland,
without any legal warrant whatever, not being what was then called a
lord of regality, nor even a tenant in chief, but a vassal of the duke
of Argyle, and without being so much as a justice of peace, used, not-

1[Eds. x and 2 read 'appears '.] _[Hume, History, ed. of x773_i., 224.]
VOL. I .----_5
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withstanding, to exercise the highest criminal jurisdiction over his own
people. He is said to have done so with great equity, though without
any of the formalities of justice ; and it is not improbable that the
state of that part of the country at that time made it necessary for him
to assume this authority in order to maintain the public peace. That

gentleman, whose rent never exceeded five hundred pounds a year,
carried, in 1745, eight hundred of his own people into the rebellion
with him. 1

it wa_ The introduction of the feudal law, so far from extending, may bemoderated
bythefeudal regarded as an attempt to moderate the authority of the great allodial
taw. lords. 2 It established a regular subordination, accompanied with a

long train of services and duties, from the king down to the smallest
proprietor. During the minority of the proprietor, the rent, together
with the management of his lands, fell into the hands of his immediate
superior, and, consequently, those of all great proprietors into the hands
of the king, who was charged with the maintenance and education of
the pupil, and who, from his authority as guardian, was supposed to
have a right of disposing of him in marriage, provided it was in a
manner not unsuitable to his rank. But though this institution neces-
sarily tended to strengthen the authority of the king, and to weaken

that of the great proprietors, it could not do either sufficiently for
establishing order and good government among the inhabitants of
the country; because it could not alter sufficiently that state of

property and manners from which the disorders arose. The authority
of government still continued to be, as before, too weak in the head and

too strong in the inferior members, and the excessive strength of the
inferior members was the cause of the weakness of the head. After the

institution of feudal subordination, the king was as incapable of re-
straining the violence of the great lords as before. They still continued

to make war according to their own discretion, almos_ continually upon
one another, and very frequently upon the king ; and the open country
still continued to be a scene of violence, rapine, and disorder.

andunder- But what all the violence of the feudal institutions could never have
mined by
foreigncorn- effected, the silent and insensible operation of foreign commerce and
merce, manuiactures gradually brought about. These gradually furnished the

great proprietors with something for which they could exchange the
whole surplus produce of their lands, and which they could consume
themselves without sharing it either with tenants or retainers. All for

1 f, The Highlands of Scotland have long been entitled by Jaw to every privilege of
British subjects ; but it was not till very lately that the common people could in fact enjoy
those privileges.'--Hume, History, vol. i., p. 214, ed. of x773. Cp. Lectures, p. xx6.]

2[Lectures, pp. 38, 39.]
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ourselves, and nothing for other people, seems, in every age of the
world, to have been the vile maxim of the masters of mankind. As

soon, therefore, as they could find a method of consuming the whole
value of their rents themselves, they had no disposition to share them
with any other persons. For a pair of diamond buckles perhaps, or for
something as frivolous and useless, they exchanged the maintenance,
or what is the same thing, the price of the maintenance of a thousand
men for a year, and with it the whole weight and authority which it
could give them. The buckles, however, were to be all their own, and
no other human creature was to have any share of them ; whereas in
the more ancient method of expence they must have shared with at
least a thousand people. With the judges that were to determine the
preference, this difference was perfectly decisive; and thus, for the
gratifieation of the most childish, the meanest and the most sordid
of all vanities, they gradually bartered their whole power and
authority. 1

In a country where there is no foreign commerce, nor any of the Atpresenti
rich man

finer manufactures, a man of ten thousand a year cannot well employ maintainsin
his revenue in any other way than in maintaining, perhaps, a thousand all a_manypersons as

families, who are all of them necessarily at his command. In the anancientbaron, but

present state of Europe, a man of ten thousand a year can spend his he contri-butesonly a

whole revenue, and he generally does so, without directly maintaining smaUpor-" tion of the
twenty people, or being able to command more than ten footmen not maintenanceof each

worth the commanding. Indirectly, perhaps, he maintains as great or person.
even a greater number of people than he could have done by the
ancient method of expence. For though the quantity of precious pro.
ductions for which he exchanges his whole revenue be very small, the

number of workmen employed in collecting and preparing it, must
necessarily have been very great. Its great price generally arises from
the wages of their labour, and the profits of all their immediate em-

ployers. By paying that price he indirectly pays all those wages and
profits, and thus indirectly contributes to the maintenance of all the
workmen and their employers. He generally contributes, however, but
a very small proportion to that of each, to very few perhaps a tenth, to
many not a hundredth, and to some not a thousandth, nor even a ten

thousandth part of their whole annual maintenance. Though he con-
tributes, therefore, to the maintenance of them all, they are all more or
less independent of him, because generally they can all be maintained
without him.

When the great proprietors of land spend their rents in maintaining

l[Hume, History, ed. of x773, vol. iii., p. 4oo; vol. v., p. 488.]
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their tenants and retainers, each of them maintains entirely all his own
tenants and all his own retainers. But when they spend them in main-

taining tradesmen and artificers, they may, all of them taken together,
perhaps, maintain as great, or, on account of the waste which attends
rustic hospitality, a greater number of people than before. Each of
them, however, taken singly, contributes often but a very small share
to the maintenance of any individual of this greater number. Each
tradesman or artificer derives his subsistence from the employment, not
of one, but of a hundred or a thousand different customers. Though in
some measure obliged to them all, therefore, he is not absolutely de-

pendent upon any one of them.
Tomeet The personal expence of the great proprietors having in this manner
theirnew gradually increased, it was impossible that the number of their retainersexpenses the

g_eatpro- should not as gradually diminish, till they were at last dismissed alto-prietors dm-

missedtheir gether. The same cause gradually led them to dismiss the unnecessaryretainers

andtheir part of their tenants. Farms were enlarged, and the occupiers of land,
unnecessary

tenants,and notwithstanding the complaints of depopulation, reduced to the number
gave the

remaining necessary for cultivating it, according to the imperfect state of cultiva-
tenants long
leases, tion and improvement in those times. By the removal of the unneces-

sary mouths, and by exacting from the farmer the full value of the farm, a

greater surplus, or what is the same thing, the price of a greater surplus,
was obtained for the proprietor, which the merchants and manufacturers
soon furnished him with a method of spending upon his own person in
the same manner as he had done the rest. The same cause continuing

to operate, he was desirous to raise his rents above what his lands, in
the actual state of their improvement, could afford. His tenants could

agree to this upon one condition only, that they should be secured in
their possession, for such a term of years as might give them time to
recover with profit whatever they should lay out in the further improve-
ment of the land. The expensive vanity of the la_ndlord made him

willing to accept of this condition; and hence the origin of long
leases.

thusmaking Even a tenant at will, who pays the full value of the land, is not
them inde-

pendent, altogether dependent upon the landlord. The pecuniary advantages
which they receive from one another, are mutual and equal, and such a
tenant will expose neither his life nor his fortune in the service of the
proprietor. But if he has a lease for a long term of years, he is alto-
gether independent ; and his landlord must not expect from him even
the most trifling service beyond what is either expressly stipulated in
the lease, or imposed upon him by the common and known law of the
country.
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The tenants having in this manner become independent, and the The great
proprmtor_

retainers being dismissed, the great proprietors were no longer capable thus became
msignifi-

of interrupting the regular execution of justice, or of disturbing the cant.
peace of the country. Having sold their birth-right, not like Esau for
a mess of pottage in time of hunger and necessity, but in the wanton-
ness of plenty, for trinkets and baubles, fitter to be the play-things of
children than the serious pursuits of men, they became as insignificant
as any substantial burgher or tradesman in a city. A regular govern-
ment was established in the country as well as in the city, nobody
having sufficient power to disturb its operations in the one, any more
than in the other.

It does not, perhaps, relate to the present subject, but I cannot help Old families
are rare in

remarking it, that very old families, such as have possessed some con- commercml
siderable estate from father to son for many successive generations, countries.
are very rare in commercial countries. In countries which have little
commerce, on the contrary, such as Wales or the highlands of Scotland,
they are very common. The Arabian histories seem to be all full of
genealogies, and there is a history written by a Tartar Khan, which

has been translated into several European languages, and which contains
scarce any thing else ; 1 a proof that ancient families are very common

among those nations. In countries where a rich man can spend his
revenue in no other way than by maintaining as many people as it can
maintain, he is not apt to run out, and his benevolence it seems is
seldom so violent as to attempt to maintain more than he can afford.
But where he can spend the greatest revenue upon his own person, he
frequently has no bounds to his expence, because he frequently has
no bounds to his vanity, or to his affection for his own person. In
commercial countries, therefore, riches, in spite of the most violent
regulations of law to prevent their dissipation, very seldom remain
long in the same family. Among simple nations, on the contrary,
they frequently do without any regulations of law : for among nations
of shepherds, such as the Tartars and Arabs, the consumable nature
of their property necessarily renders all such regulations impossible.

A revolution of the greatest importance to the public happiness, was A revolution
was thus in-

in this manner brought about by two different orders of people, who sensibly
had not the least intention to serve the public. To gratify the most broughtabout,

childish vanity was the sole motive of the great proprietors. The

a [Histoire gln/alogigue des Tatars /raduite du manuscript Tartare D'Abulgasi-Bay-
adur-ckan et enrictize dun grand hombre de remar_ues authentiques et /r_s curieuses sur le
vtritable esta¢ _Oresen/ de rAsze septentrionale avec les cartes g/ogra_Ohiques n/cessazres, par
D., Leyden, x7a6. The preface says some Swedish officers imprxsoned in Siberia had it
translated into Russian and then retrauslated it themselves into various other languages.]
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merchants and artificers, much less ridiculous, acted merely from a
view to their own interest, and in pursuit of their own pedlar principle

of turning a penny wherever a penny was to be got. Neither of them
had either knowledge or foresight of that great revolution which the
folly of the one, and the industry of the other, was gradually bringing
about.

addcom- It is thus that through the greater part of Europe the commerce and
merceand manufactures of cities, instead of being the effect, have been the causemanufac-

tures he- and occasion of the improvement and cultivation of the country.came the

causeof the This order, however, being contrary to the natural course of things,improve-

ment of the is necessarily both slow and uncertain. Compare the slow progress of
country.

Thisorder those European countries of which the wealth depends very much upon
of thingsis their commerce and manufactures, with the rapid advances of our Northboth slow

and uncer- American colonies, of which the wealth is founded altogether in agri-rain com-

pared with culture. Through the greater part of Europe, the number of inhabitantsthe natural

order,as is not supposed to double in less than five hundred years. In severalmay be
shownby of Our North American colonies, it is found to double in twenty or five-
the rapid
p_ogressof and-twenty years. 1 In Europe the law of primogeniture, and perpetui-
the North
American tics of different kinds, prevent the division of great estates, and thereby
colonies, hinder the multiplication of small proprietors. A small proprietor,

however, who knows every part of his little territory, who 2 views it
all with 3 the affection which property, especially small property, natur-
ally inspires, and who upon that account takes pleasure not only
cultivating but in adorning it, is generally of all improvers the most
industrious, the most intelligent, and the most successful. 4 The same
regulations, besides, keep so much land out of the market, that there
are always more capitals to buy than there is land to sell, so that what
is sold always sells at a monopoly price. The rent never pays the
interest of the purchase-money, and is besides burdened with repairs
and other occasional charges, to which the interest of money is not
liable. To purchase land is every-where in Europe a most unprofit-

able employment of a small capital. For the sake of the superior
security, indeed, a man of moderate circumstances, when he retires
from business, will sometimes chuse to lay out his little capital in

land. A m_n of profession too, whose revenue is derived from another
source, often loves to secure his savings in the same way. But a

young man, who, instead of applying to trade or to some profession,
should employ a capital of two or three thousand pounds in the pur-
chase and cultivation of a small piece of land, might indeed expect

1[Above, p. 7 o, note.] S[Ed. 5 omits ' who' by a misprint.]
S[Eds. 2- 5 read ' with all,' doubtless a corruptiorL] 4[Cp. above, p. 363.]
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to llve very happily, and very independently, but must bid adieu, for
ever, to all hope of either great fortune or great illustration, which
by a different employment of his stock he might have had the same
chance of acquiring with other people. Such a person too, though
he cannot aspire at being a proprietor, will oi_n disdain to be a
farmer. The small quantity of land, therefore, which is brought to
market, and the high price of what is brought thither, 1 prevents a
great number of capitals from being employed in itscultivationand

improvement which would otherwisehave taken that direction.In

North America, on the contrary,fiftyor sixtypoundsisoftenfound a

sufficientstocktobegina plantationwith. The purchaseand improve-

ment ofuncultivatedland,istherethe most profitableemployment of

the smallestas well as of the greatestcapitals,and the most direct

road to allthe fortuneand illustrationwhich can be acquiredin that _J

country. Such land,indeed,isinNorth America tobe had almostfor

nothing,orata pricemuch below the valueof the naturalproduce; a

thing impossibleinl_.urope,or,indeed,inany countrywhere alllands

have long been privateproperty. Iflanded estates,however, were

dividedequallyamong allthe children,upon thedeathofany proprietor

who lefta numerous family,the estatewould generallybc sold. So

much land would come to market,thatitcould no longersellat a

monopoly,price. The freerentofthe landwould go nearertopay the

interestofthe purchase-money,and a smallcapitalmight be employed

inpurchasinglandasprofitablyasinany otherway.

England,on accountof the naturalfertilityofthe soil,ofthe great andtheslow
progress of

extentof the2 sea-coastin proportionto thatof the whole country, Englandin

and of the many navigableriverswhich run throughit,and affordthe agrlcult,r_in spite of

conveniencyofwater carriagetosome ofthe most inlandpartsofit,is favoursac-cordedto it

perhapsaswell fittedby natureas any largecountryin Europe,to be

the seatof foreigncommerce,of manufacturesfordistantsale,and of

allthe improvementswhich these can occasion.From the beginning

ofthe reignofElizabethtoo,the FJnglishlegislaturehasbeen peculiarly
attentivetothe interestsofcommerce and manufactures,and inreality

thereisno countryin Europe,Holland itselfnot excepted,ofwhich

the law is,upon the whole,more favourableto thissortof industry.
Commerce and manufactureshave accordinglybeen continuallyadvanc-

ing during allthisperiod. The cultivationand improvement of the

countryhas,no doubt,been graduallyadvancingtoo: But itseems

tohave followedslowly,and ata distance,the more rapidprogressof

commerce and munufactures.The greaterpart of thb countrymust

I [Ed. x does not contain 'thither '.] s [F_.d.x does not contain 'the '.]
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probably have been cultivated before the reign of Elizabeth; and a

very great part of it still remains uncultivated, and the cultivation of
the far greater part, much inferior to what it might be. The law
of England, however, favours agriculture not only indirectly by the

protection of commerce, but by several direct encouragements. Except
in times of scarcity, the exportation of corn is not only free, but encour-
aged by a bounty. In times of moderate plenty, the importation of
foreign corn is loaded with duties that-amount to a prohibition. The
importation of live cattle, except from Ireland, is prohibited at all
times, 1and it is but of late that it was permitted from thence. 2 Those
who cultivate the land, therefore, have a monopoly against their
countrymen for the two greatest and most important articles of land

produce, bread and butcher's meat. These encouragements, though
at bottom, perhaps, as I shall endeavour to show hereafter, _ altogether
illusory, sufficiently demonstrate at least the good intention of the
legislature to favour agriculture. But what is of much more importance
than all of them, the yeomanry of England are rendered as secure, as
independent, and as respectable as law can m_be them. No country,
therefore, in which the right of primogeniture takes place, which pays
tithes, and where perpetuities, though contrary to the spirit of the law,
are admitted in some cases, can give more encouragement to agricul-

ture than England. Such, however, notwithstanding, is the state of its
cultivation. What would it have been, had the law given no direct

encouragement to agriculture besides what arises indirectly from the
progress of commerce, and had left the yeomanry in the same condition
as in most other countries of Europe ? It is now more than two hundred

years since the beginning of the reign of Elizabeth, a period as long as
the course of human prosperity usually endures.

and the still France seems to have had a considerable share of foreign commerce
slower pro-
wessot near a century before England was distinguished.as a commercial
France, country. The marine of France was considerable, according to the

notions of the times, before the expedition of Charles the VIIIth to

Naples. 4 The cultivation and improvement of France, however, is,

1 [*8 Car. If., c. 2.]
2[32 Geo. IL, c. II, § x ; 5 Geo. III., e. xo ; i2 C-eo. III., c. 2.]
s [Below, pp. 424-427, and vol. ii., pp. 25-45. ]
4 [It seems likely that Charles VIII. is here (though not on the next page) confused with

Charles of Anjou, brother of St. Louis. At any rate H6nault (who is quoted below, p.
I22) says : ' Notre marine aussit6t d6truite que cr_6e sons Philippe Auguste, s'6tait bien
r6tabhe sons S. Louis m, comme le dit un historien, ee prince embarqua soixante_mille
homrnes it Aigues-mortes . . . quant it la premi6re exp&lition, 3omville dit qu'au d4part
de Chypre pour la copqu_te de Damiette, il y avait dix-huit cents vaisseaux tant grands que
petits. S. Louis avalt ausm mis en mer une flotte considerable pour d_fendre les c6tes de
Poitou contre la flotte de Henri III., et son frhre Charles d'Anjou en avait une de quatre-
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upon the whole, inferior to that of England. The law of the country
has never given the same direct encouragement to agriculture.

The foreign commerce of Spain and Portugal to the other parts of Spainand

Europe, though chiefly carried on in foreign ships, is very considerable. Portugal.
That to their colonies is carried on in their own, and is much greater,

on account of the great riches and extent of those colonies. But it has
never introduced any considerable manufactures for distant sale into
either of those countries, and the greater part of both still remains
uncultivated. The foreign commerce of Portugal is of older standing
than that of any great country in Europe, except Italy.

Italy is the only great country of Europe which seems to have been Italyalooe
was im-

cultivated and improved in every part, by means of foreign commerce proved
throughout

and manufactures for distant sale. Before the invasion of Charles the byforeign
VIIIth, Italy, according to Guicciardin, 1 was cultivated not less in the commerceand exported

most mountainous and barren parts of the country, than in the plainest manufac-tures.
and most fertile. The advantageous situation of the country, and the

great number of independent states which at that time subsisted in it,
probably contributed not a little to this general cultivation. It is not
impossible too, notwithstanding this general expression of one of the
most judicious and reserved of modern historians, that Italy was not
at that time better cultivated than England is at present.

The capital, however, that is acquired to any country by commerce Thenational
and manufactures, is all a very precarious and uncertain possession, till capitalac-quired by

some part of it has been secured and realized in the cultivation and commerceand manu-
factures is

improvement of its lands. A merchant, it has been said very properly, an uncertain
is not necessarily the citizen of any particular country. It is in a great posse_iontill realised

measure indifferent to him from what place he carries on his trade; intheim-provement
and a very trifling disgust will make him remove his capital, and ofland
together with it all the industry which it supports, from one country
to another. No part of it can be said to belong to any particular
country, till it has been spread as it were over the face of that country,
either in buildings, or in the lasting improvement of lands. No vestige
now remains of the great wealth, said to have been possessed by the
greater part of the Hans towns, except in the obscure histories of the
thirteenth and fourteenth centuries. It is even uncertain where some

vingts voiles, composde de gal_res et de vaisseaux, lors de son exp6dition de Naples.'--
Nowvel .4brggg chronologaque de Fhistoire de France, x768 , tom. i., p. 2Ol, A.D. I290.
This puts the French marine 2oo years earlier.]

1 [, Perch_ ridotta tutta in somma pace e tranquiUit_, coltivata non meno he' luoghi pifi
montuosi, e pih sterili, che nelle pianure, e regioni sue pifi fertili, nb sottoposta ad altro Im-
perio, che de' suoi medesimi, non solo era abbondantissima d' abitatori, e dl richezze '.--
Guieeiardmi, Della/stoma cr ltaha, Venice, x738, vol. L, p. ".]
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of them were situated, or to what towns in Europe the Latin names

given to some of them belong. But though the misfortunes of Italy in
the end of the fifteenth and beginning of the sixteenth centuries greatly
diminished the comrfleree and manufactures of the cities of Lombardy

and Tuscany, those countries still continue to be among the most
populous and best cultivated in Europe. The civil wars of Flanders,
and the Spanish government which succeeded them, chased away the
great commerce of Antwerp, Ghent, and Bruges. But Flanders still
continues to be one of the richest, best cultivated, and most populous

provinces of Europe. The ordinary revolutions of war and government
easily dry up the sources of that wealth which arises from commerce
only. That which arises from the more solid improvements of agri-
culture, is much more durable, and cannot be destroyed but by those
more violent convulsions occasioned by the depredations of hostile and
barbarous nations continued for a century or two together; such as
those that happened for some time before and after the fall of the
Roman empire in the western provinces of Europe.



BOOK IV

Of Systems of political (Economy

INTRODUCTION

pOLITICAL ceconomy, considered as a branch of the science of a The firstob-
jectof polit-

statesman or legislator, proposes two distinct objects: first, to icaleconomy
is to provide

provide a plentiful revenue or subsistence for the people, or more _ubsi_tenCe
properly to enable them to provide such a revenue or subsistence for peoplef°rthe
themselves ; and secondly, to supply the state or commonwealth with
a revenue sufficient for the public services. It proposes to enrich both

the people and the sovereign. 1
The different progress of opulence in different ages and nations, Twodi_er-

ent systems

has given occasion to two different systems of political (economy, with proposedforthi,_ end

regard to enriching the people. The one may be called the system of winbeex-
commerce, the other that of agriculture. I shall endeavour to explain plained.

both as fiflly and distinctly as Iean, and shall begin with the system
of commerce. It is the modern system, and is best understood in our
own country and in our own times.

1 [For other definitions of the purpose or nature of political economy see the index, s.v.]

(S95)



CHAPTER I

OF THE PRINCIPLE OF THE COMMERCIAL OR MERCANTILE SYSTEM

Wealthand THAT wealth consists in money, or in gold and silver, is a popu-
commonm°neyin 1. lar notion which naturally arises from the double function of
languageare money, as the instrument of commerce, and as the measure of value. Inconsidered

synony- consequence of its being the instrument of commerce, when we havemous.

money we can more readily obtain whatever else we have occasion for,
than by means of any other commodity. The great affair, we always
find, is to get money. When that is obtained, there is no difficulty in
making any subsequent purchase. In consequence of its being the
measure of value, we estimate that of all other commodities by the
quantity of money which they will exchange for. We say of a rich
man that he is worth a great deal, and of a poor man that he is worth
very little money. A frugal man, or a man eager to be rich, is said to
love money; and a careless, a generous, or a profuse man, is said to be
indifferent about it. To grow rich is to get money; and wealth and
money, in short, are, in common language, considered as in every
respect synonymous.

Similarly A rich country, in the same manner as a rich man, is supposed to be
the Tartars

thought a country abounding in money; and to heap up goldand silver in any
wealthcon- country is supposed to be the readiest way to enrich it. For some timelisted of

cattle, after the discovery of America, the first enquiry of the Spaniards, when
they arrived upon any unknown coast, used to be, if there was any
gold or silver to be found in the neighbourhood ? By the information
which they received, they judged whether it was worth while to make
a settlement there, or if the country was worth the conquering. Piano
Carpino, a monk sent ambassador from the king of France to one of the
sons of the famous Gengis Khan, says that the Tartars used frequently
to ask him, if there was plenty of sheep and oxen in the kingdom
of France ? 1 Their enquiry had the same object with that of the

1 [There seems to be a confusion between Plano-Carpini, a Franciscan sent as legate by

Pope Innocent IV. in xa46, and Guillaume de Rubruquis, another Franciscan sent as am-

(396)
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Spaniards. They wanted to know if the country was rich enough to

be worth the conquering. Among the Tartars, as among all other
nations of shepherds, who are generally ignorant of the use of money,
cattle are the instruments of commerce and the measures of value.

Wealth, therefore, according to them, consisted in cattle, as according
to the Spaniards it consisted in gold and silver. Of the two, the
Tartar notion, perhaps, was the nearest to the truth.

Mr. Locke remarks a distinction between money and other move- Locke
thought gold

able goods. All other moveable goods, he says, are of so consumable and silver
a nature that the wealth which consists in them cannot be much themostsubstantial

depended on, and a nation which abounds in them one year may, part of thewealth of a

without any exportation, but merely by their own waste and extrava- nation.
gance, be in great want of them the next. Money, on the contrary, is
a steady friend, which, though it may travel about from hand to hand,
yet if it can be kept from going out of the country, is not very liable
to be wasted and eonsumetL Gold and silver, therefore, are, according
to him, the most solid and substantial part of the moveable wealth of
a nation, and to multiply those metals ought, he thinks, upon that
account, to be the great object of its political ceconomy)

Others admit that if a nation could be separated from all the world, Otherssay
that it is

it would be of no consequence how much, or how little money cireu- nece_-y to
have much

lated in it. The consumable goods which were circulated by means moneyin
of this money, would only be exchanged for a greater or a smaller ordertomaintain

number of pieces ; but the real wealth or poverty of the country, they neetaandarmies

allow, would depend altogether upon the abundance or scarcity of abroad.
those consumable goods. But it is otherwise, they think, with countries
which have connections with foreign nations, and which are obliged

to carry on foreign wars, and to maintain fleets and armies in distant
countries. This, they say, cannot be done, but by sending abroad
money to pay them with ; and a nation cannot send much money abroad,
unless it has a good deal at home. Every such nation, therefore, must
endeavour in time of peace to accumulate gold and silver, that, when
occasion requires, it may have wherewithal to carry on foreign wars.

bassador by Louis IX. in 1253. As is pointed out by Rogers in a note on this passage,
the reference appears to be to Rubruquis, Voyage en Tartarze el c_ la C/_ime, chap. xxxifi.
The great Khan's secretaries, Rubruquis states, on one occasion displayed curiosity about
France : ' s'enqu6rant s'il y avait force bceufs, moutons, et chevaux, comme s'ils eussent d6j_
dtd tous pr6ts d'y venir et emmener tout'. Plano-Carpini and Rubruquis are both in
Bergeron's Voyages faits _rinci_alement en Asie dam les xii., xiii., xzv. e/xv. si_cles, La
Haye, x735. ]

1 [There is very little foundation for any part of this paragraph. It perhaps originated
in an inaccurate recollection of pp. I7, i8 and 77"79 of Some Considerations (x696 ed.),
and §§ 46-5o of Civil Government. It was probably transferred bodily from the Lectures
without verification. See Lectures, p. i98.]
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so all Euro- In consequence of these popular notions, all the different nations of
pean nations
have_ied to Europe have studied, though to little purpose, every possible means of
accumulate
goldand accumulating gold and silver in their respective countries. Spain and
slier. Portugal, the proprietors of the principal mines which supply Europe

with those metals, have either prohibited their exportation under the

Atfirstby a severest penalties, or subjected it to a considerable duty. 1 The like
prohibition
ofexporta- prohibition seems anciently to have made a part of the policy of most
tion. other European nations. It is even to be found, where we should least

of all expect 2 to find it, in some old Scotch acts of parliament, which
forbid under heavy penalties the carrying gold or silver Jbrth of the
/dngdom. 3 The like policy anciently took place both in France and
England.

batmer When those countries became commercial, the merchants found this
chants found
this iocoo- prohibition, upon many occasions, extremely inconvenient. They could
_nient, frequently buy more advantageously with gold and silver than with

any other commodity, the foreign goods which they wanted, either
to import into their own, or to carry to some other foreign country.
They remonstrated, therefore, against this prohibition as hurtful to
trade.

andthere- They represented, first, that the exportation of gold and silver in
fore argued
thatexporta- order to purchase foreign goods, did not always diminish the quantity
tion didnot
alwmys of those metals in the kingdom. That, on the contrary, it might fre-
diminishthestockin quently increase that quantity ; 4 because, if the consumption of foreign
thecountry, gOOdS was not thereby increased in the country, those goods might be

re-exported to foreign countries, and, being there sold for a large profit,

might bring back much more treasure than was originally sent out to
purchase them. Mr. Mun compares this operation of foreign trade to
the seed-time and harvest of agriculture. "If we only behold," says
he, "the actions of the husbandm,m in the seed-time, when he casteth

"away much good corn into the ground, we shall account him rather
"a madman than a husbandman. But when we consider his labours

"in the harvest, which is the end of his endeavours, we shall find the

"worth and plentiful increase of his actions." 5
andthatthe They represented, secondly, that this prohibition could not hindermetals could

beretained the exportationofgold and silver,which,on accountof the smallness
onlyby
attentionto of their bulk in proportion to their value, could easily be smuggled

1[See below, vol. ii., p. x3, note.] S[Ed. x reads 'expect least of all'.]
s [The words ' forth of the realm' occur in (January) x487, c. xL Other acts are x436, c.

][3 ; x45t, c. z5 ; I482, c. 8.]
'_[Ed. ][ reads 'increase it'.]
n[Englan_s Treasure by Forraign Trade, orttte Ballance of our Forralgn Trade ir

tke Rule of our Trea_re, z664, chap. iv., adfln., which reads, however, 'we will rather
accompt him a mad man'.]
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abroad. 1 That this exportation could only be prevented by a proper thebalanceof trade.

attention to, what they called, the balance of trade. 2 That when the
country exported to a greater value than it imported, a balance be-
came due to it from foreign nations, which was necessarily paid to it

in gold and silver, and thereby increased the quantity of those metals
in the kingdom. But that when it imported to a greater value than it
exported, a contrary balance became due to foreign nations, which was
necessarily paid to them in the same manner, and thereby diminished
that quantity. That in this case to prohibit the exportation of those
metals could not prevent it, but only by making it more dangerous,
render it more expensive. That the exchange was thereby turned

more against the country which owed the balance, than it otherwise
might have been ; the merchant who purchased a bill upon the foreign
country being obliged to pay the hanker who sold it, not only for the
natural risk, trouble and expence of sending the money thither, but for

the extraordinary risk arising from the prohibition. But that the more
the exchange was against any country, the more the balance of trade
became necessarily against it; the money of that country becoming
necessarily of so much less value, in comparison with that of the
country to which the balance was due. That if the exchange between
England and Holland, for example, was five per cent. against England,
it would require a hundred and five ounces of silver in England to
purchase a bill for a hundred ounces of silver in Holland: that a
hundred and five ounces of silver in England, therefore, would be
worth only a hundred ounces of silver in Holland, and would purchase
only a proportionable quantity of Dutch goods: but that a hundred
ounces of silver in Holland, on the contrary, would be worth a
hundred and five ounces in England, and would purchase a propor-
tionable quantity of English goods: that the Eazglish goods which
were sold to Holland would be sold so much cheaper; and the
Dutch goods which were sold to England, so much dearer, by the
difference of the exchange; that the one would draw so much less

Dutch money to England, and the other so much more English money
to Holland, as this difference amounted to: and that the balance of

trade, therefore, would necessarily be so much more against England,
and would require a greater balance of gold and silver to be exported
to Holland.

a [Mun, .England's Treasure, chap. vi.]
m[c Among other things relating to trade there hath been much discourse of the balance of

trade ; the right understanding whereof may be of singular use.'--Joslah Child, New Dis-
course of Trade, x694 , p. iSa , chap. ix., introducing an explanation. The term was used
before Mun's work was written. See Palgrave's Dict/onary of Political Economy, s.v.
Ralance of Trade, History of the theory.]
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Theirargu- Those arguments were partly solid and partly sophistical. They
ments v_re
partly were solid so far as they asserted that the exportation of gold and
sophistical, silver in trade might frequently be advantageous to the country. They

were solid too, in asserting that no prohibition could prevent their
exportation, when private people found any advantage in exporting

them. But they were sophistical in supposing, that either to preserve
or to augment the quantity of those metals required more the attention
of government, than to preserve or to augment the quantity of any
other useful commodities, which the freedom of trade, without any

such attention, never fails to supply in the proper quantity. They
were sophistical too, perhaps, in asserting that the high price of
exchange necessarily increased, what they called, the unfavourable
balance of trade, or occasioned the exportation of a greater quantity

of gold and silver. That high price, indeed, was extremely disadvan-
tageous to the merchants who had any money to pay in foreign
countries. They paid so much dearer for the bills which their hankers
granted them upon those countries. But though the risk arising from
the prohibition might occasion some extraordinary expence to the
hankers, it would not necessarily carry any more money out of the
country. This expence would generally be all laid out in the country,
in smuggling the money out of it, and could seldom occasion the
exportation of a single six-pence beyond the precise sum drawn for.

The high price of exchange too would naturally dispose the merchants
to endeavour to make their exports nearly balance their imports, in

order that they might have this high exchange to pay upon as small a
sum as possible. The high price of exchange, besides, must necessarily
have operated as a tax, in raising the price of foreign goods, and there-

by diminishing their consumption. 1 It would tend, therefore, not to
increase, but to diminish, what they called, the unfavourable balance

of trade, and consequently the exportation of gold and.silver.
butthey Such as they were, however, those arguments convinced the people
convinced
parliaments to whom they were addressed. They were addressed by merchants
andcouncils, to parliaments, and to the councils of princes, to nobles, and to country

gentlemen ; by those who were supposed to understand trade, to those
who were conscious to themselves that they knew nothing about the

matter. That foreign trade enriched the country, experience demon-
strated to the nobles and country gentlemen, as well as to the
merchants; but how, or in what manner, none of them well knew.

The merchants knew perfectly in what manner it enriched themselves.

1[Thissentenceappears firstin ed. 2, Ed. I beginsthe n_xtsentence, ' The high price
of exchangethereforewouldtend '.1
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It was their business to know it. But to know in what manner it

enriched the country, was no part of their business. This subject
never came into their consideration, but when they had occasion to

apply to their country for some change in the laws relating to foreign
trade. It then became necessary to say somethimg about the beneficial
effects of foreign trade, and the manner in which those effects were

obstructed by the laws as they then stood. Tothe judges who were
to decide the business, it appeared a most satisfactory account of the

matter, when they were told that foreign trade brought money into
the country, but that the laws in question hindered it from bringing
so much as it otherwise would do. Those arguments therefore pro- Theexporta-

tion Of
dueed the wished-for effect. The prohibition of exporting gold and foreigncoin
silver was in France and England confined to the coin of those andbuUionwas per-

respective countries. The exportation of foreign coin and of bullion mlttedbyFrance and

was made free. In Holland, and in some other places, this liberty was England.and the ex-

extended even to the coin of the country. The attention of govern- portanonofDutch coin

ment was turned away from guarding against the exportation of gold byHolland.
and silver, to watch over the balance of trade, as the only cause which
could occasion any augmentation or diminution of those metals. From
one fruitless care it was turned away to another care much more
intricate, much more embarrassing, and just equally fruitless. The Thattrea-surewas oh-
title of Mun's book, England's Treasure in 1 Foreign Trade, became a rainedby
fundamental maxim in the political ceeonomv,, not of England only, foreigntradebecamea

but of all other commercial countries. The inland or home trade, the receivedmaxim.

most important of all, the trade in which an equal capital affords the
greatest revenue, and creates the greatest employment to the people
of the country, was considered as subsidiary only to foreign trade.
It neither brought money into the country, it was said, nor carried
any out of it. The country therefore could never become either
rieher or poorer by means of it, except so far as its prosperity or decay
might indirectly influence the state of foreign trade.

A country that has no mines of its own must undoubtedly draw its Goldand
gold and silver from foreign countries, in the same manner as one that silverwmbeimported

has no vineyards of its own must draw its wines. It does not seem withoutanyattentmn of

necessary, however, that the attention of government should be more government,
turned towards the one than towards the other object. A country
that has wherewithal to buy wine, will always get the wine which it

has occasion for ; and a country that has wherewithal to buy gold and
silver, will never be in want of those metals. They are to be bought
for a certain price like all other commodities, and as they are the price

I [, In' is a mistake for ' by '.]
VOL. I.m_6
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of all other commodities, so all other commodities are the price of
those metals. We trust with perfect security that the freedom of
trade, without any attention of government, will always supply us with

the wine which we have occasion for: and we may trust with equal
security that it will always supply us with all the gold and silver
which we can afford to purchase or to employ, either in circulating our
commodities, or in other uses.

Theycanbe The quantity of every commodity which human industry can either
imported
more easily purchase or produce, naturally regulates itself in every country accord-
thanother ing to the effectual demand, or according to the demand of those whocommodities

iswhenaneffec-thereare willing to pay the whole rent, labour and profits which must be
tual demand, paid in order to prepare and bring it to market. But no commodities

regulate themselves more easily or more exactly according to this
effectual demand than gold and silver ; because, on account of the
small bulk and great value of those metals, no commodities can be

more easily transported from one place to another, from the places
where they are cheap, to those where they are dear, from the places
where they exceed, to those where they fall short of this effectual

demand. If there were in England, for example, an effectual demand
for an additional quantity of gold, a packet-boat could bring from
Lisbon, or from wherever else it was to be had, fifty tuns of gold,
which could be coined into more than five millions of guineas. But
if there were 1an effectual demand for grain to the same value, to im-

port it would require, at five guineas a tun, a million of tuns of shipping,
or a thousand ships of a thousand tuns each. The navy of England
would not he sufficient.

Whentheir When the quantity of gold and silver imported into any country
quantity ex-
ceeds the exceeds the effectual demand, no vigilance of government can prevent
impossibledemandit is their exportation. All the sanguinary laws of Spain and Portugal are
toprevent not able to keep their gold and silver at home. The continual importa-their expor-
tation, tions from Peru and Brazil exceed the effectual demand of those

countries, and sink the price of those metals there below that in the

neighbouring countries. If, on the contrary, in any particular country
their quantity fell short of the effectual demand, so as to raise their

price above that of 2 the neighbouring countries, the government would
andit would have no occasion to take any pains to import them. If it were 3 even
be equally
impossible to take pains to prevent their importation, it would not be able to
to prevent
theUimpor- effectuate it. Those metals, when the Spartaus had got wherewithal to
supplytati°niffellthe purchase them, broke through all the harriers which the laws of Lycur-

1[Here and four hnes higher eds. x- 3 read ' if there was '.]
2 lEd. x reads ' in '.] 3 [Eds. x-3 read ' if it was '. ]
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gusopposedtotheirentranceintoLacedemon. Allthe sanguinarylaws shortoftheeffectual de-

ofthe customsarenot able to preventthe importationof the teasof mand.

the Dutch and GottcnburghEast Indiacompanies; becausesomewhat

cheaperthan thoseofthe Britishcompany. A pound of tea,however,

isabout a hundred times the bulk of one of the highestprices,six-

teen shillings,thatiscommonly paidforitinsilver,and more than two

thousand timesthe bulk of the same pricein gold,and consequently

justsomany timesmore difficulttosmuggle.

Itispartlyowing to the easytransportationof gold and silverfrom Itisthis
ease of

the placeswhere they abound tothosewhere theyarewanted,thatthe transporta-

priceof those metalsdoes not fluctuatecontinuallylikethat of the makesti°nwhichthe

greaterpart of othercommodities,which are hindered by theirbulk valucofgoldand silverso

from shiftingtheirsituation,when the market happenstobe eitherover unlforrn.

orunder-stockedwith them. The priceof thosemetals,indeed,isnot

altogetherexempted from variation,but the changes to which itis

liableare generallyslow,gradual,and uniform. In Europe,for ex-

ample,itissupposed,withoutmuch foundation,perhaps,that,duringthe

courseofthe presentand precedingcentury,theyhave been constantly,I

but gradually,sinkingin theirvalue,on accountof the continualim-

portationsfrom the SpanishWest Indies.I But to make any sudden

change in the priceofgold and silver,soas toraiseor lower atonce,

sensiblyand remarkably,the money priceof all other commodities,

reqniressuch a revolutionin commerce as that occasionedby the

discoveryofAmerica.

If,notwithstandingallthis,gold and silvershouldatany time fall _ftbevdidfallshort,

shortina countrywhich has wherewithaltopurchasethem, there are thelrpJacecouldbe

more expedientsfor supplyingtheirplace,than that of almost any supphedby

other commodity. If the materialsof manufacture are wanted,in- paper.

dustrymust stop. Ifprovisionsare wanted,the peoplemust starve.

But ifmoney iswanted, barterwillsupply itsplace,though with a
good deal of inconvcniency. Buying and sellingupon credit,and

the differentdealerscompensating theircreditswith one another,

once a month or once a year,willsupplyitwith lessinconveniency.

A well-regulatedpaper money willsupplyit,not only withoutany
inconveniency,but, in some cases,with some advantages._ Upon

every account,therefore,the attentionof government never was so

unnecessarilyemployed, as when directedto watch over the pre-

servationorincreaseofthe quantityofmoney inany country.

I[The absenceofany referenceto the long Digressionin bk. i.,chap, x1.,suggeststhat
this passage was written before the Digression was incorporated in the work. Contrast the
reference below, vol. ii., p. 9.]

s ['Ed. x reads ' not only without any inconveniency but with very great advantages '.]
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Thecorn- No complaint, however, is more common than that of a scarcity ofmoo com-
plaint of money. Money, like wine, must always be scarce with those who
scarcity of
mooeyonly have neither wherewithal to buy it, nor credit to burrow it. Those

¢ultymeansdiffi'inwho have either, will seldom be in want either of the money, or of the
borrowing, wine which they have occasion for. This complaint, however, of the

scarcity of money, is not always confined to improvident spendthrifts.
It is sometimes general through a whole mercantile town, and the
country in its neighbourhood. Over-trading is the common cause of
it. Sober men, whose projects have been disproportioned to their

capitals, are as likely to have neither wherewithal to buy money, nor
credit to borrow it, as prodigals whose expence has been dispropor-
tioned to their revenue. Before their projects can be brought to
bear, their stock is gone, and their credit with it. They run about
everywhere to burrow money, and every body tells them that they
have none to lend. Even such general complaints of the scarcity of
money do not always prove that the usual number of gold and silver
pieces are not circulating in the country, but that many people want
those pieces who have nothing to give for them. When the profits
of trade happen to be greater than ordinary, over-tradlng becomes a

general error both among great and small dealers. They do not always
send more money abroad than usual, but they buy upon credit both at
home and abroad, an unusual quantity of goods, which they send to
some distant market, in hopes that the returns will come in before the

demand for payment. The demand comes before the returns, and they
have nothing at hand, with which they can either purchase money, or
give solid security for borrowing. It is not any scarcity of gold and
silver, but the difficulty which such people find in borrowing, and
which their creditors find in getting payment, that occasions the
general complaint of the scarcity of money.

Money It would be too ridiculous to go about seriously to prove, that wealth

sm_lmaLeSpartbUtofa does not consist in money, or in gold and silver; but in what money
the national purchases, and is valuable only for purchasing. Money, no doubt,capital.

makes always a part of the national capital ; but it has already been
shown 1 that it generally makes but a small part, and always the most
unprofitable part of it.

It is easier It is not because wealth consists more essentially in money than in
to _ thanto goods, that the merchant finds it generally more easy to buy goods
causeSimplYmoneybe"with money, than to buy money with goods ; but because money is
mentistheinstrU'ofthe known and established instrument of eommeree,,for which every
cm_Derce.

1 [This probably refers to p. 279, though the object there is rather to insist on the large-
hess of the saving effected by dispensing with money, and pp. _9"_75.]
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thing is readily given in exchange, but which is not always with equal
readiness to be got in exchange for every thing. The greater part of
goods besides are more perishable than money, and he may frequently
sustain a much greater loss by keeping them. When his goods are
upon hand too, he is more liable to such demands for money as he
may not be able to answer, than when he has got their price in his
coffers. Over and above all this, his profit arises more directly from

selling than from buying, and he is upon all these accounts generally
much more anxious to exchange his goods for money, than his money

for goods. But though a particular merchant, with abundance of
goods in his warehouse, may sometimes be ruined by not being able
to sell them in time, a nation or country is not liable to the same
accident. The whole capital of a merchant frequently consists in
perishable goods destined for purchasing money. But it is but a very
small part of the annual produce of the land and labour of a country
which can ever be destined for purchasing gold and silver from their
neighbours. The far greater part is circulated and consumed among

themselves ; anj] even of the surplus which is sent abroad, the greater
part is generally destined for the purchase of other foreign goods.
Though gold and silver, therefore, could not be had in exchange for
the goods destined to purchase them, the nation would not be ruined.
It might,-indeed, suffer some loss and inconveniency, and be forced
upon some of those expedients which are necessary for supplying the
place of money. The annual produce of its land and labour, however,
would be the same, or very nearly the same, as usual, because the same,
or very nearly the same consumable capital would be employed in
maintaining it. And though goods do not always draw money so
readily as money draws goods, in the long-run they draw it more
necessarily than even it draws them. Goods can serve many other
purposes besides purchasing money, but money can serve no other
purpose besides purchasing goods. Money, therefore, necessarily runs
after goods, but goods do not always or necessarily run after money.
The man who buys, does not always mean to sell again, but frequently
to use or to consume; whereas he who sells, always means to buy
again. The one may frequently have done the whole, but the other
can never have clone more than the one-half of his business. It is not

for its own sake that men desire money, but for the sake of what they
can purchase with it.

Consumable commodities, it is said, are soon destroyed; whereas The dura-
bility of a

gold and silver are of a more durable nature, and, were it not for this .commodity
continual exportation, might be accumulated for ages together_ to the ,s no reasonfor accumu.
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hti_g more incredible augmentation of the real wealth of the country. Nothing,
of it than is
wanted, therefore, it is pretended, can be more disadvantageous to any country,

than the trade which consists in the exchange of such lasting for such
perishable commoditie_ We do not, however, reckon that trade dis-

advantageous which consists in the exchange of the hard-ware of gnU-
land for the wines of France; and yet hard-ware is a very durable
commodity, and were it not 1 for this continual exportation, might too
be aecum_ated for ages together, to the incredible augmentation of
the pots and pans of the country. But it readily occurs that the
number of such utensils is in every country necessarily limited by the
use which there is for them; that it would be absurd to have more

pots and pans than were necessary for cooking the victuals usually con-
sumed there; and that if the quantity of victuals were to increase,
the number of pots and pans would readily increase along with it, a
part of the increased quantity of victuals being employed in purchas-
ing them, or in maintaining an additional number of workmen whose
business it was to make them. It should as readily occur that the
quantity of gold and silver is in every country limited by the use which
there is for those metals; that their use consists in circulating com-

modities as coin, and in affording a species of houshold furniture as
plate ; that the quantity of coin in every country is regulated by the
value of the commodities which are to be circulated by it : increase

that value, and immediately a part of it will be sent abroad to purchase,
wherever it is to be had, the additional quantity of coin requisite

for circulating them: that the quantity of plate is regulated by the
number and wealth of those private families who chuse to indulge
themselves in that sort of magnificence: increase the number and
wealth of such families, and a part of this increased wealth will most
probably be employed in purchasing, wherever it is to be found, an
additional quantity of plate : that to attempt to increase the wealth of
any country, either by introducing or by detaining in it an unnecessary
quantity of gold and silver, is as absurd as it would be to attempt to
increase the good cheer of private families, by obliging them to keep
an unnecessary number of kitchen utensils. As the expence of pur-
chasing those unnecessary utensils would diminish instead of increasing
either the quantity or goodness of the family provisions ; so the expence
of purchasing an unnecessary quantity of gold and silver must, in
every country, as necessarily diminish the wealth which feeds, clothes,

and lodges, which maintains and employs the people.. Gold and silver,
whether in the shape of coin or of plate, are utensils, it must be

1 [Eds. x-3 read ' was it not ',]
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remembered, as much as the furniture of the kitchen. Increase the
use for them, increase the consumable commodities which are to be

circulated, managed, and prepared by means of them, and you will
infallibly increase the quantity; but if you attempt, by extraordinary
means, to increase the quantity, you will as infallibly diminish the use
and even the quantity too, which in those metals can never be greater

than what the use requires. Were they ever to be accumulated beyond
this quantity, their transportation is so easy, and the loss which attends

their lying idle and unemployed so great, that no law could prevent
their being immediately sent out of the country.

It is not always necessary to accumulate gold and silver, in order to Accumuh-
tion of gold

enable a country to carry on foreign wars, and to maintain fleets and andsilveris
not neces-

armies in distant countries. Fleets and armies are maintained, not _a_for
carrying on

with gold and silver,but with consumable goods. The nationwhich, di_tant_rs.
from the annual produce of itsdomestic industry,from the annual

revenue arisingout of itslands,labour,and consumable stock,has

wherewithalto purchasethoseconsumable goodsin distantcountries,

can maintainforeignwars there.

A nationmay purchasethe pay and provisionsof an army in a whlchmay
be paid for

distant country three different ways; by sending abroad either, first, byexport-
ing: (I) gold

some part of its accumulated gold and silver ; or secondly, some part andsilver.
of the annual produce of its manufactures ; or last of all, some part of c2)ma_uhc-tures, or (3)

its annual rude produce, rudepro-duce
The goldand silverwhich can properlybe consideredasaccumulated

The gold

or storedup in any country,may be distinguishedintothreeparts; ands11verCOeXistsOf

first,the circulatingmoney; secondly,the plateof privatefamilies" mo_eyi_
circulation,

and lastof all,the money which may have been collectedby many phte._d
money m

years parsimony, and laid up in the treasury of the prince, thetreasury.
It can seldom happen that much can be spared from the circulating Littl_canbe

spared from
money of the country; because in that there can seldom be much themoney
redundancy. The value of goods annually bought and sold in any in c,rcula-tton ;

country requires a certain quantity of money to circulate and distri-
bute them to their proper consumers, and can give employment to no
more. The channel of circulation necessarily draws to itself a sum
sufficient to fill it, and never admits any more. Something, however,
is generally withdrawn from this channel in the case of foreign war.
By the great number of people who are maintained abroad, fewer are
maintained at home. Fewer goods are circulated there, and less money
becomes necessary to circulate them. An extraordinary quantity of
paper money, of some sort or other too, such as exchequer notes, navy

bills: and bank bills in England, is generally issued upon such occasions,
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and by supplying the place of circulating gold and silver, gives an
opportunity of sending a greater quantity of it abroad. All this,
however, could afford but a poor resource for maintaining a foreign
war, of great expence and several years duration.

platehas The melting down the plate of private families, has upon everynever
yielded occasion been found a still more insignificant one. The French, in the
much ;

beginning of the last war, did not derive so much advantage from this
expedient as to compensate the loss of the fashion.

aecumuh- The accumulated treasures of the prince luwe, in former times,
tion in the
treasuryhas afforded a much greater and more lasting resource. In the present
been aban-
doned, times, if you except the king of Prussia, to accumulate treasure seems

to be no part of the policy of European prince_
The foreign The funds which maintained the foreign wars of the present century,
wars of the
centnryhave the most expensive perhaps which history records, seem to have had
notevidentlybeen little dependency upon the exportation either of the circulating money,
paid for
fromthe or of the plate of private families, or of the treasure of the prince. The
moneyin last French war cost Great Britain upwards of ninety millions, includ-circulation,

ing not only the seventy-five millions of new debt that was contracted, 1
but the additional two shillings in the pound land tax, and what was
annually borrowed of the sinking fund. More than two-thirds of this
expence were _ laid out in distant countries ; in Germany, Portugal,

America, in the ports of the Mediterranean, in the :East and West
Indies. The kings of :England had no accumulated treasure. We
never heard of any extraordinary quantity of plate being melted down.
The circulating gold and silver of the country had not been supposed
to exceed eighteen millions. Since the late recolnage of the gold,
however, it is believed to have been a good deal under-rated. Let us
suppose, therefore, according to the most exaggerated computation
which I remember to have either seen or heard of, _ that, gold and
silver together, it amounted to thirty millions. 4 Had the war been
carried on, by means of our money, the whole of it must, even according
to this computation, have been sent out and returned again at least
twice, in a period of between six and seven years. Should this be
supposed, it would afford the most decisive argument to demonstrate
how unnecessary it is for government to watch over the preservation of
money, since upon this supposition the whole money of the country
must have gone from it and returned to it again, two different times in
so short a period, without any body's knowing any thing of the matter.

1[Present State of the Nation (see next page and note), p. 28.]
2[Eds. 1- 3 read ' was '.]
3 [Ed. x reads 'according to the exaggerated computation of Mr. Horsely '.]
4 _Lectures, p. 199.]
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The channel of circulation, however, never appeared more empty than
usual during any part of this period. Few people wanted money who
had wherewithal to pay for it. The profits of foreign trade, indeed,
were greater than usual during the whole war ; but especially towards
the end of it. This oeeasioned, what it always occasions, a general
over-trading in all the ports of Great Britain ; and this again oc-
casioned the usual complaint of the scarcity of money, which always
follows over-trading. Many people wanted it, who had neither where-
withal to buy it, nor credit to borrow it ; and because the debtors
found it difficult to borrow, the creditors found it dittleult to get pay-
ment. Gold and silver, however, were generally to be had for their
value, by those who had that value to give for them.

The enormous expenee of the late war, therefore, must have been but by com-

chiefly defrayed, not by the exportation of gold and silver, but by that modities.
of British commodities of some kind or other. When the government,
or those who aeted under them, contracted with a merchant for a re-
mittance to some foreign country, he would naturally endeavour to pay
his foreign correspondent, upon whom he had granted a bill, by sending
abroad rather commodities than gold and silver. If the commodities
of Great Britain were not in demand in that country, he would
endeavour to send them to some other country, in which he could
purchase a bill upon that country. The transportation of commodities,
when properly suited to the market, is always attended with a con-
siderable profit ; whereas that of gold and silver is searee ever attended
with any. When those metals are sent abroad in order to purehase
foreign commodities, the merchant's profit arises, not from the purchase,
but from the sale of the returns. But when they are sent abroad
merely to pay a debt, he gets no returns, and consequently no profit.
He naturally, therefore, exerts his invention to find out a way of paying
his foreign debts, rather by the exportation of commodities than by that
of gold and silver. The great quantity of British goods exported during
the course of the late war, without bringing back any returns, is accord-
ingly remarked by the author of The Present State of the Nation. 1

Besides the three sorts of gold and silver above mentioned, there is Partofthe
bulhon

in all great commereial countries a good deal of bullion alternately ira- whichcircu-
ported and exported for the purposes of foreign trade. This bullion, l,tesfromcountry to

as it cireulates among dzfferent commercial countries in the same country mayhave been

manner aS the national coin circulates in every particular country, employed.

1[The Present State of the Nation, t_articularly mltt_ res#ect to its Trade, Finances,
etc., etc., addressed to the King and both Houses of Parliament, x768 (written under the
flireotion of George Grenville by William Knox), pp. 7, 8.]
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butit must may be considered as the money of the great mercantile republic. Thehave been
purchased national eoin receives its movement and direction from the commodities
with corn-
modifies, circulated within the precincts of each particular eountry: the money

of the mercantile republic, from those circulated between different
countries. Both are employed in facilitating exebanges, the one be-
tween different individuals of the same, the other between those of
different nations. Part of this money of the great mereantile republic
may have been, and probably was, employed in carrying on the late
war. In time of a general war, it is natural to suppose that a move-

ment and direction should be impressed upon it, different from what
it usually follows in profound peace; that it should circuLate more
about the seat of the war, and be more employed in purehasing there,
and in the neighbouring countries, the pay and provisions of the
different armies. But whatever part of this money of the mercantile
republic, Great Britain may have annually employed in this _er,
Jt must have been annually purchased, either with British commodities,
or with something else that had been purchased with them; which
still brings us back to commodities, to the unnual produee of the land
and Labour of the country, as the ultimate resources which enabled us
to carry on the war. It is natural indeed to suppose, that so great an
annual expenee must have been defrayed from a great annual produce.
The expenee of 1761, for example, amounted to more than nineteen
millions. No accumuLation eould have supported so great an annual

profusion. There is no annum produce even of gold and silver whieh
could have supported it. The whole gold and silver annually imported
into both Spain and Portugal, aeeording to the best accounts, do_ not
eommonly much exeeed six millions sterling, 1 which, in some years,
would scarce have paid four months expenee of the Late war.

Thefiner The commodities most proper for being transported to distant
mallufac-
tures are the countries, in order to purchase there, either the pay and provisions of
mo6t con-
venient an army, or some part of the money of the mercantile republie to be
forcommoditiesthe employed in purchasing them, seem to be the finer and more improved
purpose, manufactures ; such as contain a great value in a small bulk, and can,

therefore, be exported to a great distance at little expenee. A country
whose industry produces a great annual surplus of such manufactures,
which are usually exported to foreign countries, may carry on for many
years a very expensive foreign war, without either exporting any con-
siderable quantity of gold and silver, or even having any such quantity
to export. A considerable part of the annual surplus _of its manufac-

tures must, indeed, in this case be exported, without bringing back

1[Above,pp. ao7-2o9,!
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any returns to the country, though it does to the merchant; the gov-
_'mnent purchasing of the merchant his bills upon foreign countries,
in order to purchase there the pay and provisions of an army. Some
part of this surplus, however, may still continue to bring hack a returnJ

The manufacturers, during the war, will have a double demand upon
them, and be called upon, first, to work up goods to be sent abroad,
for paying the bills drawn upon foreign countries for the pay and pro-
visions of the army ; and, secondly, to work up such as are necessary for
purchasing the common returns that had usually been consumed in the
country. In the midst of the most destructive foreign war, therefore,
the greater part of manufactures may frequently flourish greatly ; and,
on the contrary, they may dechne on the return of the peace. They
may flourish amidst the ruin of their country, and begin to decay upon
the return of its prosperity. The different state of many different
branches of the British manufactures during the late war, and for some
time after the peace, may serve as an illustration of what has been just
now said.

No foreign war of great expence or duration could conveniently be Rudepro-duceis in-
carried on by the exportation of the rude produce of the soil. The convenient.
expence of sending such a quantity of it to a foreign country as might
purchase the pay and provisions of an army, would be too great. Few
countries too produce much more rude produce than what is sufficient
for the subsistence of their own inhabitants. To send abroad any great
quantity of it, therefore, would be to send abroad a part of the
necessary subsistence of the people. It is otherwise with the exporta-
tion of manufactures. The maintenance of the people employed in
them is kept at home, and only the surplus part of their work is
exported. Mr. Hume frequently takes notice of the inability of the
ancient kings of England to carry on, without interruption, any foreign
war of long duration. 2 The English, in those days, had nothing where-
withal to purchase the pay and provisions of their armies in foreigaa
oountries, but either the rude produce of the soil, of which no con-
siderable part could be spared from the home eonsumption, or a few
manufactures of the coarsest kind, of which, as well as of the rude

produce, the transportation was too expensive. This inability did not

arise from the want of money, but of the finer and more improved
manufactures. Buying and selling was transacted by means of money

in England then, as well as now. The quantity of eireulating money

1 [In place of these two sentences ed. x reads ' A considerable part of the annual surplus
of its manufactures must indeed in this ease be exported without bringing back any returns,
Some part of it, however, may still continue to bring back a return.']

_[Historj, chaps, xix. and xx., vol. iii., pp. xo3, xo4, x65 in u_l. of x773. ]
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must have borne the same proportion to the number and value of
purchases and sales usually transacted at that time, which it does to

those tr_n_ted at present ; or rather it must have borne a greater
proportion, because there was then no paper, which now occupies a
great part of the employment of gold and silver. Among nations to
whom commerce and manufactures are little known, the sovereign,
upon extraordinary occasions, can seldom draw any considerable aid
from his subjects, for reasons which shall be explained hereaftex. 1 It is
in such countries, therefore, that he generally endeavours to accumulate
a treasure, as the only resource against such emergencies. Independ-
ent of this necessity, he is in such a situation naturally disposed to
the parsimony requisite for accumulatio_ In that simple state, the
expence even of a sovereign is not directed by the vanity which
delights in the gaudy finery of a court, but is employed in bounty to
his tenants, and hospitality to his retainers. But bounty and hospital-

ity very seldom lead to extravagance; though vanity almost always
does. 2 Every Tartar chief, accordingly, has a treasure. The treasures

of Mazepa, chief of the Cossacks in the Ukraine, the famous ally of
Charles the XIIth, are said to have been very great. The French

kings of the Merovingian race had all treasures. When they divided
their kingdom among their different children, they divided their
treasure too. The Saxon princes, and the first kings after the con-

quest, seem likewise to have accumulated treasures. The first exploit
of every new reign was commonly to seize the treasure of the preced-
ing king, as the most essential measure for securing the successio_
The sovereigns of improved and commercial countries are not under

the same necessity of accumulating treasures, because they can gen-
erally draw from their subjects extraordinary aids upon extraordinary
occasions. They are likewise less disposed to do so. They naturally,
perhaps necessarily, follow the mode of the times, and their expence
comes to be regulated by the same extravagant vanity which directs
that of all the other great proprietors in their dominions. The in-

significant pageantry of their court becomes every day more brilliant,
and the expence of it not only prevents accumulation, but frequently
encroaches upon the funds destined for more necessary expencea
What Dercyllidas said of the court of Persia, may be applied to that of
several European princes, that he saw there much splendor but little
strength, and many servants but few soldiers. 8

_[_1ow,p.396.]
g[This sentenceand the ninewordsbefore it arerepeatedbelow, voLi_. p. 393°]
.s[, DereyUidas'appearsto be a mistak_forAntic_hus, S_eXenophon,HeH_ni_a,v_._

i.,s_8.]
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The importation of gold and silver is not the principal, much less the Theprine,-
• pal benefit

sole benefit which a nation derives from its foreign trade. Between of foreign
trade is not

whatever places foreign trade is carried on, they all of them derive two the importa-

distinct benefits from it. It carries out that surplus part of the produce tlon of goldand silver,

of their land and labour for which there is no demand among them, and butthecarrying out

brings hack in return for it something else for which there is a demand, of surplusproduce for

It gives a value to their superfluities, by exchanging them tbr something whichthereis no de-

else, which may satisfy a part of their wants, and increase their enjoy- mandand
ments. By means of it, the narrowness of the home market does not _ bringingback some-

thing for
hinder the division of labour in any particular branch of art or manu- whichthere
facture from being carried to the highest perfection. By opening a is.
more extensive market for whatever part of the produce of their labour
may exceed the home consumption, it encourages them to improve its
productive powers, and to augment its annual produce to the utmost,
and thereby to increase 1 the real revenue and wealth of the society.
These great and important services foreign trade is continually occupied

in performing, to all the different countries between which it is carried
on. They all derive great benefit from it, though that in which the
merchant resides generally derives the greatest, as he is generally more

employed in supplying the wants, and carrying out the superfluities of
his own, than of any other particular country. To import the gold and
silver which may be wanted, into the countries which have no mines,
is, no doubt, a part of the business of foreign commerce. It is, how-
ever, a most insignificant part of it. A country which carried on foreign
trade merely upon this account, could scarce have occasion to freight a
ship in a century.

It is not by the importation of gold and silver, that the discovery of Thedis-
coveryof

America has enriched Europe. By the abundance of the American Americahas
benefited

mines, those metals have become cheaper. A service of plate can now Euro_ not
be purchased for about a third part of the corn, or a third part of the by thecheapening

labour, which it would have cost in the fifteenth century. With the ofgoldandsilver,

same annual expenee of labour and commodities, Europe can annually _
purchase about three times the quantity of plate which it could have
purchased at that time. But when a commodity comes to be sold for
a third part of what had been its usual price, not only those who pur-
chased it before can purchase three times their former quantity, but it
is brought do_vn to the level of a much greater number of purchasers,
perhaps to more than ten, perhaps to more than twenty times the
former number. So that there may be in Europe at present not only
more than three times, but more than twenty or thirty times the quan-

1 [Ed. x reads ' thereby increase '.]
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tity of plate which would have been in it, even in its present state of
improvement, had the discovery of the American mines never been
made. So far Europe has, no doubt, gained a real eonvenieney, though

surely a very tadfling one. The cheapness of gold and silver renders
those metals rather less fit for the purposes of money than they were
before. In order to make the same purchases, we must load ourselves

with a greater quantity of them, and carry about a shilling in our
pocket where a groat would have done before. It is difficult to say
which is most trifling, this inconvenieney, or the opposite eonvenieney.
Neither the one nor the other could have made any very essential

change in the state of Europe. The discovery of America, however,

but byo_n- certainly made a most essential one. By opening a new and inexhaus-
ingupma tible market to all the commodities of Europe, it gave occasion to newnew market

whichira- divisions of labour and improvements of art, which, in the narrow circleproved the
productive of the ancient commerce, could never have taken place for want of a
powers of
labour, market to take off the greater part of their produce. The productive

powers of labour were improved, and its produce increased in all the
different countries of Europe, and together with it the real revenue and
wealth of the inhabitants. The commodities of Europe were almost
all new to America, and many of those of America were new to

Europe. A new set of exchanges, therefore, began to take place which
had never been thought of before, and which should naturally have

proved as advantageous to the new, as it certainly did to the old
continent. The savage injustice of the Europeans rendered an event,

which ought to have been beneficial to all, ruinous and destructive to
several of those unfortunate countries.

Thedis- The discovery of a passage to the East Indies, by the Cape of Good
covery of the
seapassage Hope, which happened much about the same time, opened, perhaps,
to the East
Indieswou_ a still more extensive range to foreign commerce than even that of
havebeen America, notwithstanding the greater distance. There were but twostill more

advantage- nations in America, in any respect superior to savages, and these wereous if the

trade to the destroyed almost as soon as discovered. The rest were mere savages.East Indies

hadbeen But the empires of China, Indostan, Japan, as well as several others infree.
the East Indies, without having richer mines of" gold or silver, were in
every other respect much richer, better cultivated, and more advanced
ill all arts and manufactures than either Mexico or Peru, even though we
should credit, what plainly deserves no credit, the exaggerated accounts
of the Spanish writers, concerning the ancient state of those empires.
But rich and civilized nations can always exchange to a much greater
value with one another, than with savages and barbarians. Europe,
however, has hitherto derived much less advantage from its commerce
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with the East Indies, than from that with America. The Portuguese
monopolized the East India trade to themselves for about a century,

and it was only indirectly and through them, that the other nations of
Europe could either send out or receive any goods from that country.
When the Dutch, in the beginning of the last century, began to
encroach upon them, they vested their whole East India commerce in
an exclusive company. The English, French, Swedes, and Danes, have
all followed their example, so that no great nation in Europe has ever
yet had the benefit of a free commerce to the East Indies. No other
reason need be assigned why it has never been so advantageous as the
trade to America, which, between almost every nation of Europe and
its own colonies, is free to all its subjects. The exclusive privileges of
those East India companies, their great riches, the great favour and

protection which these have procured them from their respective
governments, have excited much envy against them. This envy has Theexporta-tion of silver

frequently represented their trade as altogether pernicious, on account to theLast
Indies is not

of the great quantities of silver, which it every year exports from h_rmful.
the countries from which it is carried on. The parties concerned have

replied, that their trade, by this continual exportation of silver, might,
indeed, tend to impoverish Europe in general, but not the particular
country from which it was carried on ; because, by the exportation of a
part of the returns to other European countries, it annually brought
home a much greater quantity of that metal than it carried out. Both
the objection and the reply are founded in the popular notion which
I have been just now examining. It is, therefore, unnecessary to say
any thing further about either. By the annual exportation of silver to
the East Indies, plate is probably somewhat dearer in Europe than it
otherwise might have been; and coined silver probably purchases a
larger quantity both of labour and commodities. The former of these
two effects is a very small loss, the latter a very small advantage ; both
too insignificant to deserve any part of the public attention. The
trade to the East Indies, by opening a market to the commodities of
Europe, or, what comes nearly to the same thing, to the gold and
silver which is purchased with those commodities, must necessarily tend
to increase the annual production of European commodities, and con-
sequently the real wealth and revenue of Europe. That it has hitherto
increased them so little, is probably owing to the restraints which it

every-where labours under.
I thought it necessary, though at the hazard of being tedious, to Writerswho

begin by
examine at full length this popular notion that wealth consists in including

lands,

money, or in gold and silver. Money in common language, as I have housesand
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_onsumable already observed, frequently signifies wealth; and this ambiguity of
goods in
wealth expression has rendered this popular notion so familiar to us, that even

themoftenlater,forget they, who are convinced of its absurdity, are very apt to forget their
own principles, and in the course of their reasonings to take it for
granted as a certain and undeniable truth. Some of the best English
writers upon commerce set out with observing, that the wealth of a
country consists, not in its gold and silver only, but in its lands, houses,
and consumable goods of all different kind_ In the course of their
reasonings, however, the lands, houses, and consumable goods seem to
slip out of their memory, and 'the strain of their argument frequently
supposes that all wealth consists in gold and silver, and that to
multiply those metals is the great object of national industry and
commerce.

w_lth The two principles being established, however, that wealth consisted
being sup-
posedto in gold and silver, and that those metals could be brought into a
consistin country which had no mines only by the balance of trade, or by ex-gold and sil-
ver, political
economy en- porting to a greater value than it imported ; it necessarily became the
deavouredto great object of political ceconomy to diminish as much as possible thediminish im-

port_and importation of foreign goods for home consumption, and to increase as
encourage

exports, much as possible the exportationofthe produceofdomesticindustry.

Its two great engines for enrichingthe country,therefore,were

restraintsupon importation,and encouragementstoexportation.

The restraints upon importation were of two kinds.
by restramts First,Restraintsupon the importationof such foreigngoods for
upon im-

pnr_tion home consumption as could be produced at home, from whatever
country they were imported.

Secondly, Restraints upon the importation of goods of almost all
kinds from those particular countries with which the balance of trade
was supposed to he disadvantageous.

Those different restraints consisted sometimes in high duties, and

sometimes in absolute prohibitions.
and en ..... Exportation was encouraged sometimes by drawbacks, sometimes by
agcrnentsto bounties, sometimes by advantageous treaties of commerce with foreignexportation,

states, and sometimes by the establishment of colonies in distant
countries.

Drawbacks were given upon two different occasions. When the
home-manufactures were subject to any duty or excise, either the
whole or a part of it was frequently drawn back upon their exporta-
tion ; and when foreign goods liable to a duty were imported in order
to he exported again, either the whole or a part of this duty was some-
times given back upon such exportation.
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Bounties were given for the encouragement either of some beginning
manufactures, or of such sorts of industry of other kinds as were sup-
posed to deserve particular favour.

By advantageous treaties of commerce, particular privileges were
procured in some foreign state for the goods and merchants of the
country, beyond what were granted to those of other countries.

By the establishment of colonies in distant countries, not only
particular privileges, but a monopoly was frequently procured for the
goods and merchants of the country which established them.

The two sorts of restraints upon importation above-mentioned, whichre-
attaintsand

togetherwith thesefour encouragements to exportation,constitute encourage-
mentswill

the six principal means by which the commercial system proposes to be_on.
increase the quantity of gold and silver in any country by turning the sideredinthe next six

balance of trade in its favour. I shall consider each of them in a chapters.

particular chapter, and without taking much further notice of their
supposed tendency to bring money into the country, I shall examine
chiefly what are likely to be the effects of each of them upon the
annual produce of its industry. According as they tend either to
increase or diminish the value of this annual produce, they must
evidently tend either to increase or diminish the real wealth and

revenue of the country.

VOL° L--_7



CHAPTER II

OF RESTRAINTS UPON THE IMPORTATION FROM FOREIGN COUNTRIES OF

SUCH GOODS AS CAN BE PRODUCED AT HOME

Highduties _Y restraining, either by high duties, or by absolute prohibitions,
andprohibi-
tioosgiving the importation of such goods from foreign countries as can beD
a monopoly
toa particu- produced at home, the monopoly of the home market is more or less
larhome secured to the domestic industry employed in producing them. Thusindustry are

verycorn- the prohibition of importing either live cattle 1 or salt provisions frommoo.

foreign countries secures to the graziers of Great Britain the monopoly
of the home market for butcher's meat. The high duties upon the
importation of corn, _ which in times of moderate plenty amount to a
prohibition, give a like advantage to the growers of that commodity.
The prohibition of the importation of foreign woollens is equally fa-
vourable to the woollen manufacturers. 8 The silk manufacture, though
altogether employed upon foreign materials, has lately obtained the
same advantage. 4 The linen manufacture has not yet obtained it,
but is making great strides towards it. 5 Many other sorts of manu-
facturers 6 have, in the same manner, obtained in Great Britain, either

altogether, or very nearly a monopoly against their countrymen. The
variety of goods of which the importation into Great Britain is pro-
hibited, either absolutely, or under certain circumstances, greatly ex-
ceeds what can easily be suspected by those who are not well acquainted
with the laws of the customs. 7

Theyen- That this monopoly of the home-market frequently gives great
courage the

particular encouragement to that particular species of industry which enjoys it,
industry,
butneither and frequently turns towards that employment a greater share of both
increase

_eneralin- the labour and stock of the society than would otherwise have gone
tlustrynor to it, cannot be doubted. But whether it tends either to increase the

1[See above, p. 39_.] _[See below, vol ii., pp. 37, 38.]
s[IZ and I2 Ed. III., c. 3 ; 4 Ed. IV., c. 7.] 4[6 C-co. III., c. _8.]
5[By the additional duues, 7 C-co. III., c. 28.]
6 t
[Misprinted manufactures' in ed. 5.]

7 [This sentence appears first in Additmns and Corrections and ed. 3.]

(418)
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general industry of the society, or to give it the most advantageous giveit thebest direc-

direction, is not, perhaps, altogether so evident.1 tion.
The general industry of the society never can exceed what the Thenumber

of persons
capital of the society can employ. As the number of workmen that employed

cannot ex-
can be kept in employment by any particular person must bear a certain teed a cer

proportion to his capital, so the number of those that can be continually tatnpropor-tionto the

employed by all the members of a great society, must bear a certain capitalofthe society,

proportion to the whole capital of that society, and never can exceed
that proportion. No regulation of commerce can increase the quantity
of industry in any society beyond what its capital can maintain. It
can only divert a part of it into a direction into which it might not
otherwise have gone ; and it is by no means certain that this artificial
direction is likely to be more advantageous to the society than that into
which it would have gone of its own accord.

Every individual is continually exerting himself to find out the most andevery
man's inter-

advantageous employment for whatever capital he can command. It est leads
him to seek

is his own advantage, indeed, and not that of the society, which he thatemploy-
mentof cap-

has in view. But the study of his own advantage naturally, or rather italwhichis
necessarily leads him to prefer that empMyment which is most advan- mostadvan-tageoustO

tageous to the society, thesociety.
First, every individual endeavours to employ his capital as near home (t) He tries

to employ it

as he can, and consequently as much as he can in the support of asnear
home as pos-

domestic industry; provided always that he can thereby obtain the sible

ordinary, or not a great deal less than the ordinary profits of stock.
Thus, upon equal or nearly equal profits, every wholesale merchant

naturally prefers the home-trade to the foreign trade of consumption,
and the foreign trade of consumption to the carrying trade. In the

home-trade his capital is never so long out of his sight as it frequently
is in the foreign trade of consumption. He can know better the
character and situation of the persons whom he trusts, and if he

should happen to be deceived, he knows better the laws of the country
from which he must seek redress. In the carrying trade, the capital
of the merchant is, as it were, divided between two foreign countries,
and no part of it is ever necessarily brought home, or placed under his
own immediate view and command. The capital which an Amsterdam

merchant employs in carrying corn from Konnigsberg to Lisbon, and
fruit and wine from Lisbon to Konnigsberg, must generally be the
one-half of it at Konnigsberg and the other half at Lisbon. No part
of it need ever come to Amsterdam. The natural residence of such

a merchant should either be at Konnigsberg or Lisbon, and it can only

1 [F_.d. x reads ' certain '.]
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be _ome very particular cirenm_tances which can make him prefer the
residence of Amsterdam. The uneasiness, however, which he feels at

being separated so far from his capital, generally determines him to
bring part both of the Konnigsberg goods which he destines for the
market of Lisbon, and of the Lisbon goods which he destines for that
of Konnigsberg, to Amsterdam: and though this necessarily subjects
him to a double charge of loading and unloading, as well as to the
payment of some duties and customs, yet for the sake of having some
part of his capital always under his own view and command, he willingly
submits to this extraordinary charge; and it is in this manner that
every country which has any considerable share of the carrying trade,

becomes always the emporium, or general market, for the goods of all
the different countries whose trade it carries on. The merchant, in

order to save a second loading and unloading, endeavours always to
sell in the home-market as much of the goods of all those different
countries as he can, and thus, so far as he can, to convert his carrying
trade into a foreign trade of consumption. A merchant, in the same

manner, who is engaged in the foreign trade of consumption, when he
collects goods for foreign markets, will always be glad, upon equal or
nearly equal profits, to sell as great a part of them at home as he can.
He saves himself the risk and trouble of exportation, when, so far as
he can, he thus converts his foreign trade of consumption into a home-
trade. Home is in this manner the center, if I may say so, round

which the capitals of the inhabitants of every country are continually
circulating, and towards which they are always tending, though by
particular causes they may sometimes be driven off and repelled from
it towards more distant employments. But a capital employed in the
home-trade, it has already been shown, 1 necessarily puts into motion

a gTcater quantity of domestic industry, and gives revenue and em-
ployment to a greater number of the inhabitants of the country, than
an equal capital employed in the foreign trade of consumption: and
one employed in the foreign trade of consumption has the same
advantage over an equal capital employed in the carrying trade. Upon
equal, or only nearly equal profits, therefore, every individual naturally
inclines to employ his capital in the manner in which it is likely to

afford the greatest support to domestic industry, and to give revenue
and employment to the greatest number of 2poop]e of his own country.

¢_IHeen- Secondly, every individual who employs his capital in the support of
deavours to
producethe domestic industry, necessarily endeavours so to direct that industry,
grcutestpo_ that its produce may be of the greatest possible value.sible value.

1[Above, pp. 348"352.] _[Ed. I reads ' the' here.]
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The produce of industry is what it adds to the subject or materials
upon which it is employed. In proportion as the value of this produce

is great or small, so will likewise be the profits of the employer. But
it is only for the sake of profit that any man employs a capital in the
support of industry ; and he will always, therefore, endeavour to employ
it in the support of that industry of which the produce is likely to be
of the greatest value, or to exchange for the greatest quantity either
of money or of other goods.

But the annual revenue of every society is always precisely equal to
the exchangeable value of the whole annual produce of its industry,
or rather is precisely the same thing with that exchangeable value.
As every individual, therefore, endeavours as much as he can both to

employ his capital in the support of domestic industry, and so to direct
that industry that its produce may be of the greatest value ; every in-
dividual necessarily labours to render the annual revenue of the society
as great as he ca_ He generally, indeed, neither intends to promote the
public interest, nor knows how much he is promoting it. By preferring
the support of domestic to that of foreign industry, he intends only his
own security ; and by directing that industry in such a manner as its
produce may be of the greatest value, he intends only his own gain, and
he is in this, as in many other cases, led by an invisible hand to promote
an end which was no part of his intention. Nor is it always the worse
for the society that it was no part of it. By pursuing his own interest
he frequently promotes that of the society more effectually than when
he really intends to promote it. I have never known much good done
by those who affected to trade for the public good. It is an affectation,
indeed, not very common amol_g merchants, and very few words need
be employed in dissuading them from it.

What is the species of domestic industry which his capital can employ, He can
and of which the produce is likely to be of the greatest value, every judgemuchOfbetterthis
individual, it is evident, can, in his local situation, judge much better thanthestatesman.

than any statesman or lawgiver can do for him. The statesman, who
should attempt to direct private people in what manner they ought to
employ their capitals, would not only load himself with a most unneces-

sary attention, but assume an authority which could safely be trusted,
not only to no single person, but to no council or senate whatever, and
which would no-where be so dangerous as in the hands of a man who

had folly and presumption enough to fancy himself fit to exercise it.
To give the monopoly of the home-market to the produce of domestic Highduties

industry, in any particular art or manufacture, is in some measure to andprohi-bitions
direct private people in what manner they ought to employ their dlrectpeopleto employ
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capitalin capitals, and must, in almost all eases, be either a useless or a hurtful
producing at
homewhat regulation. If the produce of domestic can be brought there as _cheap
they could
buycheaper a8 that offoreignindustry,the regulationisevidentlyuseless.If it

fromabroad cannot,itmust generallybe hurtful. Itisthe maxim ofeveryprudent

masterofa family,nevertoattempttomake athome what itwillcost

him more tomake than tobuy. The taylordoes not attemptto make

hisown shoes,but buys them ofthe shoemaker. The shoemaker does

not attempt to make his own clothes,but employs a taylor.The

farmerattemptsto make neitherthe one nor the other,but employs
those differentartificers.All of them findit for theirinterestto

employ theirwhole industryina way in which they have some advan-

tage overtheirneighbours,and topurchasewith a partofitsproduce,

or what isthe same thing,with the priceof a partof it,whatever

elsethey have occasionfor.

It isas fool- What is prudence in the conduct of every private family, can scarce
ishfora be follyinthatof a greatkingdom. Ifa foreigncountrycan supplynatron as for

an individual USwith a commodity cheaper than we ourselves can make it, bettertO make

whatcanbe buy it of them with some part of the produce of our own industry,
bought

cheaper, employed in a way in which we have some advantage. The general
industry of the country, being always in proportion to the capital
which employs it, will not thereby be diminished, no more than
that of the above-mentioned artificers ; but only leR to find out the

way in which it can be employed with the greatest advantage. It is
certainly not employed to the greatest advantage, when it is thus
directed towards an object which it can buy cheaper than it can
make. The value of its annual produce is certainly more or less
diminished, when it is thus turned away from producing commodities

evidently of more value than the commodity which it is directed to
produce. According to the supposition, that commodity could be
purchased from foreign countries cheaper than it can be made at
home. It could, therefore, have been purchased with a part only
of the commodities, or, what is the same thing, with a part only of
the price of the commodities, which the industry employed by an
equal capital would have produced at home, had it been left to follow
its natural course. The industry of the country, therefore, is thus
turned away from a more, to a less advantageous employment, and the
exchangeable value of its annual produce, instead of being increased,
according to the intention of the lawgiver, must necessarily be dimin-

ished by every such regulation
Sometimes By means of such regulations, indeed, a particular manufacture may
by such
regulations sometimes be acquired sooner than it could have been otherwise, and
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after a certain time may be made at home as cheap or cheaper than s manufac-turemay be

in the foreign eountry. But though the industry of the society may established
earlier than

be thus carriedwith advantage intoa particularchannel sooner than _twould
otherwise

it could have been otherwise, it will by no means follow that the sum have been,

total, either of its industry, or of its revenue, ean ever be augmented butthiswould m_ke

by any such regulation. The industry of the soeiety can augment only capitalaccumulate

in proportion as its capital augments, and its capital can augment only stow_r.
in proportion to what can be gradually saved out of its revenue. But
the immediate effect of every such regulation is to diminish its revenue,
and what diminishes its revenue is certainly not very likely to augment
its capital faster than it would have augmented of its own accord, had both
capital and industry been left to find out their natural employments.

Though for want of such regulations the society should never acquire andthe
country

the proposed manufacture, it would not, upon that account, necessarily mightal-
be the poorer in any one period of its duration. In every period of its waysas richbeifjustit

duration its whole capital and industry might still have been employed, qei_r_erdt_e
though upon different objects, in the manner that was most advan ..... ture. fac-

tageous at the time. In every period its revenue might have been the
greatest which its capital could afford, and both capital and revenue
might have been augmented 1 with the greatest possible rapidity.

The natural advantages which one country has over another in No one pro-
poses that a

producing partieular commodities are sometimes so great, that it is countryshould strive

acknowledged by all the world to be in vain to struggle with them. against
great natu-

By means of glasses, hotbeds, and hotwalls, very good grapes can be ral advan-
raised in Scotland,and very good wine too can be made of them at tstageS'alsobUtab_Jt

about thirtytimesthe expence forwhich atleastequallygood can be striveSU_dto

brought from foreigncountries.Would it be a reasonablelaw to againstsmaller ad-

prohibitthe importationof allforeignwines,merelyto encouragethe vantageswhether

making of claretand burgundy in Scotland? But ifthere would be naturalor

a manifestabsurdityin turningtowardsany employment, thirtytimes acquired.

more of the capitaland industryof the country,than would be neces-

sary to purchase from foreigncountriesan equal quantityof the
commoditieswanted,theremust be an absurdity,though not altogether

so glaring,yet exactlyof the same kind,in turningtowardsany such

employment a thirtieth,oreven a threehundredthpartmore ofeither.

Whether the advantages which one country has over another,be

naturaloracquired,isin thisrespectofno consequence. As long as

the one countryhasthoseadvantages,and the otherwants them,itwill

always be more advantageousfor the latter,rathertobuy of the
former than to make. It isan acquiredadvantageonly,which one

1lEd. x reads ' augmenting,' whichseems morecorrect.]
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artificer has over his neighbour, who exercises another trade; and yet

they both find it more advantageous to buy of one another, than to
make what does not belong to their particular trade.

Merchants Merchants and manufacturers are the people who derive the greatest
andfacturersmanU-getadvantage from this monopoly of the home-market. The prohibition
the most
b,neat from of the importation of foreign cattle, and of salt provisions, together with
highduties the high duties upon foreign corn, which in times of moderate plentyand pro-

hibitions, amount to a prohibition, 1are not near so advantageous to the graziers
and farmers of Great Britain, as other regulations of the same kind are
to its merchants and manufacturers. Manufactures, those of the finer

kind especially, are more easily transported from one country to another
than corn or cattle. It is in the fetching and carrying manufactures,

accordingly, that foreign trade is chiefly employed. In manufactures,
a very small advantage will enable foreigners to undersell our own
workmen, even in the home market. It will require a very great one
to enable them to do so in the rude produce of the soil. If the free
importation of foreign m_mufacturcs were 2 permitted, several of the
home manufactures would probably suffer, and some of them, perhaps,
go to ruin altogether, and a considerable part of the stock and industry
at present employed in them, would be forced to find out some other
employment. But the freest importation of the rude produce of the
soil could have no such effect upon the agriculture of the country.

The freeira- If the importation of foreign cattle, for example, were made ever so
portation of
foreign free, so few could be imported, that the grazing trade of Great Britain
cattlemakenoW°ULdcould be little affected by it. Live cattle are, perhaps, the only corn-
greatdiffer- modity of which the transportation is more expensive by sea than byence to

British land. By land they carry themselves to market. By sea, not onlygraziers.
the cattle, but their food and their water too, must be carried at no

small expence and inconveniency. The short sea between Ireland and
Great Britain, indeed, renders the importation of Irish cattle more easy.
But though the free importation of them, which was lately permitted
only for a limited time, were rendered perpetual, it could have no
considerable effect upon the interest of the graziers of Great Britain.

Those parts of Great Britain which border upon the Irish sea are all
grazing countrie_ Irish cattle could never be imported for their use,
but must be drove through those very extensive countries, at no small
expence and inconveniency, before they could arrive at their proper
market. Fat cattle could not be drove so far. Lean cattle, therefore,

only could be imported, and such importation could interfere, not with

1[Above, p. 4x8,and below, vol. ii., pp. 37,38._
_[Eds. x-3 read ' was' hereand six lineslowerdown.]
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the interest of the feeding or fattening countries, to which, by reducing
the price of lean cattle, it would rather be advantageous, but with that
of the breeding countries only. The small number of Irish cattle im-
ported since their importation was permitted, together with the good
price at which lean cattle still continue to sell, seem to demonstrate
that even the breeding countries of Great Britain are never likely to be
much affected by the free importation of Irish cattle. The common
people of Ireland, indeed, are said to have sometimes opposed with
violence the exportation of their cattle. But if the exporters had
found any great advantage in continuing the trade, they could easily,
when the law was on their side, have conquered this mobbish opposition.

Feeding and fattening countries, besides, must always be highly It might
even bene-

improved, whereas breeding countries are generally uncultivated. The fittheculti-
vatedplains

high price of lean cattle, by augmenting the value of uncultivated land, at theex-penseof the
is like a bounty against improvement. To any country which was rugged

highly improved throughout, it would be more advantageous to import monntain-ous districts.

its lean cattle than to breed them. The province of Holland, accord-
ingly, is said to follow this maxim at present. The mountains of
Scotland, Wales and Northumberland, indeed, are countries not capable

of much improvement, and seem destined by nature to be the breeding
countries of Great Britain. The freest importation of foreign cattle
could have no other effect than to hinder those breeding countries

from taking advantage of the increasing population and improvement
of the rest of the kingdom, from raising their price to an exorbitant
height, and from laying a real tax upon all the more improved and
cultivated parts of the country.

The freest importation of salt provisions, in the same manner, could Thefree
importation

have as little effect upon the interest of the graziers of Great Britain of saltpro-
visions also

as that of live cattle. Salt provisions are not only a very bulky wouldmake
httle differ-

eommodity, but when compared with fresh meat, they are a commodity ence to the

both of worse quality, and as they cost more labour and expence, of graziers.
higher price. They could never, therefore, come into competition with
the fresh meat, thoughthey might with the salt provisions of the
country. Theymlight be used for victualling ships for distant voyages,
and such like uses, but could never make any considerable part of the food
of the people. The small quantity of salt provisions imported from Ire-
land since their importation was rendered free, is an experimental proof
that our graziers have nothing to apprehend from it. It does not appear

that the price of butcher's-meat has ever been sensibly affected by it.
Even the free importation of foreign corn could very little affect the andeventhe

free impor-
interest of the farmers of Great Britain. Corn is a much more bulky tationof
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_ornwould commodity than butcher's-meat.A pound of wheat at a penny isasnot much

a_t the dear asa pound of butcher's-meatat fourpence. The smallquantity

tarmers, of foreign corn imported even in times of the greatest scarcity, may
satisfy our farmers that they can have nothing to fear from the freest
importation. The average quantity imported one year with another,
amounts only, according to the very well informed author of the
tracts upon the corn trade, to twenty-three thousand seven hundred
and twenty-eight quarters of all sorts of grain, and does not exceed
the five hundredth and seventy-one part of the annual consumption-1

But as the bounty upon corn occasions a greater exportation in years
of plenty, so it must of consequence occasion a greater importation in
years of scarcity, than in the actual state of tillage 2 would otherwise

take place. By means of it, the plenty of one year does not compensate
the scarcity of another, and as the average quantity exportec! is
necessarily augmented by it, so must likewise, in the actual state of
tillage, the average quantity imported. If there were 3 no bounty, as
less corn would be exported, so it is probable that, one year with
another, less would be imported than at present. The corn merchants,
the fetchers and carriers of corn between Great Britain and foreign
countries, would have much less employment, and might suffer con-
siderably ; but the country gentlemen and farmers could suffer very
little. It is in the corn merchants accordingly, rather than in the
country gentlemen and farmers, that I have observed the greatest
anxiety for the renewal and continuation of the bounty.

Country Country gentlemen and farmers are, to their great honour, of allgentlemen
andfarmers people,the leastsubjectto the wretched spiritof monopoly. Theare lesssub-

Jectto the undertaker of a great manufactory is sometimes alarmed if another
sptrit of
monopoly work of the same kind is established within twenty miles of him.
thanmer- The Dutch undertaker of the woollen manufacture at Abbeville 4chants and

manufaL- stipulated, that no work of the same kind should be established withinturers.

thirty leagues of that city. Farmers and country gentlemen, on the
contrary, are generally disposed rather to promote than to obstruct the
cultivation and improvement of their neighbours farms and estates.
They have no secrets, such as those of the greater part of manufacturers,
but are generally rather fond of communicating to their neighbours,
and of extending as far as possible any new practice which they have

l[Charles Smith, Three Tracts on the Corn-Trade and Corn-Laws, pp. x44-x45. The
same figure is quoted below, vol. ii., p. 36. ]

SlEd. x does not contain the words ' in the actual state of tillage '.]
3 [Eds. x-3 read ' was '.]
4 [Joseph Van Robais in 1669.--]ohn Smith, Memoirs of t/Vool_ vol. ii., pp. 426, 427, but

neither John Smith nor Charles King, British Merchant, x72I, vol. ii., pp. 93, 94, gives
the particular stipulation mentioned.]
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found to be advantageous. Pius Questus, says old Cato, stabilissimu_'que,
minimeque invidiosua'; minimeque male cogitanles 5"unt, qui in eo studio
occupali suntA Country gentlemen and farmers, dispersed in different
parts of the country, cannot so easily combine as merchants and manu-
facturers, who being collected into towns, and accustomed to that

exclusive corporation spirit which prevails in them, naturally endeavour
to obtain against all their countrymen, the same exclusive privilege
which they generally possess against the inhabitants of their respective
towns. They accordingly seem to have been the original inventors of
those restraints upon the importation of foreign goods, which secure to
them the monopoly of the home-market. It was probably in imitation
of them, and to put themselves upon a level with those who, they
found, were disposed to oppress them, that the country gentlemen and
farmers of Great Britain so far forgot the generosity which is natural
to their station, as to demand the exclusive privilege of supplying their

countrymen with corn and butcher's-meat. They did not perhaps take
time to consider, how much less their interest could be affected by the
freedom of trade, than that of the people whose example they followed.

To prohibit by a perpetual law the importation of foreign corn and Theproa,bition of

cattle, is in reality to enact, that the population and itldustry of the foreigncornand cattle
country shall at no time exceed what the rude produce of its own soil restrainsthe
can maintain, population.

There seem, however, to be two cases in which it will generally be Therearetwo cases
advantageous to lay some burden upon foreign, for the encouragement whichare
of domestic industry, exceptmnal,

The first is, when some particular sort of industry is necessary for I_)whena
particular

the defence of the country. The defence of Great Britain, for example, _ industryisnecessary
depends very much upon the number of its sailors and shipping. The _ for thede-fence of the
act of navigation, 2 therefore, very properly endeavours to give the country,like
sailors and shipping of Great Britain the monopoly of the trade of '_ sh,ppmg.which is pro-

their own country, in some cases, by absolute prohibitions, and in ; perlyen-couraged by
the act of

others by heavy burdens upon the shipping of foreign countries, i navigation.
The following are the principal dispositions of this act. ,

First, all ships, of which the owners, masters, and three-fourths of
the mariners are not British subjects, are prohibited, upon pain of
forfeiting ship and cargo, from trading to the British settlements and
plantations, or from being employed in the coasting trade of Great
Britain. 3

1[Cato, De re rustica, ad init., but ' Questus' should of course be ' quceslus'.]
*[t2 Car. II., e. xS,' An act fol the encouraging and increasing of shipping and

nawgation.' ]
s[§§ x and 6.]
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Secondly, a great variety of the most bulky articles of importation
can be brought into Great Britain only, either in such ships as are

above described, or in ships of the country where those goods are
produced, and of which the owners, masters, and three.fourths of the

mariners, are of that particular country; and when imported even in
ships of this latter kind, they are subject to double Miens duty. If
imported in ships of any other country, the penalty is forfeiture of
ship and goodsJ When this act was made, the Dutch were, what they
still arc, the great carriers of Europe, and by this regulation they were
entirely excluded from being the carriers to Great Britain, or from
importing to us the goods of any other European country.

Thirdly, a great variety of the most bulky articles of importation
are prohibited from being imported, even in British ships, from any

country but that in which they are produced ; under pain of forfeiting
ship and cargo. 2 This regulation too was probably intended against

the Dutch. Holland was then, as now, the great emporium for all
European goods, and by this regulation, British ships were hindered

from loading in Holland the goods of any other European country.
Fourthly, salt fish of all kinds, whale-fins, whale-bone, off, and blubber,

not caught by and cured on board British vessels, when imported into
Great Britain, are subjected to double aliens duty. 3 The Dutch, as they
are still the principal, were then the only fishers in Europe that
attempted to supply foreign nations with fish. By this regulation, a
very heavy burden was laid upon their supplying Great Britain.

a wiseact. When the act of navigation was made, though England and Holland
though dic-
tated byani- were not actually at war, the most violent animosity subsisted between
mosity, the two nations. It had begun during the government of the long

parliament, which first framed this act, 4 and it broke out soon after in
the Dutch wars during that of the Protector and of Charles the Second.
It is not impossible, therefore, that some of the regulations of this
famous act may have proceeded from national animosity. They are
as wise, however, as if they had all been dictated by the most deliber-
ate wisdom. National animosity at that particular time aimed at the
very same object which the most deliberate wisdom would have

1 [§§ 8 and 9. Eds. x and 2 read ' ship and cargo '. The alteration was probably made
in order to avoid wearisome repetition of the same phrase in the three paragraphs.]

2 [§ 4, which, however, applies to all such goods of foreign growth and manufacture as
were forbidden to be imported except in English ships, not only to bulky goods. The
words ' great varmty of the most bulky articles of importation' occur at the beginmng of the
previous paragraph, and are perhaps copied here by mistake.]

4 t_:_65i, by'An act for the increase of shipping and encouragement of the navigation
of this natron,' p. x,44-9 in the collection of Commonwealth Acts.]
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recommended, the diminution of the naval power of Holland, the only
naval power which could endanger the security of England.

The act of navigation is not favourable to foreign commerce, or to andunfa-vourableto
the growth of that opulence which can arise from it. The interest of foreign com-

a nation in its commercial relations to foreign nations is, like that of a merce;
merchant with regard to the different people with whom he deals, to
buy as cheap and to sell as dear as possible. But it will be most likely
to buy cheap, when by the most perfect Freedom of trade it encourages
all nations to bring to it the goods which it has occasion to purchase;
and, for the same reason, it will be most likely to sell dear, when its
markets are thus filled with the greatest number of buyers. The act
of navigation, it is true, lays no burden upon foreign ships that come

to export the produce of British industry. Even the ancient aliens
duty, which used to be paid upon all goods exported as well as im-
ported, has, by several subsequent acts, been taken off from the greater
part of the articles of exportation, t But if foreigners, either by
prohibitions or high duties, are hindered from coming to sell, they
cannot always afford to come to buy ; because coming without a cargo,
they must lose the freight from their own country to Great Britain.
By diminishing the number of sellers, therefore, we necessarily
diminish that of buyers, and are thus likely not only to buy foreign
goods dearer, but to sell our own cheaper, than if there was a more
perfect freedom of trade. As defence, however, is of much more
importance than opulence, the act of navigation is, perhaps, the wisest
of all the commercial regulations of England.

The second case, in which it will generally be advantageous to lay _udt2)whenthere is a

some burden upon foreign for the encouragement of domestic industry, taxonthe
produce of

is, when some tax is imposed at home upon the produce of the latter, thelike
home manu-

In this case, it seems reasonable that an equal tax should be imposed facture.
upon the like produce of the former. This would not give the
monopoly of the home market to domestic industry, nor turn towards a
particular employment a greater share of the stock and labour of the
country, than what would naturally go to it. It would only hinder
any part of what would naturally go to it from being turned away
by the tax, into a less natural direction, and would leave the competi-
tion between foreign and domestic industry, after the tax, as nearly as

possible upon the same footing as before it. In Great Britain, when
any such tax is laid upon the produce of domestic industry, it is usual
at the same time, in order to stop the clamorous complaints of our

I[By 25 Car. II., c. 6, | x, except on coal. The plural ' acts' may refer to renewing
acts. Andexson,Commerce,A.D. I672. ]
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merchants and manufacturers, that they will be undersold at home, to

lay a much heavier duty upon the importation of all foreign goods of
the same kind.

somepeople This second limitation of the freedom of trade according to somesay that this
pri_ple people should, upon some occasions, be extended much farther than to
justifies a
generalim- the precise foreign commodities which could come into competition
position of
dutieson with those which had been taxed at home. When the necessaries of

importsto life have been taxed in any country, it becomes proper, they pretend,counterbal-

ance taxes to tax not only the like necessaries of life imported from otherlevied at

homeon countries, but all sorts of foreign goods which can come into competi-necessaries,

tion with any thing that is the produce of domestic industry. Subsist-
enee, they say, becomes necessarily dearer in consequence of such

taxes ; and the price of labour must always rise with the price of the
labourers subsistence. Every commodity, therefore, which is the
produce of domestic industry, though not immediately taxed itself,
becomes dearer in consequence of such taxes, because the labour which

produces it becomes so. Such taxes, therefore, are really equivalent,
they say, to a tax upon every particular commodity produced at home.
In order to put domestic upon the same footing with foreign industry,
therefore, it becomes necessary, they think, to lay some duty upon
every foreign commodity, equal to this enhancement of the price of
the home commodities with which it can come into competition.

butthereis Whether taxes upon the necessaries of life, such as those in Greata difference,
Britain upon 1 soap, salt, leather, candles, &c. necessarily raise the price
of labour, and consequently that of all other commodities, I shall

consider hereafter? when I come to treat of taxes. Supposing, how-
ever, in the mean time, that they have this effect, and they have it
undoubtedly, this general enhancement of the price of all commodities,
in consequence of that of labour, is a case which differs in the two follow-
ing respects from that of a particular commodity, of which the price
was enhanced by a particular tax immediately imposed upon it.

since(a)the First, it might always be known with great exactness how far theeffect of

taxeson price of such a commodity could be enhanced by such a tax : but hownecessaries
cannotbe far the general enhancement of the price of labour might affect that of
exactly
known, every different commodity about which labour was employed, could

never be known with any tolerable exactness. It would be impossible,
therefore, to proportion with any tolerable exactness the tax upon

every foreign, to this enhancement of the price of every home com-
modity.

l[Ed. z contains the words ' malt, beer' here.]
S[Below, voL ii., pp. 354-359-]
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Secondly, taxes upon the necessaries of life have nearly the same and(b)tax_s
on neces-

effect upon the circumstances of the people as a poor soil and a bad sariesare
like poor

cl imate, Provisions are thereby rendered dearer in the same manner so_[orbad

as if it required extraordinary labour and expence to raise them. As climate:they cannot

in the natural scarcity arising from soil and climate, it would be absurd ju_tlfyanattempt to

to direct the people in what manner they ought to employ their g_vecap,talan unnatural

capitals and industry, so is it 1 likewise in the artificial scarcity arising direction
from such taxes. To be left to accommodate, as well as they could,

their industry to their situation, and to find out those employments in
which, notwithstanding their unfavourable circumstances, they might
have some advantage either in the home or in the foreign market, is
what in both eases would evidently be most for their advantage. To
lay a new tax upon them, because they are already overburdened with
taxes, and because they already pay too dear for the necessaries of life,
to make them likewise pay too dear for the greater part of other

commodities, is certainly a most absurd way of making amends.
Such taxes, when they have grown up to a certain height, are a curse Taxesonneces-

equal to the barrenness of the earth and the inclemency of the heavens ; .... esare

and yet it is in the richest and most industrious countries that they commonestm the rich-

have been most generally imposed. No other countries could support becauseeStcounmeSno
SO great a disorder. As the strongest bodies only can live and enjoy others co,_Idsupport

health, under an unwholesome regimen ; so the nations only, that in them
every sort of industry have the greatest natural and acquired advan-
tages, ean subsist and prosper under such taxes. Holland is the eounL D"
in Europe in which they abound most, and which from peculiar eircum-
stanees continues to prosper, not by means of them, as has been most
absurdly supposed, but in spite of them.

As there are two cases in which it will generally be advantageous to Therearetwoother
lay some burden upon foreign, for the eneourugement of domestic in- possibleex-

dustry ; so there arc two others in which it may sometimes be a matter ceptmns tothe general

of deliberation; in the one, how far it is proper to continue the free principle

importation of certain foreign goods ; and in the other, how far, or in
what manner, it may be proper to restore that free importation after it
has been for some time interrupted.

The case in which it may sometimes be a matter of deliberation how .) Retaha-ttOn

far it is proper to continue the free importation of certain foreign goods,
is, when some foreign nation restrains by high duties or prohibitions the
importation of some of our manufactures into their eountry. Revenge
in this ease naturally dictates retaliation, and that we should impose
the like duties and prohi_bitions upon the importation of some or all

a[EeLxreads ' it is '.]
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of their manufactures into ours. Nations accordingly seldom fail to
retaliate in this manner. The French have been particularly forward

to favour their own manufactures by restraining the importation of such
foreign goods as could come into competition with them. In this con-
sisted a great part of the policy of Mr. Colbert, who, notwithstanding
his great abilities, seems in this case to have been imposed upon by the
sophistry of merchants and manufacturers, who are always demanding
a monopoly against their countrymen. It is at present the opinion
of the most intelligent men in France that his operations of this kind
have not been beneficial to his country. That minister, by the tarif
of 1667, imposed very high duties upon a great number of foreign
manufactures. Upon his refusing to moderate them in favour of the
Dutch, they in 1671 prohibited the importation of the wines, brandies
and manufactures of France. The war of 1672 seems to have been in

part occasioned by this commercial dispute. The peace of Nimeguen
put an end to it in 1678, by moderating some of these duties in favour
of the Dutch, who in consequence took off their prohibition. It was
about the same time that the French and English began mutually to
oppress each other's industry, by the like duties and prohibitions, of
which the French, however, seem to have set the first example. The
spirit of hostility which has subsisted between the two nations ever

since, has hitherto hindered them from being moderated on either
side. In 1697 the English prohibited the importation of bonelace, the
manufacture of Flanders. The government of that country, at that
time under the dominion of Spain, prohibited in return the importation
of F,nglish woollens. In 1700, the prohibition of importing bonelace into
England, was taken off upon condition that the importation of English
woollens into Flanders should be put on the same footing as before. 1

mayb¢good There may be good policy in retaliations of this kind, when there is a
policywhere probability that they will procure the repeal of the high duties or pro-tt i_ likely to

securethe hibitions complained of. The recovery of a great foreign market willabolition of

foreign generally more than compensate the transitory inconveniency of payingrestraints.

dearer during a short time for some sorts of goods. To judge whether
such retaliations are likely to produce such an effect, does not, perhaps,

belong so much to the science of a legislator, whose deliberations
ought to be governed by general principles which are always the same,
as to the skill of that insidious and crafty animal, vulgarly called a
statesman or politician, whose councils are directed by the momentary

lithe importation of bone lace was prohibited by x3 and x4 Car. II., c. x3, and 9, and
io W. IIL, c. 9, was passed to make the prohibition more effectual. By xi and x2 W. IlL,
c. ix, it was provided that the prohibition should cease three months after English wooller_
manufactures were re.admitted to Flauders.]
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fluctuations of affairs. When there is no probability that any such
repeal can be procured, it seems a bad method of compensating the
injury done to certain classes of our people, to do another injury
ourselves, not only to those classes, but to 1almost all the other classes
of them. When our neighbours prohibit some manufacture of ours,
we generally prohibit, not only the same, for that alone would seldom
affect them considerably, but some other manufacture of theirs. This
may no doubt give encouragement to some particular class of workmen
among ourselves, and by excluding some of their rivals, may enable
them to raise their price in the home-market. Those workmen,
however, who suffered by our neighbours prohibition will not be
benefited by ours. On the contrary, they and almost all the other
classes of our citizens will thereby be obliged to pay dearer than before
for certain goods. Every such law, therefore, imposes a real tax upon
the whole country, not in favour of that particular class of workmen who

were injured by our neighbours prohibition, but of some other class.
The case in which it may sometimes be a matter of deliberation, how c2)It maybe

desirable to
far, or in what manner, it is proper to restore the free importation of introduce

freedom of
foreign goods, after it has been for some time interrupted, is, when trade by

slow grada-
particular manufactures, by means of high duties or prohibitions upon tions.
all foreign goods which can come into competition with them, have
been so far extended as to employ a great multitude of hands. Hu-
Inanity may in this case require that the freedom of trade should be
restored only by slow gradations, and with a good deal of reserve and
circumspection. Were those high duties and prohibitions taken away
all at once, cheaper foreign goods of the same kind might be poured
so fast into the home market, as to deprive all at once many thousands Butthe dis-
of OUr people of their ordinary employment and means of subsistence, orderoc-casionedby

its sudden
The disorder which this would occasion might no doubt be very con- introduction
siderable. It would in all probability, however, be much less than is wouldless than is

commonly imagined,forthe two followingreasons: supposedsince

First,all those manufactures,of which any part is commonly In)north,-

exportedtootherEuropean countrieswithouta bounty,could be very factorewhichisnow
exported

littleaffectedby the freestimportationof foreigngoods. Such manu- wouldbe
facturesmust be soldascheap abroadasany otherforeigngoodsofthe a'_ected;

same qualityand kind,and consequentlymust be soldcheaperathome.

They would still,therefore,keep possessionof the home market,and

though a capriciousman of fashionmight sometimes prei_rforeign

wares,merely becausethey were foreign,to cheaperand bettergoods

of _he same kind thatwere made at home, thisfollycould,from the

lied. x reads 'injury ourselves, both to those classes and to ']
VOL. I.--_8
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nature of things, extend to so few, that it could make no sensible
impression upon the general employment of the people. But a great
part of all the different branches of our woollen manufacture, of our
tanned leather, and of our hard-ware, are annually exported to other

European countries without any bounty, and these are the manufactures
which employ the greatest number of hands. The silk, perhaps, is the
manufacture which would suffer the most by this freedom of trade, and

after it the linen, though the latter much less than the former.
(b)the Secondly, though a great number of people should, by thus restoring
_°oPlv_eout the freedom of trade, be thrown all at once out of their ordinary

of oneera- employment and common method of subsistence, it would by no meansployment

wouldeasily follow that they would thereby be deprived either of employment orfind another,

subsistence. By the reduction of the army and navy at the end of the
late war, more than a hundred thousand soldiers and seamen, a number

equal to what is employed in the greatest manufactures, were all at
once thrown out of their ordinary employment ; but, though they no
doubt suffered some inconvenieney, they were not thereby deprived
of all employment and subsistence. The greater part of the seamen,
it is probable, gradually betook themselves to the merchant-service
as they could find occasion, and in the meantime both they and the
soldiers were absorbed in the great mass of the people, and employed
in a great variety of occupations. Not only no great convulsion, but
no sensible disorder arose from so great a change in the situation of
more than a hundred thousand men, all accustomed to the use of arms,
and many of them to rapine and plunder. The number of vagrants

was scarce any-where sensibly increased by it, even the wages of labour
were not reduced by it in any occupation, so far as I have been able to
learn, except in that of seamen in the merchant-service. But if we
compare together the habits of a soldier and of any sort of manufacturer,
we shah find that those of the latter do not tend so much to disqualify

him from being employed in a new trade, as those of the former from
being employed in any. The manufacturer has always been accustomed
to look for his subsistence from his labour only : the soldier to expect
it from his pay. Application and industry have been familiar to the
one; idleness and dissipation to the other. But it is surely much

easier to change the direction of industry from one sort of labour to
another, than to turn idleness and dissipation to any. To the greater
part of manufactures besides, it has already been observed, 1 there are
other collateral manufactures of so similar a nature, that a workman

can easily transfer his industry from one of them to another. The

1 [Above, p. z36.]
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greater part of such workmen too are occasionally emp_0yed in country
labour. The stock which employed them in a particular manufacture

before, will still remain in the country to employ an equal number of
people in some other way. The capital of the country remaining the
same, the demand for labour will likewise be the same, or very nearly
the same, though it may be exerted in different places and for different

occupations. Soldiers and seamen, indeed, when discharged from the
king's service, are at liberty to exercise any trade, within any town or
place of Great Britain or Ireland} Let the same natural liberty of espeei_lyif

the privi-
exercising what species of industry they please, be restored to all his legesof cOr-porations
majesty's subjects, in the same manner as to soldiers and seamen; that andthelaw

of settle-
is, break down the exelusive privileges of corporations, and repeal the meat were

abolished.
statute of apprenticeship, both whieh are real eneroachments upon
natural liberty, and add to these the repeal of the law of settlements,
so that a poor workman, when thrown out of employment either in one
trade or in one place, may seek for it in another trade or in another
plaee, without the fear either of a prosecution or of a removal, and
neither the public nor the individuals will suffer much more from the

occasional disbanding some particular classes of manufacturers, than
from that of soldiers. Our manufacturers have no doubt great merit
with their country, but they cannot have more than those who defend
it with their blood, nor deserve to be treated with more delicacy.

To expect, indeed, that the freedom of trade should ever be entirely Privatein-terests are
restored in Great Britain, is as absurd as to expect that an Oeeana or too strong

to atlow of
Utopia 2 should ever be established in it. Not only the prejudiees of the restora-

tmn of free-
the public, but what is much more uneonquerable, the private interests doraoftrade
of many individuals, irresistibly oppose it. Were the oflleers of the inBrttain.Great
army to oppose with the same zeal and unanimity any reduction in the
number of forces, with whieh master manufacturers set themselves

against every law that is likely to increase the number of their rivals in
the home market; were the former to animate their soldiers, in the
same manner as the latter enflame their workmen, to attack with violence

and outrage the proposers of any such regulation ; to attempt to reduce
the army would be as dangerous as it has now become to attempt to
diminish in any respect the monopoly which our manufacturers have
obtained against us. This monopoly has so much inereased the number

of some particular tribes of them, that, like an overgrown standing
army, they have become formidable to the government, and upon many

1 [x2 Car. II., c. x6 ; I2 Ann.. st. x, § I3 ; 3 Creo. III., c. 8, gave this hberty after par-
ticular wars.]

Z[Ed. x reads ' Utopea '.]
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occasions intimidate the legislature. The member of parliament who
supports every proposal for strengthening this monopoly, is sure to
acquire not only the reputation of understanding trade, but great popu-
larity and influence with an order of men whose numbers and wealth
render them of great importance. If he opposes them, on the contrary,
and still more if he has authority enough to be able to thwart them,
neither the most acknowledged probity, nor the highest rank, nor the

greatest public services, can protect him from the most infamous abuse
and detraction, from personal insults, nor sometimes from real danger,
arising from the insolent outrage of furious and disappointed mono-
polists.

The fact The undertaker of a great manufacture, who, by the home markets
that equit-
able regard beiI_ suddenly laid open to the competition of foreigners, should be
is due to the
manufac- obliged to abandon his trade, would no doubt suffer very considerably.
hastUrerfixedWh°That part of his capital which had usually, been employed in purchasing
capitalin materials and in paying his workmen, might, without much difficulty,his business

is anargu- perhaps, find another employmenL But that part of it which was fixedment against
the estab- in workhouses, and in the instruments of trade, could scarce be dis-
lishment of

posed of without considerable loss. The equitable regard, therefore,new mono-
polies.

to his interestrequiresthat changes of thiskind should never be

introducedsuddenly,but slowly,gradually,and aftera verylong warn-

ing. The le4gislsture,were itpossiblethat itsdeliberationscouldbe

alwaysdirected,not by the clamorousimportunityof partialinterests,

but by an extensiveview of the generalgood,ought upon thisvery

account,perhaps,tobe particularlycarefulneithertoestablishallynew

monopoliesof thiskind,nor toextendfurtherthosewhich arealready

established.Every such regulationintroducessome degree of real
disorderintothe constitutionof the state,which itwill be difficult

afterwardsto curewithoutoccasioninganotherdisorder.

Customs How faritmay be properto impose taxesupon the importationofdutiesim-

posedtot foreign goods, in order, not to prevent their importation, but to raise a
revenue re-
mareto be revenue for government, I shall consider hereafter when I come to
considered
hereafter treat of taxes I Taxes imposed with a view to prevent, or even to

diwinlqh importation, are evidently as destructive of the revenue of the
customs as of the freedom of trade.

1[Below, vol. il., pp. 37S-383.]



CHAPTER III

OF THE EXTRAORDINARY RESTRAINTS UPON THE IMPORTATION OF GOODS

OF ALMOST ALL KINDS, FROM THOSE COUNTRIES WITH WHICH THE
BALANCE IS SUPPOSED TO BE DISADVANTAGEOUS

PART 1

Of the Unreasonableness qf those Restraints et,en upon the Principles of the

Commercial System 1

O lay extraordinary restraints upon the importation of goods of Britishre-

almost all kinds, from those particular countries with which the straintsonimports

balance of trade is supposed to be disadvantageous, is the second expedi- fromFranceare an ex.

ent by which the commercial system proposes to increase the quantity of ample.
gold and silver. Thus in Great Britain, Silesia lawns may be imported
for home consumption, upon paying certain duties. But French cam-

hries and lawns are prohibited to be imported, except into the port of
London, there to be warehoused for exportation. 2 Higher duties are

imposed upon the wines of France than upon those of Portugal, or
indeed of any other country. By what is called the impost 1692, 3 a

duty of five and twenty per cent., of the rate or value, was laid upon
all French goods ; while the goods of other nations were, the greater

part of them, subjected to much lighter duties, seldom exceeding five
per cent. The wine, brandy, salt and vinegar of France were indeed
excepted; these commodities being subjected to other heavy duties,
either by other laws, or by particular clauses of the same law. In 1696,

a second duty of twenty-five per cent., the first not having been thought
a sufficient discouragement, was imposed upon all French goods, except

brandy ; together with a new duty of five and twenty pounds upon the
ton of French wine, and another of fifteen pounds upon the ton of

1 [Ed. t contains no part headings and does not divide the chapter into parts.]
_[x8 Geo. IL, e. 36 ; 7 C,-eo.III., c. 43.] 3[4 W. and M., e. 5, _o.]
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French vinegar. 1 French goods have never been omitted in any of
those general subsidies, or duties of five per cent., which have been
imposed upon all, or the greater part of the goods enumerated in the
book of rates. If we count the one third and two third subsidies as

making a complete subsidy between them, there have been five of
these general subsidies ;2 so that before the commencement of the
present war seventy-five per cent. may be considered as the lowest
duty, to which the greater part of the goods of the growth, produce,
or manufacture of France were liable. But upon the greater part of
goods, those duties are equivalent to a prohibition. The French in
their turn have, I believe, treated our goods and manufactures just

as hardly; though I am not so well acquainted with the particular
hardships which they have imposed upon them. Those mutual re-
straints have put an end to almost all fair commerce between the
two nations, and smugglers are now the principal importers, either
of British goods into France, or of French goods into Great Britain.

The principles which I have been examining in the foregoing chapter
took their origin from private interest and the spirit of monopoly;

Suchre- those which I am going to examine in this, from national prejudice
straintsareunreason,and animosity. 8 They are, accordingly, as might well be expected,
ableon the still more unreasonable. They are so, even upon the principles of theprinciples of

the mercan- commercial system.tile system,

since First, though it were certain that in the ease of a free trade between
(l) if free
trade with France and ]_ngland, for example, the balance would be in favour of
France did
leadto an France, it would by no means follow that such a trade would be
unfavour- disadvantageous to _'.ngland, or that the general balance of its wholeable balance

_th France, trade would thereby be turned more against it. If the wines ofit might yet

notdoso France are better and cheaper than those of Portugal, or its linenswith the

worldin than those of Germany, it would be more advantageous for Great
general,

Britain to purchase both the wine and the foreign linen which it had

occasion for of France, than of Portugal and Germany. Though the
value of the annual importations from France would thereby be greatly
augmented, the value of the whole annual importations would be dimin-

1 [7 and 8 W. III., c. 2o ; but wine and vinegar were excepted from the general increase
of 25 per cent. as well as brandy, upon which the additional duty was _3 o per ton of single
proof and _6o per ton of double proof.']

_[See below, vol. ii., pp. 363, 364.]
[Nearly all the matter from the beginning of the chapter to this point appears first in

Additions and Corrections and ed. 3" Eds. i and 2 contain only the first sentence of the
chapter and then proceed, 'Thus in Great Britain higher duties are laid upon the wimm of
France than upon those of Portugal, German linen may be imported upon paying certain
duties; but French linen is altogether prohibited. The principles which I have been ex-
amining took their origin from private interest and the spirit of monopoly ; those which I
am going to examine from national prejudice and animosity.']
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ished, in proportion as the French goods of the same quality were cheaper
than those of the other two countries. This would be the case, even
upon the supposition that the whole French goods imported were to be
consumed in Great Britain.

But, secondly, a great part of them might be re-exported to other _) a partof
French im-

countries, where, being sold with profit, they might bring back a return portsmight
equal in value, perhaps, to the prime cost of the whole French goods be re,x-ported and

imported. What has frequently been said of the East India trade 1 brin_beckgold and

might possiblybe trueof the French ; that though the greaterpart silver,

ofF_st Indiagoods were bought with gold and silver,the re-exporta-

tionofa partofthem to othercountries,brought back more gold and

silvertothat which carriedon the tradethan the prime costof the

whole amounted to. One of the most importantbranches of the
Dutch trade, at present, consists in the carriage of French goods to

other European countries. Some part 2 even of the French wine drank
in Great Britain is clandestinely imported from Holland and Zealand.

If there was either a free trade between France and England, or if
French goods could be imported upon paying only the same duties as
those of other European nations, to be drawn back upon exportation,
England might have some share of a trade which is found so advan-
tageous to Holland.

Thirdly, and lastly, there is no certain criterion by which we can and13)the
determine on which side what is called the balance between any two cannotb_lance
countries lies, or which of them exports to the greatest value. National be certainlyknown :

prejudice and animosity, prompted always by the private interest of
particular traders, arc the principles which generally direct our judg-
ment upon all questions concerning it. There arc two criterions,
however, which have frequently been appealed to upon such occasions,
the custom-house books and the course of exchange. The custom- custom

housebooks

house books,I think,itisnow generallyacknowledged, are a very areuseless.
uncertaincriterion,on accountof the inaccuracyof the valuationat

which the greaterpart of goods are rated in them. The course of andthecourse of

exchange a is, perhttps, almost equally so. exchangeislittle better.

When the exchange between two places, such as London and Paris,
is at par, it is said to be a sign that the debts due from London to Paris

are compensated by those due from Paris to London. On the contrary,
when a premium is paid at London for a bill upon Paris, it is said to be
a sign that the debts due from London to Paris are not compensated

1See
S[_d.CE Anderson,Commerce,A.D. x6ox,and see above, pp. 398-399.]xreads' a great part'.]
SlEd. x reads 'The courseof exchange,at least as it has hitherto been estimated,is,

perhaps,almostequallyso.']
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by those due from Paris to London, but that a balance in money must
be sent out from the latter place ; for the risk, trouble, and expence of
exporting which, the premium is both demanded and given. But the
ordinary state of debt and credit between those two cities must neces-
sarily bc regulated, it is said, by the ordinary course of their dealings
with one another. When neither of them imports from the other to a

greater amount than it exports to that other, the debts and credits of
each may compensate one another. But when one of them imports
from the other to a greater value than it exports to that other, 1 the
former necessarily becomes indebted to the latter in a greater sum than
the latter becomes indebted to it: the debts and credits of each do

not compensate one another, and money must be sent out from that
place of which the debts over-balance the credits. The ordinary s
course of exchange, therefore, being an indication of the ordinary state
of debt and credit between two places, must likewise be an indication
of the ordinary course of their exports and imports, as these necessarily
regulate that state.

A favourable But though the ordinary course of exchange should be allowed to be
exchange
witha par- a sufficient indication of the ordinary state of debt and credit between
ticular any two places, it would not from thence follow, that the balance ofcountry does

notprovea trade was in favour of that place which had the ordinary state of debttavourable

ba'ancewith and credit in its favour. The ordinary state of debt and credit between
that country.

any two places is not always entirely regulated by the ordinary course
of their dealings with one another ; but is often influenced by that of
the dealings of either with many other places. If it is usual, for ex-
ample, for the merchants of England to pay for the goods which they
buy of Hamburgh, Dantzic, Riga, &c. by bills upon Holland, the ordinary
state of debt and credit between England and Holland will not be
regulated entirely by the ordinary course of the dealings of those two
countries with one another, but will be influenced by that of the deal-
ings of England with those other places. England may be obliged to
send out every year money to Holland, though its annual exports to
that country may exceed very much the annual value of its imports
from thence ; and though what is called the ba]ance of trade may be

very much in favour of England._
Besides,the In the way, besides, in which the par of exchange has hitherto been
ordinary computed, the ordinary course of exchange can afford no sufficient in-computation

of exchange dication that the ordinary state of debt and credit is in favour of thatis often mis-

1 [Here and three lines above eds. I and 2 read ' it' instead of ' that other '.]
S[:Ed. i reads 'common'.]
3 [This paragraph is absent med. I, but the substance of it occurs m a paragraph lower

down, omitted in ed. 2 and later eds. See below, p. 452, note 3"]
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country which seems to have, or which is supposed to have, the ordinary leading.
course of exchange in its favour : or, in other words, the real exchange since
may be, and, in fact, often is so very different from the computed one,
that from the course of the latter, no certain conclusion can, upon many

occasions, be drawn concerning that of the former:
When for a sum of money paid in England, containing, according to

the standard of the F.nglish mint, a certain number of ounces of pure

silver, you receive a hill for a sum of money to be paid in France, con-
taining, according to the standard of the French mint, an equal number
of ounces of pure silver, exchange is said to be at par between England
and France. When you pay more, you are supposed to give a premium,
and exchange is said to be against England, and in favour of France.

When you pay less, you are supposed to get a premium, and exchange
is said to be against France, and in favour of England.

But, first, we cannot always judge of the value of the current money /x_mo,eyisoften below
of different countries by the standard _ of their respective mints. In its normnal
some it is more, in others it is less worn, elipt, and otherwise degenerated _tandard.
from that standard. But the value of the current coin of every country,

compared with that of any other country, is in proportion not to the
quantity of pure silver which it ought to contain, but to that which it
actually does contain. Before the reformation of the silver coin in
king William's time, exchange between England and Holland, com-
puted, in the usual manner, according to the standard of their
respective mints, was five and twenty per cent. against England.
But the value of the current coin of England, as we learn from Mr.
Lowndes, was at that time rather more than five and twenty per cent.
below its standard value. _ The real exchange, therefore, may even at
that time have been in favour of Falgland, notwithstanding the com-

puted exchange was so much against it ; a smaller number of ounces
of pure silver, actually paid in England, may have purchased a bill for

a greater number of ounces of pure silver to be paid in Holland, and
the man who was supposed to give, may in reality have got the

premium. The French coin was, before the late reformation of the
English gold coin, much less worn than the English, and was, perhaps,
two or three per cent. nearer its standard. If the computed exchange
with France, therefore, was not more than two or three per cent.

against England, the real exchange might have been in its favour.

1 [In place of this paragraph ed. I l'e_ds, ' But though this doctrine, of which some part
is, perhaps, not a little doubtful, were supposed ever so certain, the manner m whmh the
par of exchange has hitherto been computed renders uncertain every conclusion that has
ever yet been drawn from it '.]

lEd. x reads ' standards' here and seven lineslower.] 3[See above p. x94. ]
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Since the refor_nation of the gold coin, the exchange has been con-
stantly in favour of England, and against France.

_2)col. Is Secondly, in some countries, the expence of coinage is defrayed bysOmetimes

raisedby the government ; in others, it is defrayed by the private people who
seignorage
abovethe carry their bullion to the mint, and the government even derives some
value of the
bumoncon- revenue from the coinage. In England, it is defrayed by the govern-
tainedin It. merit, and if you carry a pound weight of standard silver to the mint,

you get back sixty-two shillings, containing a pound weight of the
like standard silver. In France, a duty of eight per cent. is deducted

for the coinage, which not only defrays the expence of it, but affords
a small revenue to the government. 1 In England, as the coinage
costs nothing, the current coin can never be much more valuable than

the quantity of bullion which it actually contains. In France, the
workmanship, as you pay for it, adds to the value, in the same manner
as to that of wrought plate. A sum of French money, therefore, con-
raining a certain weight of pure silver, is more valuable than a sum of
English money containing an equal weight of pure silver, and must
require more bullion, or other commodities, to purchase it. Though the
current coin of the two countries, therefore, were equally near the
standards of their respective mints, a sum of English money could not
well purchase a sum of French money, containing an equal number of

ounces of pure silver, nor consequently a bill upon France for such a sum.
If for such a bill no more additional money was paid than what was
sufficient to compensate the extaenee of the French coinage, the real
exchange might be at par between the two countries, their debts and
credits might mutually compensate one another, while the computed
exchange was considerably in favour of France. If less than this was
paid, the real exchange might be in favour of England, while the com-
puted was in favour of France.

and(3)bank Thirdly, and lastly, in some places, as at Amsterdam, Hamburgh, Venice,
money bears
an agm. &c. foreign bills of exchange are paid in what they call bank money ;

while in others, as at London, Lisbon, Antwerp, Leghorn, &c. they are
paid in the common currency of the country. What is called hank
money is always of more value than the same nominal sum of common
currency. A thousand guilders in the bank of Amsterdam, for example,
are of more value than a thousand guilders of Amsterdam currency.
The difference between them is called the agio of the bank, 2 which,
at Amsterdam, is generally about five per cent. Supposing the current

l [This erroneous statement has already been made, vol. i., p. 47 ; see below, vol ii,, p,
53, for details.]

g [Already mentioned above, vol. i., p. 3xI,]
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money of two 1 countries equally near to the standard of their respec-
tive mints, and that the one pays foreign bills in this common currency,
while the other pays them in bank money, it is evident that the com-
puted exchange may be in favour of that which pays in bank money,
though the real exchange should be in favour of that which pays in
current money ; for the same mason that the computed exchange may
be in favour of that which pays in better money, or in money nearer to
its own standard, though the real exchange should be in favour of that
which pays in worse. The computed exchange, before the late re-
formation of the gold coin, was generally against I_ndon with Amster-
dam, Hamburgh, Venice, and, I believe, with all other places which
pay in what is called bank money. It will by no means follow, how-
ever, that the real exchange was against it. Since the reformation of
the gold coin, it has been in favour of London even with those places.
The computed exchange has generally been in favour of London with
Lisbon, Antwerp, Leghorn, and, if you except France, I believe, with
most other parts of Europe that pay in common currency ; and it is not
improbable that the real exchange was so too.

Digression concerning Banks of Deposit, particularly concerning that
oJ Amsterdam _

HE currency of a great state, such as France or England, generally SmaUstatesmust admit
consists almost entirely of its own coin. Should this currency, foreigncoin.which is of

therefore, be at any time worn, elipt, or otherwise degraded below its uncertain
standard value, the state by a reformation of its coin can effectually _alue.
re-establish its currency. But the currency of a small state, such as
Genoa or Hamburgh, can seldom consist altogether in its own coin, but
must be made up, in a great measure, of the coins of all the neighbour-
ing states with which its inhabitants have a continual intercourse.
Such a state, therefore, by reforming its coin, will not always be able
to reform its currency. If foreign bills of exchange are paid in this
currency, the uncertain value of any sum, of what is in its own nature
so uncertain, must render the exchange always very much against such
a state, its currency being, in all foreign states, necessarily valued even
below what it is worth.

In order to remedy the inconvenience to which this disadvantageous Banksarethen estab-
exchange must have subjected their merchants, such small states, when hshedtopay

in standard
they began to attend to the interest of trade, have frequently enacted, moneyre-

1 led. _ and later eds. read erroneously ' of the two '.]
2 [See the preface to the 4th eeL, above.]
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gardlessof that foreign bills of exchange of a certain value should be paid, not in
the condi-

tion ofthe conlnlon currency, but by an order upon, or by a transfer in the books
coin, and
this money of a certain bank, established upon the credit, and under the protection
b_rs an of the state ; this bank being always obliged to pay, in good and trueagio.

money, exactly according to the standard of the state. The banks of
Venice, Genoa, Amsterdam, Hamburgh, and Nuremberg, seem to have
been all originally established with this view, though some of them
may have afterwards been made subservient to other purposes. The
money of such banks being better than the common currency of the
country, necessarily bore an agio, which was greater or smaller, accord-
ing ,as the currency was supposed to be more or less degraded below
the standard of the state. The agio of the bank of Hamburgh, for
example, which is said to be commonly about fourteen per cent. is the

supposed difference between the good standard money of the state, and
the clipt, worn, and diminished currency poured into it from all the
neighbouring states.

Beforet6o9 Before 1609 the great quantity of clipt and worn foreign coin,
the common

curremyof which the extensive trade of Amsterdam brought from all parts of
Amsterdam
was9per Europe, reduced the value of its currency about nine per cent. below
thestandard.Cent"below that of good money fresh from the mint. Such money no sooner

appeared than it was melted down or carried away, as it always is in
such circumstances. The merchants, with plenty of currency, could
not always find a sufficient quantity of good money to pay their bills
of exchange ; and the value of those bills, in spite of several regula-

tions which were made to prevent it, became in a great measure un-
certain.

Thebank In order to remedy these inconveniencies, a bank was established in
was then

estabhshed 1609 under the guarantee of the city. This bank received both
to receive foreign coin, and the light and worn coin of the country at its realand pay coin

at its in- intrinsic value in the good standard money of the country, deductingtrinstc value

m good only so much as was necessary for defraying the expence of coinage,standard

money, and the othernecessaryexpenceofmanagement. For the valuewhich

remained,afterthissmall deductionwas made, itgave a creditinits

books. This creditwas calledbank money, which,as itrepresented

money exactlyaccordingto the standardof the mint,was alwaysof

the same realvalue,and intrinsicallyworth more than currentmoney.
Itwas at the same time enacted,thatall billsdrawn upon or nego-

tiatedat Amsterdam of thevalueofsixhundred guildersand upwards

shouldbe paidinbank money, whichatonce tookaway alluncertainty

in the valueof those bills.Every merchant, in consequenceof this

regulation,was obligedtokeep an accountwith the bank inorderto
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pay his foreign bills of exchange, which necessarily occasioned a
certain demand for bank money.

Bank money, over and above both its intrinsic superiority to currency, Moneym
the bank

and the additional value which this demand necessarily gives it, has wasnotonly
likewise some other advantages. It is secure from fire, robbery, and up tothestandard,

other accidents ; the city of Amsterdam is bound for it • it can be paid butalsosecure and

away by a simple transfer, without the trouble of counting, or the risk easilytrans-ferred,so

of transporting it from one place to another. In consequence of those that it bore
an agio.

different advantages, it seems from the beginning to have borne an
agio, and it is generally believed that all the money originally
deposited in the bank was allowed to remain there, nobody earing to
demand payment of a debt which he could sell for a premium in the
market. By demanding payment of the bank, the owner of a bank
credit would lose this premium. As a shilling fresh from the mint
will buy no more goods in the market than one of our common worn
shillings, so the good and true money which might be brought from
the coffers of the bank into those of a private person, being mixed and
confounded with the common currency of the country, would be of no
more value than that currency, from which it could no longer be readily
distinguished. While it remained in the coffers of the bank, its
superiority was known and ascertained. When it had come into those

of a private person, its superiority could not well be ascertained with-
out more trouble than perhaps the difference was worth. By being
brought from the coffers of the bank, besides, it lost all the other
advantages of bank money ; its security, its easy and safe transferability,

its use in paying foreign bills of exchange. Over and above all this,
it could not be brought from those coffers, as it will appear by and by,
without previously paying for the keeping.

Those deposits of coin, or those deposits which 1 the bank was bound The bank
to restore in coin, constituted the original capital of the bank, or the rece,vesbulhon as

whole value of what was represented by what is called bank money, wellas co,n.giving in

At present they are supposed to constitute but a very small part of it. exchangea credit m

In order to facilitate the trade in bullion, the bank has been for these bankmoney
to 95 per

many years in the practice of giving credit in its books upon deposits of cent of the
value.

gold and silver bullion. This credit is generally about five per cent.
below the mint price of such bullion. The bank grants at the same It also gives

a receipt
time what is called a recipice or receipt, intitling the person who whichen-
makes the deposit, or the bearer, to take out the bullion again at any bearert'tlestheto
time within six months, upon retransferring to the bank a quantity of recoverthebullion on

bank money equal to that for which credit had been given in its books repayingthe

1 [F-,d. z reads ' Those deposits of coin, or which '.]
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sumad- when the deposit was made, and upon paying one-fourth per cent. forvaneed and

payingi per the keeping, if the deposit was in silver ; and one-half per cent. if itcent. lot

silverand½ was in gold; but at the same time declaring, that in default of such
per cent. for
gold. payment, and upon the expiration of this term, the deposit should

belong to the bank at the price at which it had been received, or for

which credit had been given in the transfer hooks. What is thus paid
for the keeping of the deposit may be considered as a sort of ware-
house rent ; and why this warehouse rent should be so much dearer

for gold than for silver, several different reasons have been assigned.
The fineness of gold, it has been said, is more difficult to be ascertained
than that of silver. Frauds are more easily practised, and occasion a

greater loss in the more precious metal. Silver, besides, being the
standard metal, the state, it has been said, wishes to encourage more
the making of deposits of silver than those of goldA

There- Deposits of bullion are most commonly made when the price is
ceipts are
generally somewhat lower than ordinary ; and they are taken out again when itworth some-

thing,and happens to rise. In Holland the market price of bullion is generally
atare therenewedendof above the mint price, for the same reason that it was so in England
eachsix before the late reformation of the gold coin. The difference is said tomonths.

be commonly from about six to sixteen stivers upon the mark, or eight
ounces of silver of eleven parts fine, and one part alloy. The bank
price, or the credit which the bank gives for deposits of such silver
(when made in foreign coin, of which the fineness is well known and

ascertained, such as Mexico dollars), is twenty-two guilders the mark ;
the mint price is about twenty-three guilders, and the market price is
from twenty-three guilders six, to twenty-three guilders sixteen stivers,
or from two to three per cent. above the mint price. 2 The proportions

1 [Eds. I- 3 have the more correct but awkward reading ' than of those of gold '.]
s The following are the prices at which the bank of Amsterdam at present (September

x775) receives bullion and coin of different kinds :

SILVER.

Mexico dollars _ Guilders.

French crowns _ B---22 per mark.English silver coin
Mexico dollars new coin - o1 Io
Ducatoons ..... 3
Rlx dollars ..... 2 8

Bar silver containing _ fine silver 2i per mark, and in this proportion down to ¼ fine, on
which 5 guilders are given.

Free bars, 23 per mark.
GOLD.

Portugal coin }
Guineas B---3io per mark.
Louts d'orsnew

Dittoold .... 3oo
I, New ducats ..... 4 19 8 per ducat.

Bar or ingot gold is received in proportion to its fineness compared with the above foreign
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between the bank price, the mint price, and the market price of gold
bullion, are nearly the same. A person can generally sell his receipt
for the difference between the mint price of bullion and the market
price. A receipt for bullion is almost always worth something, and it
very seldom happens, therefore, that any body suffers his receipt to
expire, or allows his bullion to fall to the bank at the price at which it
had been received, either by not taking it out before the end of the

six months, or by neglecting to pay the one-fourth or one-half per
cent. in order to obtain a new receipt for another six months. This,
however, though it happens seldom, is said to happen sometimes, and
more frequently with regard to gold, than with regard to silver, on

account of the higher warehouse-rent which is paid for the keeping of
the more precious metal.

The person who by making a deposit of bullion obtains both a bank The de-
positorusu-

credit and a reeeipt, pays his bills of exchange as they become due anyparts
wlth his re-

with his bank credit ; and either sells or keeps his receipt according as ceipt.
he judges that the price of bullion is likely to rise or to fall. The
receipt and the bank credit seldom keep long together, and there is no

occasion that they should. The person who has a receipt, and who
wants to take out bullion, finds always plenty of bank credits, or bank
money to buy at the ordinary price; and the person who has bank
money, and wants to take out bullion, finds receipts always in equal
abundance.

The owners of bank credits, and the holders of receipts, constitute Thebank
money and

two different sorts of creditors against the bank. The holder of a thereceipt
together

receipt cannot draw out the bullion for which it is granted, without equalin
value the

re-assigning to the bank a sum of bank money equal to the price at bullionde-
which the bullion had been received. If he has no bank money of his posited.
Own, he must purchase it of those who have it. The owner of bank

money cannot draw out bullion without producing to the bank receipts
for the quantity which he wants. If he has none of his own, he must
buy them of those who have them. The holder of a receipt, when he
purchases bank money, purchases the power of taking out a quantity
of bullion, of which the mint price is five per cent. above the bank
price. The agio of five per cent. therefore, which he commonly pays
for it, is paid, not for an imaginary, but for a real value. The owner of
bank money, when he purchases a receipt, purchases the power of
talcing out a quantity of bullion of which the market price is commonly

gold coin. Upon fine bars the bank gives 340 per mark. In general, however, something
more is given upon coin of a known fineness, than upon gold and silver bars, of which the
fineness cannot be ascertmned but by a process of melting and assaying.
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from two to three per cent. above the mint price. The price which he

pays for it, therefore, is paid likewise for a real value. The price of
the receipt, and the price of the bank money, compound or make up
between them the full value or price of the bullion-

Receiptsfor Upon deposits of the coin current in the country, the bank grants
current coin

are also receipts likewise as well as bank credits; but those receipts are fre-
given.thesearebUt quently of no value, and will bring no price in the market. Upon
oftenof no dueatoons, for example, which in the currency pass for three guildersvalue and

are allowed three stivers each, the bank gives a credit of three guilders only, or
to expire.

five per cent. below their current value. It grants a receipt likewise

intitling the bearer to take out the number of ducatoons deposited at
any time within six months, upon paying one-fourth per cent. for the
keeping. This receipt will frequently bring no price in the market.
Three guilders bank money generally sell in the market for three
guilders three stivers, the full value of the dueatoons, if they were
taken out of the bank ; and before they can be taken out, one-fourth

per cent. must be paid for the keeping, which would be mere loss to
the holder of the receipt. If the agio of the bank, however, should at

any time fall to three per cent. such receipts might bring some price in
the market, and might sell for one and three-fourths per cent. But

the agio of the bank being now generally about five per cent. such
receipts are frequently allowed to expire, or, as they express it, to fall
to the bank. The receipts which are given for deposits of gold ducats

fall to it yet more frequently, because a higher warehouse-rent, or one-
half per cent. must be paid for the keeping of them before they can be
taken out agaim The five per cent. which the bank gains, when de-
posits either of coin or bullion are allowed to fall to it, may be considered
as the warehouse-rent for the perpetual keeping of such deposits.

So there The sum of bank money for which the receipts are expired must be
is a consider-
able sum of very considerable. It must comprehend the whole origiual capital of
bank money
forwhich the bank, which, it is generally supposed, has been allowed to revaa_n
thereceipts there from the time it was first deposited, nobody earing either tohave ex-

pired, but renew his receipt or to take out his deposit, as, for the reasons alreadyit Is not

, l_rgepro- assigned, neither the one nor the other could be done without loss.portmn of

the whole. But whatever may be the amount of this sum, the proportion which it
bears to the whole mass of bank money is supposed to be very small.

The bank of Amsterdam has for these many years past been the great
warehouse of Europe for bullion, for which the receipts are very seldom
allowed to expire, or, as they express it, to fall to the bank. The far
greater part of the bank money, or of the credits upon the books of the
bank, is supposed to have been created, for these many years past, by
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such deposits which the dealers in bullion are continually both making
and withdrawing.

No demand can be made upon the bank but by means of a recipice Thiscannot
he drawn

or receipt. The smaller m___ of bank money, for which the receipts are outof the
expired, is mixed and confounded with the much greater mass for which b_nk.
they are still in force ; so that, though there may be a considerable sum
of bank money, for which there are no receipts, there is no specific sum
or portion of it, which may not at any time be demanded by one. The

bank cannot be debtor to two persons for the same thing ; and the
owner of bank money who has no receipt, cannot demand payment of
the bank. till he buys one. In ordinary and quiet times, he can find no
difficulty in getting one to buy at the market price, which generally
corresponds with the price at which he can sell the coin or bullion it
intitles him to take out of the bank.

It might be otherwise during a public calamity; an invasion, for Sothatif all
the holders

example, such as that of the French in 1672. The owners of bank of bank
money de-

money being then alleager to draw itout of the bank,in order to siredtoex-
have itintheirown keeping,the demand forreceiptsmight raisetheir change_tforcoin and

price to an exorbitant height. The holders of them might form extra- bumonre-ceiptsmight
vagant expectations, and, instead of two or three per eent. demand commandan

exorbitant
half the bank money for which credit had been given upon the price.
deposits that the receipts had respectively been granted for. The
enemy, informed of the constitution of the bank, might even buy them
up, in order to prevent the carrying away of the treasure. In sueh but it issup-

posed in an
emergencies, the bsmk_ it is supposed, would break through its ordinary emergency
rule of making payment only to the holders of receipts. The holders the b_nkwould pay

of receipts, who had no bank money, must have received within two or outmoneyor bullion

three per cent. of the value of the deposit for which their respective without re-
ceipts being

receipts had been granted. The bank, therefore, it is said, would in offered.
this ease make no scruple of paying, either with money or bullion, the
full value of what the owners of bank money who could get no receipts
were credited for in its books; paying at the same time two or three

per cent. to such holders of receipts as had no bank money, that being
the whole value which in this state of things could justly be supposed
due to them.

Even in ordinary and quiet times it is the interest of the holders of Oflateyears
receipts to depress the agio, in order either to buy bank money (and the bankhasalways sold

consequently the bullion, which their receipts would then enable them bankmoneyat 5 percent.

to take out of the bank) so much cheaper, or to sell their receipts to agioandbought at 4
those who have bank money, and who want to take out bullion, so percent.
much dearer; the price of a receipt being generally equal to the

VOL. I.--¢_9
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difference between the market price of banb money, and that of the
coin or bullion for which the receipt had been granted. It is the
interest of the owners of bank money, on the contrary, to raise the agio,
in order either to sell their bank money so much dearer, or to buy a
receipt so much cheaper. To prevent the stock-jobbing tricks which
those opposite interests might sometimes occasion, the bank has of late

years come to the resolution to sell at all times bank money for
currency, at five per cent. agio, and to buy it in again at four per cent.
agio. In consequence of this resolution, the agio can never either rise
above five, or sink below four per cent. and the proportion between the

market price of bank and that of current money, is kept at all times
very near to the proportion between their intrinsic values. Before this
resolution was taken, the market price of bank money used sometimes

to rise so high as nine per cent. agio, and sometimes to sink so low as
par, according as opposite interests happened to influence the market.

It professes The bank of Amsterdam professes to lend out no part of what is
tolend out deposited with it, but, for every guilder for which it gives credit in itsno part of

the deposits, books, to keep in its repositories the value of a guilder either in money
or bullion. That it keeps in its repositories all the money or bullion
for which there are receipts in force, for which it is at all times liable to
be called upon, and which, in reality, is continually going from it and
returning to it again, cannot well be doubted. But whether it doesso
likewise with regard to that part of its capital, for which the receipts
are long ago expired, for which in ordinary and quiet times it cannot
be called upon, and which in reality is very likely to remain with it for
ever, or as long as the States of the United Provinces subsist, may
perhaps appear more uncertain. At Amsterdam, however, no point
of faith is better established than that for every guilder, circulated
as bank money, there is a correspondent guilder in gold or silver

to be found in the treasure of the bank. The city is guarantee
that it should be so. The bank is under the direction of the four

reigning burgomasters, who are changed every year. Each new set of
burgomasters visits the treasure, compares it with the books, receives
it upon oath, and delivers it over, with the same awful solemnity, to

the set which succeeds 1 ; and in that sober and religious country oaths
are not yet disregarded. A rotation of this kind seems alone a sufficient
security against any practices which cannot be avowed. Amidst ,ill
the revolutions which faction has ever occasioned in the government of
Amsterdam, the prevailing party has at no time accused their prede-
cessors of infidelity in the administration of the bank. No accusation

l[Ed. x reads 'it' here.]
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could have affected more deeply the reputation and fortune of the
disgraced party, and if such an accusation could have been supported,
we may be assured that it would have been brought. In 1672, when
the French king was at Utrecht, the bank of Amsterdam paid so
readily as left no doubt of the fidelity with which it had observed
its engagements. Some of the pieces which were then brought
from its repositories appeared to have been scorched with the fire
which happened in the town-house soon after the bank was estab-
lished. 1 Those pieces, therefore, must have lain there from that time.

What may be the amount of the treasure in the bank, is a question Theamount
of treasure

which has long employed the speculations of the curious. Nothing in thebank

but conjecture can be offered concerning it. It is generally reckoned is a subjectof conjec-

that there are about two thousand people who keep accounts with the ture.
bank, and allowing them to have, one with another, the value of fifteen

hundred pounds sterling lying upon their respective accounts (a very
large allowance), the whole quantity of bank money, and consequently
of treasure in the bank, will amount to about three millions sterling,
or, at eleven guilders the pound sterling, thirty-three millions of
guilders; 2 a great sum, and su_cicnt to carry on a very extensive
circulation ; but vastly below the extravagant ideas which some people
have formed of this treasure.

The city of Amsterdam derives a considerable revenue from the Thecity
,' derives a

bank. Besides what may be called the warehouse-rent above men- considerable
revenue

tioned, each person, upon first opening an account with the bank, pays fromthe

a fee of ten guilders ; and for every new account three guilders three variousprc_fits of the

stivers ; for every transfer two stivers ; and if the transfer is for less bank.
than three hundred guilders, six stivcrs, in order to discourage the
multiplicity of small transactions. The person who neglects to balance
his account twice in the year forfeits twenty-five guilders. The person
who orders a transfer for more than is upon his account, is obliged to
pay three per cent. for the sum overdrawn, and his order is set aside
into the bargain. The bank is supposed too to make a considerable
profit by the sale of the foreign coin or bullion which sometimes falls
to it by the expiring of receipts, and which is always kept till it can
be sold with advantage. It makes a profit likewise by selling bank
money at five per cent. agio, and buying it in at four. These different
emoluments amount to a good deal more than what is necessary for

1 [Lectures, pp. i93, x94. The story is doubtless in Voltaire, Si_cle de Louis XlV.,
chap. x., and is quoted thence by Anderson, Commerce, A.D. x672.]

U[N. Magens, Universal Merc/_ant, ed. Horsley, pp. 32, 33, who also protests against
the common exaggeration, gives 3,o0o as a maximum estimate for the number of accounts_
and 6o,ooo,ooo guilders as the utmost amount of the treasure.]
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paying the salaries of ottieem, and defraying the expence of manage-
ment. What is paid for the keeping of bullion upon receipts, is alone
supposed to amount to a neat annual revenue of between one hundred
and fifty thousand and two hundred thousand guilders. Public utility,
however, and not revenue, was the original object of this institution.
Its object was to relieve the merchants from the inconvenience of a
di_advantageons exchange. The revenue which has arisen from it
was unforeseen, and may be considered as accidental. But it is now
time to return from this long digression, into which I have been

insensibly led in endeavouring to explain the reasons why the ex-
ohange between the countries which pay in what is called bank
money, and those which pay in common currency, should generally
appear to be in favour of the former, and against the latter. The
former pay in a species of money of which the intrinsic value is
always the same, and exactly agreeable to the standard of their
respective mints; the latter in a species of money of which the
intrinsic value is continually varying, and is almost always more or
less below that standard. 1

PART II

Of t_ U,_reaconablene_s of tko_e extraordinary Restrai_ upon otiwr
Principles 2

N the foregoing Part of this Chapter I have endeavoured to shew, s
even upon the principles of the commercial system, how unneces-

sary it is to lay extraordinary restraints upon the importation of goods

[Ed. x runson hereas follows, ' But thoughthe computedexchangemustgenerallybe
in favourof the former,the real exchangemay frequentlybe in favourof the latter.']

g[In _ of this partheading(see above,p. 437,note)ed. x reads, in square-bracketed
italics, 'End of the DigressionconcerningBanks of Deposit'.]

S[In place of this first lineed. x reads, 'Though the computedexchangebetweenany
two places were in everyrespect the same withthe real, it would not alwaysfollow that
what is called the balanceof trade was in favour of that place which had the ord_.
courseof exchange in its favour. The ordinarycourseof exchangemight, indeed,in thts
case,be a tolerableindicationof the ordinarystate d debt and credit between them,and
showwhichof the twocountries_ually had occasionto sendout moneyto theother. But
the ordina_ stateof debtand creditbetweenanytwo placesis not alwaysentirelyregulated
bythe o_linary courseof theirdealings withone another,but is influencedbythat d the
de_li_ of bothwithmany other countries. If it was usual,forexample,for the merchants
d England to pay the goods which they buy from Hamburgh, Dantzick, Riga, &c.,by
bills upon Holland.the ordinarystate of debt and credit between England and Holland
would notbe entirelyregulatedbytheordinarycourseof the dealingsof those twoco,retries
with one another, hut would be influencedby that of England with those other places.
England might, in this case, be manuallyobligedto sendout moneyto Holland, thoughits
annualexportsto thatcountryexceededthe annualvalueo_its tmportsfrom it, and though
what is _lb_ the bal_n_ of tradewas verynmehin favourof England.

'Hitherto! havebeenendeavouriagto shew.' See above,p. 440, note 3.]
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from those countries with which the balance of trade is supposed to be
disadvantageous.

Nothing, however, can be more absurd than this whole doctrine of Thewholedoctrine of

the balance of trade, upon which, not only these restraints, but almost _e _n¢¢of trade is
all the other regulations of commerce are founded. When two places ab6urd.
trade with one another, this doctrine supposes that, if the balance be

even, neither of them either loses or gains; but if it leans in any
degree to one side, that one of them loses, and the other gains in
proportion to its declension from the exact equilibrium. Both sup-

positions are false. A trade which is forced by means of bounties and
monopolies, may be, and commonly is disadvantageous to the country
in whose favour it is meant to be established, as I shall endeavour to
shew hereafter. 1 But that trade which, without force or constraint, is

naturally and regularly carried on between any two places, is always
advantageous, though not always equally so, to both.

By advantage or gain, I understand, not the increase of the quantity
of gold and silver, but that of the exchangeable value of the annual
produce of the land and labour of the country, or the increase of the
annual revenue of its inhabitants.

If the balance be even, and if the trade between the two places Wh_e there
COnsist altogether in the exchange of their native commodities, they is an evenbalance and

the ex-
will, upon most occasions, not only both gain, but they will gain changecon-
equally, or very near equally: each will in this case afford a market _tsofnat,vewh°lly
for a part of the surplus produce of the other: each will replace a commodi-tiestwo

capital which had been employed in raising and preparing for the countiestradir.g will

market 2 this part of the surplus produce of the other, and which gainnearlyequally.
had been distributed among, and given revenue and maintenance to
a certain number of its inhabitants. Some part of the inhabitants of
each, therefore, will indirectly derive their revenue and maintenance
from the other. As the commodities exchanged too are supposed to
be of equal value, so the two capitals employed in the trade will, upon
most occasions, be equal, or very nearly equal ; and both being employed
in raising the native commodities of the two countries, the revenue and
maintenance which their distribution will afford to the inhabitants of

each will be equal, or very nearly equal. This revenue and maintenance,
thus mutually afforded, will be greater or smaller in proportion to the
extent of their dealings. If these should annually amount to an hundred
thousand pounds, for example, or to a million on each side, each of them
would afford an annual revenue in the one case of an hundred thousand

pounds, in the other, of a million, to the inhabitants of the other.

x [Below, vol. ii., pp. 7, 8.] 2[Ed. x does not contain ' and preparing for the market '.]
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u oneex- If their trade should be of such a nature that one of them exported
pOrted
nothingbut to the other nothing but native commodities, while the returns of thatnative corn-
modifies, other consisted altogether in foreign goods ; the balance, in this case,
a nd the other
nothingbut would still be supposed even, commodities being paid for with com-
_o_iga.both modities. They would, in this case too, both gain, but they would notwould gain,

but the first gain equally; and the inhabitants of the country which exportedwould gain

most. nothing but native commodities would derive the greatest revenue
from the trade. If England, for example, should import from France
nothing but the native commodities of tlmt country, and, not having
such commodities of its own as were in demand there, should annually

repay them by sending thither a large quantity of foreign goods,
tobacco, we shall suppose, and East India goods ; this trade, though it
would give some revenue to the inhabitants of both countries, would
give more to those of France than to those of England. The whole

French capital annually employed in it would annually be distributed
among the people of France. But that part of the English capital
only which was employed in producing the English commodities with
which those foreign goods were purchased, would be annually dis-
tributed among the people of England. The greater part of it would
replace the capitals which had been employed in Virginia, Indostan,
and China, and which had given revenue and maintenance to the in-
habitants of those distant countries. If the capitals were equal, or

nearly equal, therefore, this employment of the French capital would
augment much more the revenue of the people of France, than that oi
the English capital would the revenue of the people of England.
France would in this case carry on a direct foreign trade of consump-
tion with England ; whereas England would carry on a round-about
trade of the same kind with France. The different effects of a capital

employed in the direct, and of one employed in the round-about
foreign trade of consumption, have already been fully explained. 1

Mixed_se_ There is not, probably, between any two countries, a trade whichconform to
the prin- COnsists altogether in the exchange either of native commodities on
ciple, both sides, or of native commodities on one side and of foreign goods

on the other. Almost all countries exchange with one another partly
native and partly foreign goods. That country, however, in whose

cargoes there is the greatest proportion of native, and the least of
foreign goods, will always be the principal gainer.

It wouldbe If it was not with tobacco and East India goods, but with gold and
no worse for
Englandto silver, that England paid for the commodities annually imported from
payingold France, the balance, in this case, would be supposed uneven, com-

1 [Above, p. 349,]
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modities not being paid for with commodities, but with gold and and_il,6rthan in

silver. The trade, however, would, in this ease, as in the foregoing, tobacco.
give some revenue to the inhabitants of both eountries, but more to
those of France than to those of England. It wonld give some revenue

to those of England. The eapital whieh had been employed in pro-
dueing the English goods that purchased this gold and silver, the
capital which had been distributed among, and given revenue to,
certain inhabitants of England, would thereby be replaced, and
enabled to continue that employment. The whole capital of England
would no more be diminished by this exportation of gold and silver,
than by the exportation of an equal value of any other goods. On the
contrary, it would, in most eases, be augmented. No goods are sent
abroad but those for which the demand is supposed to be greater

abroad than at home, and of which the returns eonseqaeatly, it is
expected, will be of more value at home than the commodities ex-
ported. If the tobacco which, in England, is worth only a hundred
thousand pounds, when sent to Franee will purchase wine which is, in

England, worth a hundred and ten thousand pounds, the exchange
will augment the capital of England by ten thousand pounds. If a
hundred thousand pounds of English gold, in the same manner,
purchase French wine, which, in gngland, is worth a hundred and ten
thousand, this exchange will equally augment the eapital of ]gngland
by ten thousand pounds. As a merchant who has a hundred and
ten thousand pounds worth of wine in his cellar, is a richer man than
he who has only a hundred thousand pounds worth of tobacco in his
warehouse, so is he likewise a richer man than he who has only a

hundred thousand pounds worth of gold in his coffers. He can put
into motion a greater quantity of industry, and give revenue, mainte-

nance, and employment, to a greater number of people than either of
the other two. But the capital of the country is equal to the capitals
of all its different inhabitants, and the quantity of industry which can
be annually maintained in it, is equal to what all those different
capitals can maintain. Both the capital of the country, therefore,
and the quantity of industry which can be annually maintained in it,
must generally be augmented by this exchange. It would, indeed, be
more advantageous for England that it could purchase the wines of
France with its own hard-ware and broad-cloth, than with either the

tobacco of Virginia, or the gold and silver of Brazil and Peru. A
direct foreign trade of consumption is always more advantageous than
a round-about one. But a round-about foreign trade of consumption,
which is carried on with gold and silver, does not seem to be less
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advantageous than any other equally round-about one. Neither k a
country which has no mines, more likely to be exhausted of gold and
silver by this annual exportation of those metals, than one which does
not grow tobacco by the like annual exportation of that plant. As a

country which has where-withal to buy tobacco will never be long in
want of it, so neither will one be long in want of gold and silver whicl_.

has wherewithal to purchase those metals.
Theargu- It is a losing trade, it is said, which a workman carries on with thements
againstthe alehouse ; and the trade which a manufacturing nation would naturally
F'ren _h wine
trade are carry on with a wine country, may be considered as a trade of the
fallacious, same nature. I answer, that the trade with the alehouse is not

necessarily a losing trade. In its own nature it is just as advantageous
as any other, though, perhaps, somewhat more liable to be abused.
The employment of a brewer, and even that of a retailer of fermented

liquors, are as necessary divisions of labour as any other. It will
generally be more advantageous for a workman to buy of the brewer
the quantity he has occasion for, than to brew 1 it himself, and if he is a
poor workman, it will generally be more advantageous for him to buy
it, by little and little, of the retailer, than a large quantity of the
brewer. He may no doubt buy too much of either, as he may of any
other dealers in his neighbourhood, of the butcher, if he is a glutton,
or of the draper, if he affects to be a beau among his companions. It
is advantageous to the great body of workmen, notwithstanding, that
all these trades should be free, though this freedom may be abused in

all of them, and is more likely to be so, perhaps, in some than in
others. Though individuals, besides, may sometimes ruin their fortunes
by an excessive consumption of fermented liquors, there seems to be
no risk that a nation should do so. Though in every country there
are many people who spend upon such liquors more than they can
afford, there are always many more who spend less. It deserves to be
remarked too, that, if we consult experience, the cheapness of wine
seems to be a cause, not of d_mkenness, but of sobriety. The
inhabitants of the wine countries are in general the soberest people in
Europe ; witness the Spaniards, the Italians, and the inhabitants of the
southern provinces of France. People are seldom guilty of excess in
what is their daily fare. Nobody affects the character of liberality and
good fellowship, by being profuse of a liquor which is as cheap as small

beer. On the contrary, in the countries which, either from 2 excessive
heat or cold, produce no grapes, and where wine consequently is dear
and a rarity, drunkenness is a common vice, as among the northern

l [Eds. l:and 2 read ' make ',] 2[Ed. I reads' from either'.]
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natiom, and all those who live between the tropics, the negroes, for
eTample, on the coast of Guinea. When s French regiment comes
from some of the northern provinces of France, where wine is somewhat
dear, to be quartered in the southern, where it is very cheap, the
soldiers, I have frequently heard it observed, are at first debauched by
the cheapness and novelty of good wine; but after a few months
residence, the greater part of them become as sober as the rest of the
inhabitants. Were the duties upon foreign wines, and the excises
upon malt, beer, and ale, to be taken away all at once, it might, in the
same manner, occasion in Great Britain a pretty general and temporary

drunkenness among the middling and inferior ranks of people, which
would probably be soon followed by a permanent and almost universal
sobriety. At present drunkenness is by no means the vice of people
of fashion, or of those who can easily afford the most expensive liquors.
A gentleman drunk with ale, has scarce ever been seen among usJ
The restraints upon the wine trade in Great Britain, besides, do not so

much seem calculated to hinder the people from going, if I may say so,
to the alehouse, as from going where they can buy the best and cheap-
est liquor. They favour the wine trade of Portugal, and discourage

that of France. The Portuguese, it is said, indeed, are better customers
for our rnu_ufactures than the French, and should therefore be en-

couraged in preference to them. As they give us their custom, it is
pretended, we should give them ours. The sneaking arts of underling Thesnesk-

ing arts of
tradesmen are thus erected into political maxims for the conduct of a underling
great empire; for it is the most underling tradesmen only who make tradesmenhave been

it a rule to employ chiefly their own customers. A great trader pur- erectedintopohtical

chases his goods always where they are cheapest and best, without .... msa,dcommerce
regard to any little interest of this kind. hasb_come

a source of
By such maxims as these, however, nations have been taught that discordin-

stead of
their interest consisted in beggaring all their neighbours. E_ch nation unity.
has been made to look with an invidious eye upon the prosperity of
all the nations with which it trades, and to consider their gain as
its own loss. Commerce, which ought naturally to be, among nations,
as among individuals, a bond of union and friendship, has become the
most fertile source of discord and animosity. The capricious ambition
of kings and ministers has not, during the present and the preceding
century, been more fatal to the repose of Europe, than the impertinent
jealousy of merchants and manufseturers. The violence and injustice
of the rulers of mankind is an ancient evil, for which, I am afrai_ the

nature of human affairs can scarce admit of a remedy. But the mean

1 [Lectures, p. x79. ]
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rapacity, the monopolizing spirit of merchants and manufacturers, who
neither are, nor ought to be, the rulers of mankind, though it cannot
perhaps be corrected, may very easily be prevented from disturbing the
tmnquillity of any body but themselves.

The so-

phtstryof That it was the spirit of monopoly which originally beth invented
merchants

inspiredby and propagated this doctrine, cannot be doubted ; and they who first
thespiritof taught it were by no means such fools as they who believed it. Inmonopoly
has con-
foundedthe every country it always is and must be the interest of the great body
common- tof the people to buy whatever they want of those who sell it cheapest.sense of

mankind. The proposition is so very manifest, that it seems ridieulons to take any
pains to prove it ; nor could it ever have been called in question, had

tnot the interested sophistry of merchants and manufacturers confounded
the common sense of mankind. Their interest is, in this respect,
directly opposite to that of the great body of the people. As it is the
interest of the freemen of a corporation to hinder the rest of the

inhabitants from employing any workmen but themselves, so it is the
interest of the merchants and manufacturers of every country to secure

!to themselves the monopoly of the home market. Hence in Great
Britain, and in most other European countries, the extraordinary duties
upon almost all goods imported by alien merchants. Hence the high
duties and prohibitions upon all those foreign manufactures which can
come into competition with our own. Hence too the extraordinary
restraints upon the importation of almost all sorts of goods from those
countries with which the balance of trade is supposed to be disadvan-
tageous ; that is, from those against whom national animosity happens
to he most violently inflamed.

Wealthy ! The wealth of a neighbouring nation, however, though dangerousneighbours

are an ad- { in war and polities, is certainly advantageous in trade. In a state ofvantage to a

natronas hostility it may enable our enemies to maintain fleets and armieswell as an

individual, superior to our own; but in a state of peace and commerce it must
likewise enable them to exchange with us to a greater value, and to
afford a better market, either for the immediate produce of our own
industry, or for whatever is purchased with that produce. As a rich
man is likely to be a better customer to the industrious people in his
neighbourhood, than a poor, so is likewise a rich nation. A rich man,

indeed, who is himself a manufacturer, is a very dangerous neighbour
to all those who deal in the same way. All the rest of the neighbour-
hood, however, by far the greatest number, profit by the good market
which his expence affords them. They even profit by his underselling
the poorer workmen who deal in the same way with him. The
manufacturers of a rich nation, in the same manner, may no doubt be
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very dangerous rivals to those of their neighbours. This very com-
petition, however, is advantageous to the great body of the people,
who profit greatly besides by the good market which the great
expence of such a nation affords them in every other way. Private
people who want to make a fortune, never think of retiring to the
remote and poor provinces of the country, but resort either to the

capital, or to some of the great commercial towns. They know, that,
where little wealth circulates, there is little to be got, but that where
a great deal is in motion, some share of it may fall to them. The
same maxima which would in this manner direct the common sense

of one, or ten, or twenty individuals, should regulate the judgment of
one, or ten, or twenty millions, and should make a whole nation

regard the riches of its neighbours, as a probable cause and occasion
for itself to acquire riches. A nation that would enrich itself by
foreign trade, is certainly most likely to do so when its neighbours are
all rich, industrious, and commercial nations. A great nation sur-
rounded on all sides by wandering savages and poor barbarians might,
no doubt, acquire riches by the cultivation of its own lands, and by its
own interior commerce, hut not by foreign trade. It seems to have
been in this manner that the ancient Egyptians and the modern

Chinese acquired their great wealth. The ancient Egyptians, it is
said, neglected foreign commerce, 1 and the modem Chinese, it is

known, hold it in the utmost contempt, 2 and scarce deign to afford it
the decent protection of the laws. The modem maxims of foreign
commerce, by aiming at the impoverishment of all our neighbours, so
far as they are capable of producing their intended effect, tend to
render that very commerce insignificant and contemptible.

It is in consequence of these maxims that the commerce between TheFrench
trade, if not

France and England has in both countries been subjected to so many restrained,

discouragements and restraints. If those two countries, however, wouldbemuch more

were to consider their real interest, without either mercantile jealousy advanta-geousto

or national animosity, the commerce of France might be more advan- GreatBrit-ain than the

tageous to Great Britain than that of any other country, and for the Ameri_.
same reason that of Great Britain to France. France is the nearest

neighbour to Great Britain. In the trade between the southern coast
of England and the northern and north-western coasts of France, the
returns might be expected, in the same manner as in the inland trade,
four, five, or six times in the year. The capital, therefore, employed
in this trade, could in each of the two countries keep in motion four,
five, or six times the quantity of industry, and afl_ord employment and

l[Above, P. 347.] _[Below,vol. ii,, p. I78.]
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subsistence to four, five, or six times the number of people, which an
equal capital could do in the greater part of the other branches of
foreign trade. Between the parts of France and Great Britain most
remote from one another, the returns might be expected, at least,

once in the year, and even this trade would so far be at least equally
advantageous as the greater part of the other branches of our foreign
European trade. It would be, at least, three times more advantageous,
than the boasted trade with our North American colonies, in which

the returns were seldom made in less than three years, frequently not
in less than four or five years. France, besides, is supposed to contain
twenty-four millions of inhabitantsA Our North American colonies

were never supposed to contain more than three millions :2 And
France is a much richer country than North America; though, on
account of the more unequal distribution of riches, there is much more
poverty and beggary in the one country, than in the other. France
therefore could afford a market at least eight times more extensive,
and, on account of the superior frequency of the returns, four and
twenty times more advantageous, than that which our North American
colonies ever afforded. The trade of Great Britain would be just as

advantageous to France, and, in proportion to the wealth, population
and proximity of the respective countries, would have the same
superiority over that which France carries on with her own colonies.
Such is the very great difference between that trade which the wisdom
of both nations has thought proper to discourage, and that which it
has favoured the most.

Butthe But the very same circumstances which would have rendered an
traders of
Franceand open and free eommeree between the two countries so advantageous
England are
jealousof to both, have occasioned the principal obstructions to that commerce.
e_chother. Being neighbours, they are necessarily enemies, and the wealth and

power of each becomes, upon that account, more formidable to the
other ; and what would increase the advantage of national friendship,
serves only to inflame the violence of national animosity. They are
both rich and industrious nations;and the merchants and manu-

facturers of each, dread the competition of the skill and activity of
those of the other. Mercantile jealousy is excited, and both inflames,
and is itself inflamed, by the violence of national animosity : And the
traders of both countries have announced, with all the passionate con-
fidence of interested falsehood, the certain ruin of each, in consequence
of that unfavourable balance of trade, which, they pretend, would be
the infallible effect of an unrestrained commerce with the other. 3

1 [See below, vol. ii., p. 389.] _[See below, vol. iL, p. 4.aa.]
a [This and the preceding paragraph appear first in Additions and Corrections and etL 3"]
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There is no commercial country in Europe of which the approaching _ocountryhas ever
ruin has not frequently been foretold by the pretended doctors of this beeoim-poverished
system, from an unfavourable balance of trade. After all the anxiety, byanun-favourable
however, which they have excited about this, after all the vain at- bah,ce,and

those which
tempts of almost all trading nations to turn that balanee in their own havethe
favour and against their neighbours, it does not appear that any one freesttradehave been

nation in Europe has been in any respect impoverished by this cause, themosten-riched by
Every town and country, on the contrary, in proportion as they have forelgntrade
opened their ports to all nations, instead of being ruined by this free
trade, as the principles of the commercial system would lead us to
expect, have been enriched by it. Though there are in Europe,
indeed, a few towns which in some respects deserve the name of free
ports, there is no country which does so. Holland, perhaps, ap-
proaches the nearest to this character of any, though still very remote
from it ; and Holland, it is acknowledged, not only derives its whole
wealth, but a great part of its necessary subsistence, from foreign trade.

There is another balance, indeed, which has already been explained) Prosperityand decay
very different from the balance of trade, and which, aeeording as it dependonthe balance
happens to be either favourable or unfavourable, necessarily occasions ofproduce

and con-
the prosperity or decay of every nation. This is the balance of the sumption,

unnnal produce and consumption. If the exchangeable value of the
annual produce, it has already been observed, exceeds that of the annual
consumption, the capital of the society must annually increase in pro-
portion to this exeess. The society in this ease lives within its revenue,
and what is annually saved out of its revenue, is naturally added to its
capital, and employed so as to increase still further the annual produce.
If the exchangeable value of the annual produce, on the contrary,
fall short of the annual consumption, the capital of the society must
annually decay in proportion to this deficiency. The expenee of the
society in this ease exceeds its revenue, and necessarily encroaches
upon its capital. Its capital, therefore, must necessarily decay, and,
together with it, the exchangeable value of the annual produce of its
industry.

This balance of produce and consumption is entirely different from, whichis
qmte differ-

what is called, the balance of trade. It might take place in a nation entfromthe
balance of

which had no foreign trade, but which was entirely separated from all trade.
the world. It may take place in the whole globe of the earth, of
which the wealth, population, and improvement may be either gradu-
ally increasing or gradually decaying.

The balance of produce and consumption may be eonstantly in i

1[Above, vol, i., p. 3ao; Lectures, p. 207. ]
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andmaybe favour of a nation, though what is called the balance of trade beconutantly
infavourof generally against it. A nation may import to a greater value than it
a nation
when the exports for half a century, perhaps, together ; the gold and silver which
balance of
tr_e iB comes into it during all this time may be all immediately sent out of
againstit. it; its circulating coin may gradually decay, different sorts of paper

money being substituted in its place, and even the debts too which it
contracts in the principal nations with whom it deals, may be gradu-

ally increasing ; and yet its real wealth, the exchangeable value of the
annual produce of its lands and labour, may, during the same period,
have been increasing in a much greater proportion. The state of our
North American colonies, and of the trade which they carried on with
Great Britain, before the commencement of the present disturbances, 1

may serve as a proof that this is by no means an impossible supposition.

1 This paragraph was written in the year x775. [But not exactly as it stands, since ed.
x reads ' the late disturbances ' instead of ' the present disturbances'. We can only con-
jecture that Smith thought that the disturbances were past either when he was writing or
when he returned the proof to the printers, or that they would be past by the time his book
was published. The alteration of ' late' to ' present' was made in ed. 8, and the footnote
added in ed. 3. In vol. iL all eds. read ' present disturbances' on pp. 75, 86 and xI5 and
' late disturbances' on p. 79. The two expresstons could scarcely have been used at the
same time, so we must suppose that ' late' was corrected into ' present ' on pp. 75, 86
and xx 5, or that ' present' was corrected into ' late' on p. 79, but we cannot tell for certain
which of the two things happened. ]

END OF THE FIRST VOLUME
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