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Introduction

NATURE OF THE COLLECTION

the papers collected in this volume have a twofold value. They provide important
insights into the evolution of the views of their author on economic and social
problems; and, since they come from one of the world’s outstanding economists and
social philosophers, they still possess great intrinsic interest. John Stuart Mill’s
Principles of Political Economy is one of the great synthetic works of classical
economics; anything which throws light on its propositions and their development is
therefore of considerable historical importance. The views of the author of On Liberty
on any aspect of social and economic policy have still great significance at this stage
of human history.

For good scholarly reasons the papers here reproduced are printed in chronological
order. For purposes of discussion, however, they are better classified according to
subject matter. From this point of view, they may be considered under six main
headings: General Economic Theory (other than money and banking); Money and
Banking; Public Finance; Labour; Property and Its Social Control; and Socialism. It is
under these headings and in this order that they will be discussed in this Introduction.

II.

GENERAL ECONOMIC THEORY

JUVENILIA

the papers relating to non-monetary general economic theory begin with a set of three
which may be regarded as exposition on the part of the youthful John Stuart of an
outlook which he inherited from his father and Ricardo. Their chief value consists in
their revelation of the position from which he set out. The review of McCulloch’s
Discourse on the Rise, Progress, Peculiar Objects and Importance of Political
Economy (reprinted in an Appendix because it was jointly composed with William
Ellis) is pure propaganda for the School; it is fairly clear that the eulogy of McCulloch
would not have been written later on.l The paper on “The Nature, Origin, and
Progress of Rent,” a straightforward exposition of Ricardian theory, was written as an
appendix to McCulloch’s edition of Smith’s Wealth of Nations and well explains the
Ricardian critique of Adam Smith’s views on rent. But the most notable thing about
the reprint is the footnote on page 178 where Professor Robson reproduces a marginal
note from Mill’s copy, now at Somerville College, in which he shows dissatisfaction
with the dogmatic insistence on the doctrine that rent does not enter into cost of
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production, thus foreshadowing possibly the concessions in this respect appearing in
the Principles.%

The article from the Westminster Review, “The Quarterly Review on Political
Economy,” which is the earliest of the three, is also the most extensive. It is an
episode in the war between the two Reviews. The article which it attacks—a review
of McCulloch’s Discourse—was actually written by Malthus. But Mill’s review,
which was obviously written with this knowledge, pretends that the article in the
Quarterly Review was written with a view to making Malthus look ridiculous. As a
piece of debating, it is excellent rough stuff. As usual, outside his writings on
population, Malthus had put his points so poorly that it was not difficult to make
logical mincemeat of them; and this the youthful reviewer does with great relish. The
article contains no indication that he was yet aware of the vulnerable point in crude
assertions of his father’s and Say’s arguments about the impossibility of general gluts.
And to those who have read the thorough trouncing from Torrens, evoked by an
earlier effort to sustain his father’s preposterous view that differences in the period of
investment might all be reduced to labour,f the attempt to minimize the differences
between this view and Ricardo’s must have interest as almost the one instance in the
whole corpus of his writings where Mill was not entirely ingenuous. For any who are
interested in the finer shades of the disputes between Malthus and the Ricardians, this
article is required reading. For the rest, it is chiefly notable as an exceptionally clear
exposition of what the Ricardian theory of value really asserted.

PAPERS ON GENERAL THEORY WRITTEN BEFORE 1848

Next comes a central group of essays and reviews in which Mill is to be seen working
out his own views on general theory in forms later to appear in the Principles. Of
these, the five included in the separate volume entitled Essays on Some Unsettled
Questions of Political Economy are by far the most important. Their actual
publication did not take place until 1844 and seems to have been stimulated by a
desire to set before the world a more systematic and temperate exposition of the rdle
of demand in international trade theory than was being expounded with great debating
brilliance, but considerable over-emphasis, by Torrens in the famous, or notorious,
Budget letters. But they were written in 1829 and 1830 and therefore come first in
chronological order as they do in the order of intellectual importance.

The first of the series is the most famous. The background is fairly well known. The
theory of comparative cost, invented by Torrens and Ricardo and expounded by
Mill’s father, had indicated the nature of the advantages of territorial division of
labour and the limiting cost ratios (in a two-commodity model) between which
exchanges advantageous to both parties could take place. But it did not decide at what
rate these exchanges would actually take place and therefore the way in which the
gains of trade would be divided. Indeed, in the first edition of James Mill’s Elements
the exposition actually involved a double counting of the gain, only corrected in the
third edition after representations by his son and his son’s friend, George Graham. It
was doubtless in the course of attempts to fill this gap that there took place those
conversations which, as Mill relates in his Autobiogmphy,4_1 eventually resulted in the
writing of the essay, “Of the Laws of Interchange Between Nations; and the
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Distribution of the Gains of Commerce among the Countries of the Commercial
World.”

This essay is surely one of the most powerful contributions ever made to the evolution
of economic analysis. The idea of demand as a function of price was not, of course,
entirely new: it is easy to find perceptions of this relationship in earlier literature. But
this was the first case in which it was systematically set forth and made the analytical
basis of important propositions. Moreover, there is involved in this essay the first
systematic presentation of the classical theory of international trade in all its main
implications. Ricardo, with the theory of comparative costs and the theory of the
distribution of the precious metals, had provided two of the most basic ingredients.
But until the demand element was explicitly introduced, the theory was necessarily
incomplete. In this essay Mill not only meets this need, in models involving both
barter and money, but he also provides a systematic working out of the corollaries as
regards tariffs and the terms of trade, the export of machinery, the problem of two
countries competing in a third, and the payment of international tribute. Not all the
solutions are comprehensive. But for the first time the general outline of a
comprehensive analysis is set forth; and, although there was some elaboration in the
Principles, we have the authority of Edgeworth for the view that not all this was an
improvement. >

The second essay, “Of the Influence of Consumption on Production,” is scarcely less
remarkable. Classical teaching on this subject had hitherto been represented by Adam
Smith’s proposition that “What is annually saved is as regularly consumed as what is
annually spent, and nearly in the same time, too,”f or by the even more doctrinaire
Law of Markets, as it was thought to be propounded by J. B. Say and certainly was by
Mill’s father, which flatly asserted the identity of aggregate supply and aggregate
demand and flatly denied the possibility of general over-production—a principle
which, as we shall see later, Mill himself, as a young man, was not unwilling to
adduce in a dispute about war expenditure.z Mill’s essay begins with an assertion of
the broad principle that “What a country wants to make it richer, is never
consumption, but production” (I.263). But in searching for “scattered particles of
important truth” amid “the ruins of exploded error” he is led to reformulations which
in fact amount both to a refutation of Say’s Law as usually applied to a money
economy, and to a view of the operations of the speculative motive which affords
what is in effect a theory of the trade cycle. “In order to render the argument for the
impossibility of an excess of all commodities applicable to the case in which a
circulating medium is employed, money must itself be considered as a commodity. It
must, undoubtedly, be admitted that there cannot be an excess of all other
commodities, and an excess of money at the same time.” He continues: “But those
who have . . . affirmed that there was an excess of all commodities, never pretended
that money was one of these commodities; they held that there was not an excess, but
a deficiency of the circulating medium.” What this amounted to was “that persons in
general, at that particular time, from a general expectation of being called upon to
meet sudden demands, liked better to possess money than any other commodity.
Money, consequently, was in request, and all other commodities were in comparative
disrepute. . . . But the result is, that all commodities fall in price, or become
unsaleable. When this happens to one single commodity, there is said to be a
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superabundance of that commodity; and if that be a proper expression, there would
seem to be in the nature of the case no particular impropriety in saying that there is a
superabundance of all or most commodities, when all or most of them are in this same
predicament.” (1.277.) For some reason or other this remarkable reconstruction of the
classical position has seldom received explicit recognition. It can be detected between
the lines in the treatment of speculation in the Principles, but it is nowhere so overtly
developed; and from that day to this, the neat side-tracking of the crudities of Say’s
Law has passed very little noticed. Yet, as Messrs. Baumol and Becker remark, in
their excellent résumé of the historical treatment of the issues, “In reading it one is led
to wonder why so much of the subsequent literature (this paper included) had to be
written at all.”§

The remaining three essays in this collection are not of the same path-breaking
importance, but they have considerable interest nevertheless. The third essay, “On the
Words Productive and Unproductive,” is devoted to making clear that the use of these
words, in the sense in which they had been employed by the English classical
economists—as distinct from the Physiocrats—was to indicate the difference between
the production of capital in some form or other, and pure services leaving directly or
indirectly no lasting sources of enjoyment behind. Attention to such elucidations
should have saved many purely semantic polemics in the literature of the hundred
years after they appeared.

The fourth essay, “On Profits and Interest,” consists first of a clarification and
amendment of the Ricardian proposition that profits depend upon wages, and then a
discussion of the relation between profits and interest, and the influences on the
determination of the latter independent of the influence of the former. This part is
conspicuous for a very clear exposition of the process of “forced accumulation,” as
Mill calls it, through inflationary movements of cash or credit—an exposition which
is explicitly stated to be no palliation of the iniquity of the process. “Though A might
have spent his property unproductively, B ought not to be permitted to rob him of it
because B will expend it on productive labour.” (1.307.)

The subject matter of the last essay in this series is sufficiently indicated by its title,
“On the Definition of Political Economy; and on the Method of Investigation Proper
to It.” A scrutiny of earlier definitions and successive refinements of tentatives of his
own eventually leads Mill to the conclusion that political economy is best defined as
“The science which traces the laws of such of the phenomena of society as arise from
the combined operations of mankind for the production of wealth in so far as those
phenomena are not modified by the pursuit of any other object” (1.323); and what he
calls the a priori method of reasoning from general assumptions is declared to be the
only legitimate method of reaching general conclusions, although these conclusions
need continually to be tested by reference to specific experience. These conceptions
have sometimes been thought to have been discarded in the writing of the Principles.
But it is doubtful if this is so. The essay makes it abundantly plain that, for purposes
of practical recommendations, the use of the abstract propositions of the science as its
author conceived it needed to be supplemented by other knowledge. In the world of
reality there are many disturbing circumstances which do not fall within the province
of political economy, “and here the mere political economist, he who has studied no
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science but Political Economy, if he attempt to apply his science to practice, will fail”
(I.331). The scope of the Principles was intended to cover not only theory but also
applications, as is evident even in its full title, The Principles of Political Economy
with Some of Their Applications to Social Philosophy, and it is difficult to believe that
Mill would have admitted any incompatibility between this objective and his earlier
discussion of scope and method. This is not the only time in the history of economic
thought that attempts to clarify logical distinctions have been mistaken for
prohibitions of catholicity of interest.

There are two other papers, published before the writing of the Principles, which are
concerned with questions of general theory.

The first is a review of the concluding number of Harriet Martineau’s lllustrations of
Political Economy, that entitled The Moral of Many Fables. Mill did not always speak
kindly of this lady—he once referred to her as “a mere tyro”? —but here, while
making plain its limited pretensions, he treats her little book with a measure of
respect. But he brings against it the reproach which by that time (1834) he had begun
to feel against the political economy he had inherited from his father and his father’s
circle, namely that it took the existing institutional framework as a permanent feature
of the human situation. “Thus, for instance, English political economists presuppose,
in every one of their speculations, that the produce of industry is shared among three
classes, altogether distinct from one another. . . . They revolve in their eternal circle of
landlords, capitalists, and labourers, until they seem to think of the distinction of
society into those three classes, as if it were one of God’s ordinances, not man’s, and
as little under human control as the division of day and night.” (1.225-7.) It is easy to
see in these strictures the beginnings of the distinction that plays such a predominant
role in the Principles between the laws of production which were immutable and the
laws of distribution which were contingent on human institutions.

The second paper is a review of De Quincey’s Logic of Political Economy. This was
written very shortly before the commencement of the Principles and it can well be
believed that, in the writing thereof, some of the stimulus of De Quincey’s lively
exposition was still present in his mind. De Quincey’s politics were antipathetic to
Mill, who candidly avows that he found it difficult “to reconcile this wretched party
invective with the respect we sincerely wish to feel” (1.404). But he takes De
Quincey’s discussions of the theory of value very seriously and reproduces at length
the charming parable of alternative sales of a musical box in London and on a boat on
Lake Superior with which De Quincey attempts to illustrate the respective influence
of difficulty of attainment and usefulness.ﬁ The paper is also noteworthy for a
repudiation of the view, expressed by De Quincey and wrongly attributed by many
(including no less an authority than Schumpeter) to Ricardo, that supply and demand
are irrelevant to the determination of value.

PAPERS ON GENERAL THEORY WRITTEN AFTER 1848

Mill published very little on general economic theory once the Principles had
appeared; his interest thereafter was focused upon more detailed applications. There
are two papers appearing in this period which might legitimately be brought under
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this heading, the review of Newman’s Lectures on Political Economy of 1851 and the
review of Thornton’s On Labour and its Claims of 1869. Each of these, however, has
its centre of gravity in another universe of discourse. The review of Thornton will
accordingly be dealt with below under the heading of Labour, and that of Newman
under Socialism.

II1.

MONEY AND BANKING

mill’s papers relating to money and banking fall into two clearly marked groups.
There is a group dealing with the controversies and events of the twenties and early
thirties—the left-overs, so to speak, of the great bullionist debate; and there is a
group, dealing with banking policy and the conduct of the Bank of England, which is
part of the controversy concerning the expediency and results of the Bank Act of
1844. As we shall see, there is some evidence of continuity of thought between the
two groups. But there is sufficient difference in content to make it useful to deal with
them separately.

PAPERS OF THE TWENTIES AND EARLY THIRTIES

The first paper of the earlier group is a review of the pamphlet, Observations on the
Effects Produced by the Expenditure of Government during the Restriction of Cash
Payments, by William Blake. At the height of the bullion controversy Blake had
published a short treatlse in which the main principles of bullionist orthodoxy were
forcibly expressed " but he had changed his mind, and in the pamphlet under review
had urged that the rise of prices during the war and the subsequent fall were all
attributable to the increase and diminution of government expenditure. This Ii)amphlet
had been the subject of critical comment by Ricardo shortly before his death_~

had been the subject of an exchange of views between the author and McCulloch.! I
was only to be expected that it should be singled out for critical examination in the
Westminster Review, which in this connection, through its association with James Mill
and his circle, stood for the unqualified classical position; and it was in character with
this position that the task should have been assigned to John M111

It is a crude article imbued with the youthful combativeness and occasional arrogance
which we have already noticed in the review of Malthus of about the same period. It
begins with a denial of general distress after the war—“We neither saw nor heard it,
except in the cant of the agriculturists” (I.3)—and relies on Tooke’s attempts_~ 154
exhibit the Blakean thesis as wholly mistaken. “No general reasoning could have
added to the conviction which everyone must feel, who has perused Mr. Tooke’s
detail of facts, that Mr. Blake’s theory is totally erroneous.” (I.21.) The attitude is not
sympathetic to this modern reader. Historical scholarship, at the present day, would
probably hold that Blake had overstated his case. Moreover, at times his arguments
are muddled and do not carry conviction. But to contend that there was nothing in the
view that the great variations in government expenditure played some part in the
inflationary and deflationary movements of prices is implausible to the modern
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outlook; and it must be admitted that there is something slightly repellent about the
confidence with which the youthful reviewer asserts this point of view.

Moreover, Mill’s own view at this stage cannot be regarded as free from error. He
regards it as a fallacy to suppose that “expenditure, as contradistinguished from
saving, can by any possibility constitute an additional source of demand”; and he
similarly denounces the conception that “capital which being borrowed by
government becomes a source of demand in its hands, would not have been equally a
source of demand in the hands of those from whom it is taken” (I.13), neither of
which views can in fact be taken to be inevitably fallacious. We have seen already
that, in the essay “On the Influence of Consumption on Production,” Mill was to
break the impasse created by the proposition that all that is saved is consumed and in
about the same time. It is clear that at the time of this early review he was still in the
bondage of this kind of thinking. As a critique of Blake’s general position his paper is
radically inferior to the section devoted to that subject in Matthias Attwood’s Letter to
Lord Archibald Hamilton.f

The same spirit of somewhat combative dogmatism inspires the paper, written in
1833, entitled “The Currency Juggle.” This is a violent polemic directed chiefly
against the position of Thomas Attwood who, in a recent debate with Cobbett, had
advocated currency depreciation as a means for lightening the burden of debt and
increasing the volume of employment. It is clear from the opening paragraphs of the
paper that the object in writing it was to disassociate the radical movement from this
propaganda, which it was felt was likely to bring the cause of reform into discredit;
and, given the facts that the restoration of a metallic standard had taken place more
than twelve years before and that the country was tired of controversy about the
currency, it is not difficult to understand this motive. It is not difficult, moreover, to
understand the view that Cobbett’s desire for an overt scaling down of debt, although
in Mill’s view a mistaken position, should have been regarded as morally superior to a
proposal to bring about the same thing by measures which were likely to rob all
existing holders of money, whether or not they were creditors, of some of the value of
their holding. What, however, is more difficult to understand is the tone of the
argument and the apparent unwillingness to admit any force or quality in the position
of the writers attacked. After all, from the point of view of modern analysis, during
the period before the restoration of the metallic standard when the economy was being
crippled by deflation, the position of the Attwoods seems considerably more
defensible than that of the contemporary classical orthodoxy; and although by 1833
the economic situation had changed and the balance of argument was then probably
against unorthodox changes, it is difficult to regard all their arguments as being as
contemptible as they are made to appear in Mill’s attack. At first sight there is lacking
the fairness, the willingness to do justice to opposing points of view, characteristic of
Mill in his prime. But in fact, where any question of inconvertible paper was
concerned, this attitude persisted till the end, as is shown not only by obifer dicta in
the Principles, but also by the preservation of this particular effusion in Dissertations
and Discussions. Apparently the traumatic experience of inconvertible paper during
the Restriction period had left such a deep imprint on the members of the classical
school that one and all seem to have been incapable of calm argument rather than of
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denunciation in this connection—which was a pity, for it left a gap in the literature not
well filled even at the present day.

The last paper in this group is the article on “Paper Currency and Commercial
Distress” from the Parliamentary Review for the session of 1826. This paper,
although somewhat prolix and rambling in form, is probably the most significant of
the three, both as regards positive content and as an indication of the lines on which
Mill’s future thought was to evolve.

The positive value of the paper consists in its explanation of the course of a
speculative boom and its eventual collapse. The vivid account of the origin of such
movements in anticipation of shortages of supply, their extension so that the
“speculative purchases produce the very effect, in anticipation of which they were
made” (I.75), the repercussions of this state of affairs on manufacture, the arrival of
increased supplies, and the unloading of swollen stocks—all this is without parallel in
the earlier literature; and it is possible to read into it some anticipation of the essay
“On the Influence of Consumption on Production” with its masterly invocation of
fluctuations in willingness to hold money rather than commodities. Certainly it
contains the germs of much of the content of the chapter (III, xii) on the “Influence of
Credit on Prices” in the Principles.

At the same time, in its criticisms of the government’s decision to prohibit the issue of
pound notes and the arguments by which that decision was supported, there are to be
discovered, at times in a somewhat extreme form, anticipations of Mill’s subsequent
position in the controversy between the so-called Banking and Currency Schools.
Thus, for instance, he maintains that until paper money has entirely displaced metal
there can be no talk of excess. “So long as there remains a sovereign in the country,
there has been no over-issue.” (I.83.) To the suggestion that such displacement takes
time and that, in the interval, the total circulation may legitimately be described as
excessive, he replies by a virtual denial of the existence of any appreciable lags. And
he goes on to argue that if there were no paper circulation capable of depreciation in
speculative periods, the same effect would be produced by the multiplication of other
forms of credit. “It appears, that in periods of speculation, the addition to the
circulating medium and the depreciation of its value, are no greater with a local bank
paper than without it.” (1.96.) Finally he denies that the movement of interest rates
had been in the least influenced by the increased issue of notes.

Certainly the main positions of the Banking School are all here in embryo. But this
brings us to the papers bearing directly on the controversy concerned.

THE CONTROVERSY ABOUT THE PRINCIPLES OF THE
BANK ACT OF 1844 AND ITS OPERATION IN PRACTICE

This controversy related specifically to the principles appropriate to the regulation of
a convertible paper currency. Both the schools of thought involved repudiated any
connection with propaganda for inconvertible paper and insisted on the need for
convertibility. But, given this degree of common ground, they differed root and
branch concerning the need for regulation beyond this requirement. The Currency
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School, led by Overstone, Norman, and Torrens, argued that regulations were
necessary in order that the movements of a mixed circulation might be similar to those
which would take place if the currency were wholly metallic: to this end they
proposed what was embodied in the famous Bank Act of 1844, a separation of the
function of issue from the function of banking in the organisation of the Bank of
England, and a rule which brought it about that, beyond a fixed fiduciary issue of an
amount smaller than the minimum needs of trade, each note outstanding should be
covered by an equivalent gold reserve. The Banking School argued that no such
regulation was necessary and further that the separation of the departments imposed
undesirable limitations on the proper discharge of the functions of the central bank.

Beyond these practical issues there lay deeper divisions of view regarding the
working of the monetary mechanism and the objectives of monetary policy.l_7

Thus the Banking School regarded the size of the note issue as completely passive to
the movement of prices. It did not determine prices; it was determined by them. They
contended that it was impossible for bankers to bring about an increased circulation of
notes: any attempt to do so was believed to be frustrated by the celebrated principle of
reflux. They regarded bank credit as having exactly the same status as convertible
notes, not only in relation to prices and incomes but also as part of the total system of
circulating media. Their remedy for any menace to the convertibility of the note issue
was to increase the central banking reserve. And they argued against the alleged
desirability of a system which brought it about that the active circulation was
influenced, as the plans of the Currency School held that it should be, by the state of
the balance of payments.

Against this, their opponents planted themselves firmly on the norms indicated by the
Ricardian theory of the distribution of the precious metals. They urged that the
movements of a mixed circulation should be similar to those which would take place
were it wholly metallic. They ridiculed the idea that prices were indifferent to the
volume of convertible paper. They maintained that the banks could vary the
circulation of notes by variations in the terms of lending and contended that, unless
the reflux of notes was instantaneous, the fact of a time lag necessarily involved the
possibility of temporarily increased issues. They argued that the possibility of
variations in the note issue, other than those similar to what would take place if the
currency was purely metallic, increased the possibility of adverse variations in bank
credit. And they held that the use of a reserve to insulate the circulation from
fluctuations which otherwise would be caused by variations in the state of the balance
of payments were likely to delay readjustment and increase the danger to
convertibility of a prolonged external drain. They denied the accusation that they
regarded absolute increases in the note circulation as necessarily the initiating cause
of fluctuations in prices and the external balance, contending that the focus of their
precautions was on the prevention of relative over-issue—a state of affairs as likely to
result from changes originating on the side of goods as from those on the side of
money.

As happens so often, the verdict of time on this controversy has not been
unequivocally in favour of one side or the other. It is clear that the Currency School
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erred gravely in regarding control of the note issue as a sufficient control of the
volume of credit: there are indications that Torrens at least was beginning to see this
by the end of his career. f The Banking School had more sense of contemporary
reality in this respect. It is also clear that, having regard to the possibility of sudden
movements on capital account, there was much weight in their plea for a larger
reserve. But on matters of deeper analysis, in my judgment, the balance of merit is
reversed. The Banking School were wrong about the passivity of issue and the
significance of reflux; and they preached a perilous doctrine in urging that the internal
circulation should be insulated from changes in the external position. And although it
is easy to pick holes in the rigid prescriptions of the Currency School, focused on the
current account and relying too heavily on control of the note issue, it is arguable that
their assumption of a connection between the internal and external position, only to be
violated at peril of continuing disequilibrium, is one which still has relevance to the
problems of the present age.

In this dispute, Mill’s general position was that of the Banking School. His
connections with Tooke inclined him to a similar mode of approach; and although, as
can be seen in “The Currency Question,” he was not unaware of the vulnerability of
some of Tooke’s formulations vis-a-vis Torrens’ expert guerilla warfare, he tended to
accept the broad implications of his general position. The chapter in the Principles,
“Of the Regulation of a Convertible Paper Currency” (III, xxiv) makes some
concession to the Currency School in regard to the possibility of increasing note
issues in times of buoyant speculation and therefore, in regard to the effectiveness of
the Act of 1844, in arresting speculative extensions of credit. But in the main it is the
pure milk of the Banking School. Thus, apart from the exception just noted, it
minimizes throughout the importance of the note issue and its relation to the creation
of credit in general. It endorses Fullerton’s conception of the central role of “hoards”
in the settlement of disparities of international indebtedness. And it disputes the
desirability of arrangements which seek to make the general movements of the
circulation vis-a-vis the outside world approximate to what would be the case were it
entirely metallic. It was not by accident that it was singled out for a paragraph by
paragraph critical examination in Torrens’ major polemic._~

The three papers here reprinted afford useful insights into the evolution and
consolidation of this attitude. The first, entitled “The Currency Question,” which
appeared in the Westminster Review when the controversy relating to Peel’s proposals
for the renewal of the Bank Charter was at its height, is in effect a defence of Tooke
against Torrens. The pamphlet, An Enquiry into the Currency Principle, by the
respected author of the History of Prices, which was a frontal attack on the whole
intellectual basis of these proposals, had elicited a reply from Torrens, An Enquiry
into the Practical Working of the Proposed Arrangements for the Renewal of the
Charter of the Bank of England, and Mill’s article was an attempt to defend Tooke’s
position from what was certainly a highly ingenious and resourceful attack. The main
purport of the argument is to demonstrate that “it seems not easy to understand how
an increased creation of the written evidences of credit called bank notes, can, of
itself, create an additional demand or occasion a rise of price. . . . What does the
person do who issues them, but take so much from the third element of purchasing
power, namely credit, and add it to the first element, money in hand—making no
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addition whatever to the total amount?” (I1.354.) It protests that the separation of the
departments will increase rather than diminish the violence of commercial
fluctuations and reaches the conclusion that “the proposed changes in the mode of
regulating the currency will be attended with none of the advantages predicted; that,
so far as intended to guard against the danger of over-issue, they are precautions
against a chimerical evil; that the real evil of commercial vicissitudes, of ‘cycles of
excitement and depression,’ is not touched by them, nor by any regulations which can
be adopted for bank notes or other mere instruments of credit; and that in what Mr.
Tooke justly calls (next to solvency and convertibility) ‘the main difference between
one banking system and another,” namely, ‘the greater or less liability to abrupt
changes in the rate of interest and in the state of commercial credit,” the present
arrangements, under the condition of a larger bank reserve, have a decided advantage
over the new system” (1.361).

The two remaining papers, “The Bank Acts” (evidence before the Select Committee
on the Bank Acts of 1857) and “Currency and Banking” (replies to the questions of
the French Enquéte sur les principes et les faits généraux qui régissent la circulation
monétaire et fiduciere) come from a date when the Peel Act had been some time in
operation; and they exhibit the views and arguments characteristic of the chapter in
the Principles which had remained and continued to remain substantially unaltered.

“The Bank Acts,” which is much the longer and more important of the two, involves
much repetition, as might be expected when the witness was cross-examined in turn
by different members of the committee. But certain positions stand out. Mill is against
the separation of the departments because he thinks it inhibits the flexibility of credit
policy. He admits the usefulness of the Act in imposing a curb on the expansion of
credit at times of speculative excitement. But he urges that in every other respect it is
destabilizing. The right way to safeguard convertibility, he urges, is not the separation
of the departments but, as Tooke had urged, the keeping of a larger reserve. As for the
claim that the movements of a mixed system should conform to the movements which
would take place if the currency were wholly metallic, he repudiates it: “no currency
can be good of which the permanent average value does not conform to the permanent
average value of a metallic currency; but I do not admit the inference that in order to
enable it to do this, its fluctuations in value must conform to the fluctuations in the
value of a metallic currency; because it appears to me, that fluctuations in value are
liable to occur from anything that affects credit; and I think that a metallic currency is
liable to more severe revulsions of credit, than a mixed currency, such as ours was
before the Act of 1844; and therefore, that a paper currency of the permanent value of
a metallic currency, and convertible, but without any other restriction, is liable to less
fluctuation than we now have under the Act of 1844” (I11.544). And, developing this
point, he argues that the advantage of the absence of restriction is that the Bank “will
not be obliged to contract credit in cases in which there had been no previous undue
expansion of it” (I1.544).2°

The replies to the questions of the Enquéte add very little to all this. They are,
however, notable for a particularly forceful statement of the case where, an external
drain having been caused by excessive speculation, the authorities of the central bank
are under an obligation to contract their issues to prevent a cumulative breakdown.
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“L’écoulement ainsi produit n’a pas de limite naturelle, et n’a aucune raison de
s’arréter avant la cessation des causes qui ’ont amené. Il ne cesse et ne peut cesser
que lorsque les hauts prix qui lui ont donné lieu ont pris fin par un mouvement de
baisse, c’est-a-dire lorsque la spéculation a cédé a une réaction. En ce cas,
I’écoulement du numéraire est le remede naturel et indispensable de la maladie, et
parvinton a le retarder, on ne réussirait qu’a prolonger le mal et a aggraver la crise
finale. Si, en ce cas, la Banque s’abstenait d’agir pour défendre son encaisse, si elle
continuait d’escompter aussi largement qu’auparavant, en laissant s’écouler sa réserve
métallique, les spéculateurs, trouvant a emprunter au cours ordinaire, ne seraient pas
réduits a vendre: ils pourraient prolonger pendant quelque temps encore leur lutte
contre les lois naturelles; les prix surhaussés ne baisseraient pas, et partant
I’écoulement suivrait son cours jusqu’a ce que la réserve méme la mieux fournie y et
passé tout entiere. A 1’approche de cette catastrophe, la Banque, pour ne pas faire
faillite, serait dans la nécessité de produire d’un seul coup la réaction qu’elle aurait di
préparer graduellement. Une diminution des escomptes et une élévation du taux de
I’intérét, qui eussent suffi pour arréter la spéculation dans les commencements de la
sortie des métaux précieux, ne suffiraient plus: il faudrait une action non-seulement
plus brusque, mais plus excessive et plus violente. De 1a, écoulement général du
crédit, la panique et la peine, qui est loin de frapper seulement les spéculateurs dont
I’imprudence a amen¢ le mal.” (11.604.)

All of which would have delighted the hearts of Colonel Torrens and the others of his
persuasion. But they would have added that there were other cases when to allow an
external drain to continue without affecting the internal circulation might lead to
equivalent dangers. And if we have regard to the possibility of adverse turns in the
terms of trade and to the Ricardian Theory of the distribution of the precious metals, it
is not at all certain that they would not have been right.

IV.

PUBLIC FINANCE

the papers on public finance in this collection fall into two entirely distinct groups: a
group written in the twenties attacking various aspects of the protective duties of the
day, and a group chiefly consisting of evidence on income and property taxation
tendered to government committees in the years after the publication of the
Principles.

PROTECTIVE DUTIES

The two principal papers in the first group are both concerned with the Corn Laws
and may be regarded as a repository of the classical doctrine on these duties. The first,
taking for granted the interest of the community as a whole in cheap imports, makes
great use of standard Ricardian analysis to isolate the interests of the landlords in this
respect from those of all other classes. It might be thought that protection to
agriculture benefited the farmers. But, in so far as the farmer is a capitalist, in the long
run he suffers with the rest, other than the landlords: a high price of corn means
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higher wages to cover the higher costs of subsistence, and this in turn leads to a lower
rate of profit. Moreover, a lower rate of profit, it is noted, means a lower rate of
accumulation; and “it is on the accumulation of capital that the advancement of the
national wealth is wholly dependant” (1.50; italics added). It is therefore only the
landlords who gain from this kind of protection, and the high rents they receive are
not merely a transfer from other classes. In order that they may receive this kind of
benefit, the community has to suffer the losses due to using resources to produce
high-cost corn rather than importing it from lower-cost areas abroad. It would clearly
be better to impose direct taxes to provide the subsidy to the landlords.

The second paper, written three years later apropos of the New Corn Law with its
sliding scales, continues the attack. The first article had elaborated the proposition that
the existing duties aggravated price fluctuations. This one argues that the sliding
scales which were intended to deal with this evil will not do so, and that “the benefit
intended to be conferred upon our own consumers by the gradually decreasing scale
of duties from 12s. downwards, will be reaped principally, if not wholly, by
foreigners” (1.146). It goes on to develop a frontal attack on the whole position that
there is something especially sacrosanct about agriculture. “Before we offer up our
substance to an allegorical idol, let us hear what title it has to our worship. What is
this ‘agriculture,” of which you speak? When you say that no country was ever
prosperous without agriculture, do you mean, that no country was ever prosperous
without procuring food? If this be all, the truth of the proposition is not very likely to
be disputed. But if you mean that no country was ever prosperous unless it procured
food by digging and ploughing, instead of procuring it by spinning and weaving, your
assertion is altogether destitute of truth: since the Dutch republic, which procured the
greater part of its food without digging or ploughing was one of the most prosperous
communities which the world ever saw.” (1.149-50.)

He then asks: “when you speak of the necessity of protecting agriculture, do you
mean the necessity of protecting the mere turning up of the ground? or the necessity
of protecting the procuring of food for the people? If you mean the first, show us, if
you can, any reason for desiring to procure food by turning up the ground, when we
can procure more with the same quantity of labour in any other way. But if, by
protection to agriculture, you mean protection to procuring food, there is no dispute
about that. We are as desirous as you are, to afford protection to the procuring of
food; provided always, that the procuring of food needs protection. But what is this
contrivance of yours for protecting it? Simply this: to force the people to obtain ten
bushels of corn by turning up the ground, when with the same degree of labour they
might obtain twelve by growing it in their looms and in their cotton mills. If this be
protection (which it is not, but privilege) it is protection only to the owners of the
ground. A prohibition of gas-lights might be called, without any great impropriety,
protection to the oil-companies; but would the oil-companies be permitted to term it
protection for lighting? Yes; if lighting be protected by being rendered more
expensive and more difficult. No, if this be, as it evidently is, the very reverse of
protection. If agriculture means only turning up the ground, it deserves no protection.
Turning up the ground is not a bonum per se. If it means procuring food, it is
protected by excluding cheap corn, precisely in the same manner as the lighting of the
streets of London would be protected by imposing a heavy duty upon gas.” (1.1 50.)&
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The remaining papers in this group, the article on “The Silk Trade” and the “Petition
on Free Trade,” have not the same intellectual interest. The “Petition” exemplifies
Mill’s capacity for lucid and forceful draftsmanship; the disquisition on the silk
duties, his capacity for bringing general principles to bear on the argument of
particular instances. The only addition to the general position developed in the papers
on the Corn Laws is the argument in the paper on the silk trade that “the high rate of
wages occasioned by our corn laws, though highly prejudicial to all classes of
capitalists, by lowering the general rate of profit, is not more prejudicial to those who
are exposed to foreign competition than to those who are not; and that nothing,
therefore, can be more utterly unwarranted than the claim of the silk manufacturers to
peculiar protection on account of it” (I.135).

INCOME AND PROPERTY TAXATION

The bulk of the material in this collection which relates to income and property
taxation is in the form of evidence before the two parliamentary committees of 1852
and 1861—the review of Baer of 1873, although valuable as evidence of Mill’s
continued capacity to consider new ideas, is not of great significance. This material is
intensely interesting as providing a spectacle of Mill under cross-examination by
some of the acutest intellects of the day, from Gladstone downwards. But it is
extremely unsystematic. The questions and answers pass from one aspect of the
subject to another as the interrogation is passed round the members of the committees;
and these in turn choose their own order and focus of attention. To realize the
significance of what is going on it is necessary, with the aid of the relevant chapters of
the Principles, to have a more systematic picture of Mill’s main positions on this
group of subjects.g

There are three outstanding features of Mill’s attitude to the problems of the taxation
of incomes and property. First, he opposed the graduation of taxes on incomes.
Secondly, he favoured the exemption of savings. Thirdly, he favoured stringent
limitations on inheritance and steep graduation of death duties.

Mill’s opposition to the graduation of the income tax was based both on grounds of
equity and incentive. He was in favour of exemption at the lower end of the
scale—which, of course, arithmetically involved a certain degree of graduation since
the lump sum exempted must be a diminishing proportion of the actual income taxed.
But beyond “the amount . . . needful for life, health, and immunity from bodily
pain,”_3 he saw no equitable reason for differentiation. The doctrine that £100 from
£1,000 was a heavier (proportionate) impost than £1,000 from £10,000 seemed to him
“too disputable altogether, and even if true at all, not true to a sufficient extent, to be
made the foundation of any rule of taxation.” But beside that, he argued that to “tax
the larger incomes at a higher percentage than the smaller, is to lay a tax on industry
and economy; to impose a penalty on people for having worked harder and saved
more than their neighbours.”””

This did not mean that he opposed any differentiation of tax rates. As will be seen

from his evidence before the two government committees, he devoted much thought
and energy to the search for a just differentiation between “earned” and “unearned”
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incomes. And this search led him to the conclusion which is the second of the salient
features of his principles of taxation, that a just income tax would exempt all savings.
He argued this on the ground that what distinguishes the recipients of temporary
incomes from those who enjoy incomes in perpetuity is the necessity governing the
planning of the former, of saving to provide for themselves and their families when
their temporary incomes cease. But he also argued it on the general ground which,
despite the opposition of the protagonists of “common sense,” has been argued since
by so many high authorities, from Irving Fisher downwards, that the taxation of
savings in fact hits income twice. That a non-graduated income tax which exempted
savings would be in effect a proportional tax on expenditure did not worry him in the
least, since his conception of justice in the taxation of income was exactly that. 2_5

But while considerations both of equity and incentive led Mill to oppose graduation
where the direct results of work and saving were concerned, they led him in just the
opposite direction when it was a matter of property passing at death. He believed in
freedom of bequest. But he did not believe in freedom of inheritance. He believed
with Bentham that, if anything was to be done to diminish inequality, the moment of
death was the appropriate time. And in this connection he went further than any of his
predecessors, and most of his successors, in this field. He was in favour of setting an
absolute upper limit on the amount which might be received by inheritance or gift.
But failing this, he regarded progressive duties as highly appropriate. “The principle
of graduation (as it is called,) that is, of levying a larger percentage on a larger sum,
though its application to general taxation would be in my opinion objectionable,
seems to me both just and expedient as applied to legacy and inheritance duties.”é

It is the appearance of these principles and their defence under cross-examination
which lend continuing interest and importance to these records of Mill’s evidence.

V.

LABOUR

we now come to papers in which, in contrast to his more technical preoccupations in
the items already discussed, Mill is concerned with economic organization and its
evolution in the light of general social philosophy. The first group of these is
concerned with labour and its future.

Mill’s fundamental attitude on this problem is enshrined in the famous chapter “On
the Probable Futurity of the Labouring Classes” in the Principles (IV, vii). This
chapter, according to his accountz , owed much to the influence of Mrs. Taylor, who
eventually became his wife. But whatever the inspiration it must always be regarded
as one of the most authoritative statements of his general social philosophy and his
hopes and fears for the future. The opening sections, with their fine contrast between
what he calls the theory of dependence and protection and the theory of self-
dependence,§ are indeed among the most outstanding pronouncements on the
fundamental principles of classical liberalism; and the fact that in the present age we
seem to have chosen as a basis of social policy the former principle rather than the
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latter does not render them any less relevant. But the two essays here reprinted and to
be discussed under this heading throw much useful supplementary light on the
thought underlying the chapter.

The germs of such thought are very clearly to be discerned in the article, from the
Edinburgh Review of 1845, on the then-fashionable handbook of benevolent
paternalism, Arthur Helps’ The Claims of Labour. The intentions of this article are
well stated in an extract from a letter from Mill to Macvey Napier which is reprinted
with the editorial note prefatory to the present reproduction. However well
intentioned, the tendency of works such as Helps’ book, Mill argues, is “to rivet
firmly in the minds of the labouring people the persuasion that it is the business of
others to take care of their condition, without any self control on their own part,” and
he goes on to maintain that it is ““very necessary to make a stand against this sort of
spirit while it is at the same time highly necessary . . . to shew sympathy in all that is
good of the new tendencies, & to avoid the hard, abstract mode of treating such
questions which has brought discredit upon political economists & has enabled those
who are in the wrong to claim, & generally to receive, exclusive credit for high &
benevolent feeling” (1.364).

The article certainly fulfils these intentions. After a preliminary survey of the
influences from Malthus to Carlyle and the revelations of the great commissions
which had led to increased interest in the “condition of the people question,” he
plunges into a statement of the paternalist theory which he was proposing to criticize.
“Their theory appears to be, in few words, this—that it is the proper function of the
possessors of wealth, and especially of the employers of labour and the owners of
land, to take care that the labouring people are well off:—that they ought always to
pay good wages;—that they ought to withdraw their custom, their patronage, and any
other desirable thing at their disposal, from all employers who will not do the
like;—that, at these good wages, they ought to give employment to as great a number
of persons as they can afford; and to make them work for no greater number of hours
in the twenty-four, than is compatible with comfort, and with leisure for recreation
and improvement. That if they have land or houses to be let to tenants, they should
require and accept no higher rents than can be paid with comfort; and should be ready
to build, at such rents as can be conveniently paid, warm, airy, healthy and spacious
cottages, for any number of young couples who may ask for them.” He contends that
it “is allowable to take this picture as a true likeness of the ‘new moral world” which
the present philanthropic movement aims at calling into existence” (1.372-3).

Now, if things are to be run this way, he asks, are we prepared to accept the inevitable
accompaniments? The states of society which have assumed such duties on the part of
the wealthy have been states in which the condition of the poor has been one of virtual
unfreedom. Paternal care implies paternal authority. “The higher and middle classes
might and ought to be willing to submit to a very considerable sacrifice of their own
means, for improving the condition of the existing generation of labourers, if by this
they could hope to provide similar advantages for the generation to come. But why
should they be called upon to make these sacrifices, merely that the country may
contain a greater number of people, in as great poverty and as great liability to
destitution as now? If whoever has too little, is to come to them to make it more, there
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is no alternative but restrictions on marriage, combined with such severe penalties on
illegitimate births, as it would hardly be possible to enforce under a social system in
which all grown persons are, nominally at least, their own masters. Without these
provisions, the millennium promised would, in little more than a generation, sink the
people of any country in Europe to one level of poverty. If, then, it is intended that the
law, or the persons of property, should assume a control over the multiplication of the
people, tell us so plainly, and inform us how you propose to do it.” (1.375.)

The fact is, he contends, that until there is proper restraint upon numbers, there can be
no hope of permanent relief of poverty. “And how is this change to be effected, while
we continue inculcating” upon the working classes “that their wages are to be
regulated for them, and that to keep wages high is other people’s business and not
theirs? All classes are ready enough, without prompting, to believe that whatever ails
them is not their fault, but the crime of somebody else; and that they are granting an
indemnity to the crime if they attempt to get rid of the evil by any effort or sacrifice of
their own. The National Assembly of France has been much blamed for talking in a
rhetorical style about the rights of man, and neglecting to say anything about the
duties. The same error is now in the course of being repeated with respect to the rights
of poverty. It would surely be no derogation from any one’s philanthropy to consider,
that it is one thing to tell the rich that they ought to take care of the poor, and another
thing to tell the poor that the rich ought to take care of them; and that it is rather idle
in these days to suppose that a thing will not be overheard by the poor, because it is
not designed for their ears. It is most true that the rich have much to answer for in
their conduct to the poor. But in the matter of their poverty, there is no way in which
the rich could have helped them, but by inducing them to help themselves; and if,
while we stimulate the rich to repair this omission, we do all that depends on us to
inculcate upon the poor that they need not attend to the lesson, we must be little aware
of the sort of feelings and doctrines with which the minds of the poor are already
filled. If we go on in this course, we may succeed in bursting society asunder by a
Socialist revolution; but the poor, and their poverty, we shall leave worse than we
found them.” (1.375-6.)

The remainder of the article is devoted to the author’s own proposals for improvement
of the condition of the people. It expatiates on the need for education, both at school
and beyond, and, with a footnote reference to the experiments of M. Leclaire which
figure so largely in the pivotal chapter in the Principles, it hints at Mill’s own
solution, “raising the labourer from a receiver of hire—a mere bought instrument in
the work of production, having no residuary interest in the work itself—to the position
of being, in some sort, a partner in it” (1.382).

It is arguable that the very uncompromising nature of parts of this article is different
in tone and temper from what it would have been if written after the movement
towards some sort of socialism which took place in Mill’s thinking after the events of
1848. But on the essential core of the argument against paternalism, there is no reason
to believe that Mill’s position altered greatly, and it is a very significant circumstance
that he should have still thought it worthy of preservation and republication when in
1859 he came to collect his papers in Dissertations and Discussions.
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The second paper here reprinted, the article on Mill’s friend Thornton’s book On
Labour, 1s of much greater historical significance, for it contains both the celebrated
retractation regarding the wages fund and Mill’s most mature reflections on the ethics
and economics of collective bargaining and trade unionism.

The retractation of belief in the existence of a determinate wages fund caused some
sensation at the time of its appearance, and indeed it may be held to be one of the
influences bringing about the end of the ascendency of classical theory in Great
Britain. The treatment of wages in the Principles had followed classical tradition in
this respect. In the long run, wages depended on the tendencies of population
increase; in the short run, given the labour force, they depended upon a fund of
determinate size destined for the employment of labour. Now, confronted with
Thornton’s argument that if individual employers’ demand for labour was not thus
inelastic, the aggregate demand could not be inelastic either, Mill abandoned this
position, saying: “The doctrine hitherto taught by all or most economists (including
myself), which denied it to be possible that trade combinations can raise wages, or
which limited their operation in that respect to the somewhat earlier attainment of a
rise which the competition of the market would have produced without them,—this
doctrine is deprived of its scientific foundation, and must be thrown aside.”
Thornton’s critique had destroyed ““a prevailing and somewhat mischievous error. It
has made it necessary for us to contemplate, not as an impossibility but as a
possibility, that employers, by taking advantage of the inability of labourers to hold
out, may keep wages lower than there is any natural necessity for; and é converso,
that if work-people can by combination be enabled to hold out so long as to cause an
inconvenience to the employers greater than that of a rise of wages, a rise may be
obtained which, but for the combination, not only would not have happened so soon,
but possibly might not have happened at all. The power of Trades” Unions may
therefore be so exercised as to obtain for the labouring classes collectively, both a
larger share and a larger positive amount of the produce of labour; increasing,
therefore, one of the two factors on which the remuneration of the individual labourer
depends. The other and still more important factor, the number of sharers, remains
unaffected by any of the considerations now adduced.” (I11.646.)

It is clear that the practical implications of this admission fully justified the sensation
which it caused. Its intellectual status, however, in the history of economic analysis, is
not so impressive. Thornton’s critique had been preceded by a general attack on
current formulations of the laws of supply and demand; and in dealing with this, Mill
had shown masterly insight and analytical ability. But when he comes to the matter of
the wages fund, it is as though the realization that his earlier formulations had been
wrong deprived him of his habitual critical insight and compelled merely a bold
admission of error. As Taussig has well shown, the analysis at this point becomes
faltering and jejune.? Of course, it was right to admit that the money demand for
labour at any moment was much less determinate than the rigid formulations of the
wages fund theory had assumed. But it was not helpful to speak as if all that had been
said of the dependence of real wages on the real accumulations of the past lost all
relevance in the light of Thornton’s strictures; and it is arguable that from the
theoretical, as distinct from the practical point of view, the retractation brought as
much confusion as clarification. It is not without significance that in the seventh
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edition of the Principles, the last to appear in his lifetime, Mill made little alteration
of what he had said before. A sentence on the power of combinations to raise wages,
which earlier had predicted that unemployment would follow any attempt to raise the
rate of wages above that which “distributes the whole circulating capital of the
country among the entire working population,” was rewritten in terms of the narrow
limits “of obtaining . . . an increase . . . at the expense of proﬁts.”@ And in the
Preface there is a reference to recent “instructive discussion” between himself and
Thornton, the results of which, “in the author’s opinion, are not yet ripe for
incorporation in a general treatise on Political Economy.”ﬁ

After the drama of the retractation, the second part of the paper, with its reflections on
the ethics and economics of collective bargaining and trade unionism, comes as
something of an anti-climax. But it is valuable, nevertheless, as affording a more
extended treatment than elsewhere of the difficult questions with which it deals. The
opening sections, with their illuminating contrast between the a priori and the
utilitarian approaches to the problems of productive organization and distributive
justice, are as good as anything Mill ever wrote on this matter. And the statement of
his attitude to the various problems presented by the activities of combinations of
labourers is more thorough and systematic than the treatment of these matters in the
Principles. There are no conspicuous departures from the views expressed in that
treatise, but there is much more elaboration; and the total effect is a complex one. Mill
is desperately anxious to be fair; and because he felt that the unions of that time
performed valuable functions in raising the self-respect of their members and
providing (perhaps) organizations which might eventually transcend the status of
mere sellers of hired labour in the form of self-governing associations of co-operative
producers—*“a transformation” which “would be the true euthanasia of Trades’
Unionism” (I1.666)—he was prepared to find excuses for practices which one would
expect him to condemn. Practices restrictive of output are indeed roundly denounced.
But in contrast, practices which raise wages in some sectors at the expense of the
general body of workers receive a qualified extenuation: “all such limitation inflicts
distinct evil upon those whom it excludes—upon that great mass of labouring
population which is outside the Unions; an evil not trifling, for if the system were
rigorously enforced it would prevent unskilled labourers or their children from ever
rising to the condition of skilled” (I1.662). But it is urged that there are “two
considerations, either of which, in the mind of an upright and public spirited working
man, may fairly legitimate his adhesion to Unionism.” The first is the educational and
evolutionary value of unionism; the second, “a less elevated, but not fallacious point
of view,” namely the Malthusian, is that the unions at least preserve something which
would otherwise be swallowed up by the indiscriminate increase of the unreflecting:
“As long as their minds remain in their present state, our preventing them from
competing with us for employment does them no real injury; it only saves ourselves
from being brought down to their level” (I11.664).

Similarly, while violence, defamation of character, injury to property, or threats of
any of these evils in the course of trade disputes is condemned, there is a defence of
the social compulsions exercised to induce workers to form a union or take part in a
strike. “As soon as it is acknowledged that there are lawful, and even useful, purposes
to be fulfilled by Trades’” Unions, it must be admitted that the members of Unions
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may reasonably feel a genuine moral disapprobation of those who profit by the higher
wages or other advantages that the Unions procure for non-Unionists as well as for
their own members, but refuse to take their share of the payments, and submit to the
restrictions, by which those advantages are obtained. It is vain to say that if a strike is
really for the good of the workmen, the whole body will join in it from a mere sense
of the common interest. There is always a considerable number who will hope to
share the benefit without submitting to the sacrifices; and to say that these are not to
have brought before them, in an impressive manner, what their fellow-workmen think
of their conduct, is equivalent to saying that social pressure ought not to be put upon
any one to consider the interests of others as well as his own. All that legislation is
concerned with is, that the pressure shall stop at the expression of feeling, and the
withholding of such good offices as may properly depend upon feeling, and shall not
extend to an infringement, or a threat of infringement, of any of the rights which the
law guarantees to all—security of person and property against violation, and of
reputation against calumny.” (I1.659-60.) All of which, in the twentieth century,
sounds rather naive from the author of On Liberty who foresaw so many inimical
trends. But it is a revealing picture of the frame of mind of men of goodwill in the
sixties and seventies, when defence of combinations of workers seemed to be defence
of one of the better hopes of humanity; and it does not in the least settle the question
of what Mill’s attitude would have been to more recent manifestations of what such
combinations can do when given special privileges by the law.

VL

PROPERTY AND ITS SOCIAL CONTROL

next comes a group of papers which, in one way or another, spring from Mill’s
interest in various aspects of the institutions of property and their susceptibility to
social control. This is a sphere in which his thought was avowedly tentative and
experimental. He believed firmly that throughout the greater part of civilized history
private property in various forms had served positive functions, functions which must
be performed somehow if there is to be order and progress—the preservation of
peace, the safeguarding of the fruits of accumulation, the reward of enterprise and
initiative. But he did not believe that these institutions were immutable. They
depended on opinion and volition and were capable of variety and development. They
were also perhaps capable of being superseded by other arrangements, if these
arrangements were such as to secure the same fundamental desiderata. The
distinction, to which he attached such importance, between the laws of production
which partook “of the character of physical truths”>2 and the laws of distribution
which were of human origin, was fundamental to his thinking here; and as is well
known—and as we shall be discussing further in the next section—he was not
unwilling to contemplate the eventual emergence of certain forms of collectivist
ownership and control. But within the sphere of existing institutions, he believed in
development and improvement. “The principle of private property,” he argued, “has
never yet had a fair trial in any country; and less so, perhaps, in this country than in
some others. The social arrangements of modern Europe commenced from a
distribution of property which was the result, not of just partition, or acquisition by
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industry, but of conquest and violence: and notwithstanding what industry has been
doing for many centuries to modify the work of force, the system still retains many
and large traces of its origin. The laws of property have never yet conformed to the
principles on which the justification of private property rests. They have made
property of things which never ought to be property, and absolute property where only
a qualified property ought to exist. They have not held the balance fairly between
human beings, but have heaped impediments upon some, to give advantage to others;
they have purposely fostered inequalities, and prevented all from starting fair in the
race. That all should indeed start on perfectly equal terms, is inconsistent with any law
of private property: but if as much pains as has been taken to aggravate the inequality
of chances arising from the natural working of the principle, had been taken to temper
that inequality by every means not subversive of the principle itself; if the tendency of
legislation had been to favour the diffusion, instead of the concentration of wealth—to
encourage the subdivision of the large masses, instead of striving to keep them
together; the principle of individual property would have been found to have no
necessary connexion with the physical and social evils which almost all Socialist
writers assume to be inseparable from it.”f

We have seen already, in the discussion of Mill’s attitude to problems of taxation, his
willingness to alter existing arrangements in regard to the law of inheritance. The
papers discussed in the present section illustrate further in various ways this
essentially empirical approach to the possible evolution of various aspects of the
institution of property.

The minutes of evidence here entitled “The Savings of the Middle and Working
Classes” together with the short note on “The Law of Partnership” are a product of
Mill’s lively interest in the reform of the law so as to permit industrial investment and
association without commitment to unlimited liability of the property of the persons
concerned. It was his belief that reform of this sort would serve the double purpose of
making available for development a larger volume of saving, and at the same time
facilitating, on a much larger scale than that then prevailing, the active participation of
the working classes in the organization of industry. This involved changes both in the
law relating to partnership and the law relating to joint-stock companies, and to both
these movements Mill lent the weight of his support. In the papers here reprinted the
main burden of his argument is directed to the law of partnership, in respect of which
he contended that the prohibitions of associations en commandite, as in the French
law, had as little justification as the ancient laws against usury. On the larger question
of the desirability of limited liability for investors in joint-stock companies, he
expresses here some slight reserve on the ground that the privilege involved, if
granted, should be extended to all individuals. But we know from his discussion of
this question in the Principles that he was indeed thoroughly in favour of it. Indeed,
his statement of the justification of such arrangements may well be regarded as the
classic formulation of the principle. “If a number of persons choose to associate for
carrying on any operation of commerce or industry, agreeing among themselves and
announcing to those with whom they deal that the members of the association do not
undertake to be responsible beyond the amount of the subscribed capital; is there any
reason that the law should raise objections to this proceeding, and should impose on
them the unlimited responsibility which they disclaim? For whose sake? Not for that
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of the partners themselves; for it is they whom the limitation of responsibility benefits
and protects. It must therefore be for the sake of third parties; namely, those who may
have transactions with the association, and to whom it may run in debt beyond what
the subscribed capital suffices to pay. But nobody is obliged to deal with the
association: still less is any one obliged to give it unlimited credit. The class of
persons with whom such associations have dealings are in general perfectly capable of
taking care of themselves, and there seems no reason that the law should be more
careful of their interests than they will themselves be; provided no false representation
is held out, and they are aware from the first what they have to trust to.” When the law
has “afforded to individuals all practicable means of knowing the circumstances
which ought to enter into their prudential calculations in dealing with the company,
there seems no more need for interfering with individual Judgment 1n this sort of
transactions, than in any other part of the private business of life.”

The next set of papers falling within this group are “Leslie on the Land Question” and
the manifesto on “Land Tenure Reform.” It is well known from famous passages in
the Principles that Mill regarded property in land as needing a justification different
in kind from the justification of other forms of property. “The essential principle of
property being to assure to all persons what they have produced by their labour and
accumulated by their abstinence, this pr1nc1ple cannot apply to what is not the produce
of labour, the raw material of the earth.” 33 ~~ This is not to say that he was hostile to all
forms of private land ownership; on the contrary, he attached great, probably
exaggerated, value, for instance, to peasant proprietorship. But it does mean that he
regarded land, or what Ricardo would have called the original powers of the soil
(including position), as having a special significance in economic analysis and a
special position in social philosophy: “with property in moveables, and in all things
the product of labour . . . the owner’s power both of use and of exclusion should be
absolute, except where positive evil to others would result from it: but in the case of
land, no exclusive right should be permltted in any individual, which cannot be shown
to be productive of positive good.””" »36 Thus he favoured in certain instances the break-
up (with proper compensation) of large estates and their redivision among small
proprietors. He favoured special provisions in the law safeguarding the position of
tenants. He was fiercely against exclusive rights of access to scenic areas. And he
supported special kinds of taxation designed to take from landowners the element of
unearned increment in the value of their holdings. “They grow richer, as it were in
their sleep, without working, risking, or economizing,” he said. “What claim have
they, on the general principle of social justice, to this accession of rlches‘?”37

The two papers reprinted in this collection, although by no means exhausting Mill’s
contribution to this subject, for which it is necessary also to go to the Principles and
to the speeches, provide a very fair indication of this general attitude. The review of
Cliffe Leslie’s Land Systems is devoted largely to illustrations of the principle that the
“maxims of free trade, free contract, the exclusive power of everyone over his own
property, and so forth” are not applicable, or not applicable without serious
limitations, to the control of landed wealth. As Professor R. D. C. Black has shown in
his notable study, Economic Thought and the Irish Question,ﬁ Mill had a much better
record than other economists of the day in correct insight into the nature of the
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economic problems of Ireland, and this paper is perhaps especially valuable as a
concise statement of his attitude in this respect.

The second paper, the Explanatory Statement of the Programme of the Land Tenure
Reform Association—the title used on its initial publication—is valuable as an explicit
statement of the actual reforms in the law relating to property in land which Mill’s
general views on the subject led him to support. Its content is best summarized by the
reproduction of the ten points of the programme on which Mill’s paper is a running
commentary:

I. To remove all Legal and Fiscal Impediments to the Transfer of Land.
II. To secure the abolition of the Law of Primogeniture.
III. To restrict within the narrowest limits the power of Tying up Land.

IV. To claim, for the benefit of the State, the Interception by Taxation of the Future
Unearned Increase of the Rent of Land (so far as the same can be ascertained), or a
great part of that increase, which is continually taking place, without any effort or
outlay by the proprietors, merely through the growth of population and wealth;
reserving to owners the option of relinquishing their property to the State at the
market value which it may have acquired at the time when this principle may be
adopted by the Legislature.

V. To promote a policy of Encouragement to Co-operative Agriculture, through the
purchase by the State, from time to time, of Estates which are in the market, and the
Letting of them, under proper regulations, to such Co-operative Associations, as
afford sufficient evidence of spontaneity and promise of efficiency.

VI. To promote the Acquisition of Land in a similar manner, to be let to Small
Cultivators, on conditions, which, while providing for the proper cultivation of the
land, shall secure to the cultivator a durable interest in it.

VII. Lands belonging to the Crown, or to Public Bodies, or Charitable and other
Endowments, to be made available for the same purposes, as suitable conditions arise,
as well as for the Improvement of the Dwellings of the Working Classes; and no such
lands to be suffered (unless in pursuance of the above mentioned ends, or for peculiar
and exceptional reasons) to pass into Private hands.

VIII. All Lands now Waste, or requiring an Act of Parliament to authorize their
inclosure, to be retained for National Uses: Compensation being made for Manorial
rights and rights of Common.

IX. That while it is expedient to bring a large portion of the present Waste Lands
under Cultivation for the purposes and on the principles laid down in the preceding
articles, it is desirable that the less fertile portions, especially those which are within
reach of populous districts, should be retained in a state of wild natural beauty, for the
general enjoyment of the community, and encouragement in all classes of healthful
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rural tastes, and of the higher order of pleasures; also, in order to leave to future
generations the decision of their ultimate uses.

X. To obtain for the State the power to take possession (with a view to their
preservation) of all Natural Objects, or Artificial Constructions attached to the soil,
which are of historical, scientific, or artistic interest, together with so much of the
surrounding land as may be thought necessary; the owners being compensated for the
value of the land so taken.

The two papers next to be considered, that on “Corporation and Church Property” and
that on “Endowments,” are concerned not only with the question of the right of the
state to modify the conditions of foundations and endowments but also with the
question of the support and control of higher education. Separate in the time of their
writing by more than thirty-five years, the emphasis of the argument differs; but the
essential content remains the same.

“Corporation and Church Property” is chiefly concerned to show that “there is no
moral hindrance or bar to the interference of the Legislature with endowments, though
it should even extend to a total change in their purposes” and then to inquire “in what
spirit, and with what reservations, it is incumbent on a virtuous Legislature to exercise
this power” (1.195). As a utilitarian, believing that, in the end, only consideration of
the happiness of individuals should influence moral judgment, Mill is clear that it is
intolerable that the wishes of dead men should be allowed to bind the dispositions of
resources for more than a limited period after their death. If circumstances change,
rendering their instructions no longer appropriate, then it is in the general interest that
the legislature should intervene and impose new conditions. If there is proper
compensation to the expectations of any persons enjoying benefits under the original
dispensation, then it cannot be argued that anyone is injured by such intervention; the
corporation as such has no grievance. If the law assumes “that a man cannot know
what partition of his property among his descendants, thirty years hence, will be for
the interest of the descendants themselves,” it cannot be assumed that “he may know
(though he have scarcely learnt the alphabet) how children may be best educated five
hundred years hence; how the necessities of the poor may then be best provided for;
what branches of learning, or of what is called learning, it will be most important to
cultivate, and by what body of men it will be desirable that the people should be
taught religion, to the end of time” (1.199).

This, however, does not mean that endowments and foundations are in themselves
undesirable. Much as he admired him, Mill was not in agreement with Turgot, who
had taken this view. On the contrary, he urged that they had functions to fulfil
particularly in regard to education, in respect of which their existence was a positive
good. It was indeed the duty of governments to provide funds for such purposes. But
it “is impossible to be assured that the people will be willing to be taxed for every
purpose of moral and intellectual improvement for which funds may be required.” If,
however, there were “a fund specially set apart, which had never come from the
people’s pockets at all, which was given them in trust for the purpose of education,
and which it was considered improper to divert to any other employment while it
could be usefully devoted to that; the people would probably be always willing to
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have it applied to that purpose. There is such a fund, and it consists of the national
endowments.” (I1.216.) While, therefore, it is incumbent on the state to interfere with
the conditions of endowments when these have ceased to serve a useful purpose, it is
desirable that the interference should involve, not appropriation of the funds for the
general purposes of public expenditure, but rather a better discharge of the useful
functions originally intended.

Mill returns to this theme in the second paper and develops at greater lengths the
argument for the existence of decentralized initiative in regard to education and
research. A certain Mr. Fitch, an authority on the abuses of endowments, had made
statements which almost implied the abolition of centres of this sort—*“a doctrine
breathing the very spirit, and expressed in almost the words, of the apologies made in
the overcentralised governments of the Continent for not permitting any one to
perform the smallest act connected with public interests without the leave of the
Government” (I1.616). But the “truth needs reasserting, and needs it every day more
and more, that what the improvement of mankind and of all their works most
imperatively demands is variety, not uniformity” (I1.617). “Because an endowment is
a public nuisance when there is nobody to prevent its funds from being jobbed away
for the gain of irresponsible administrators; because it may become worse than useless
if irrevocably tied up to a destination fixed by somebody who died five hundred years
ago; we ought not on that account to forget that endowments protected against
malversation, and secured to their original purpose for no more than two or three
generations, would be a precious safeguard for uncustomary modes of thought and
practice, against the repression, sometimes amounting to suppression, to which they
are even more exposed as society in other respects grows more civilised.” (I1.621.)

Beyond this, in this paper Mill is led to argue the positive benefits, especially to
higher education, of the existence of suitably constituted endowments. He is not
sanguine that free competition in education will provide what is desirable without the
help, example, and stimulus of education provided this way. “It must be made the
fashion to receive a really good education. But how can this fashion be set except by
offering models of good education in schools and colleges within easy reach of all
parts of the country? And who is able to do this but such as can afford to postpone all
considerations of pecuniary profit, and consider only the quality of the education . . .?
The funds for doing this can only be derived from taxation or from endowments;
which of the two is preferable? Independently of the pecuniary question, schools and
universities governed by the State are liable to a multitude of objections which those
that are merely watched, and, in case of need, controlled by it, are wholly free from;
especially that most fatal one of tending to be all alike; to form the same unvarying
habits of mind and turn of character.” (I1.623.) It is not clear to me that in the
twentieth century, with the drying up of so many sources of private endowment, Mill
would necessarily have frowned on extensive support of higher education from state
sources. But it is very obvious that he would still have been foremost among those
who seek, by one means or another, to insulate it as far as possible from direct
operation and control from parliaments and ministers; and I suspect that he would
have shown more approval to a tax system such as that of the United States, which
provides direct and powerful incentives to gifts for educational and cultural
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endowments through its death duties, than that of Great Britain, which actively resists
any movement in that direction.

Finally in this group there comes the short but important paper on “The Regulation of
the London Water Supply.” Here is an instance where, the technical conditions of
production rendering impossible the existence of such a degree of competition as in
his opinion justified the private property system as an agent of supply, Mill was
prepared to recommend thoroughgoing municipalization. In such circumstances, he
argued, the case for government regulation of some sort was indisputable. Whether
this should take the form of control of existing companies or of direct governmental
operation, he held, was a matter to be decided on consideration of the technical
circumstances in each case arising. So far as London water was concerned, in the
absence of a suitable organ of London government, he favoured the appointment of a
commissioner with elastic powers of reorganization and control. Had there existed a
suitable municipal authority, he would have had “no hesitation in expressing an
opinion, that to it . . . should be given the charge of the operations for the water-
supply of the capital” (I11.435).

This leads conveniently to our last section.

VIIL

SOCIALISM

the two papers bearing on Socialism which appear in this collection are of very
different importance. The review of Newman’s Lectures on Political Economy,
written as Mill was moving into his phase of greatest sympathy with socialism, is
important principally as a demonstration of Mill’s strongly negative reaction to what
he thought to be unfair criticism of socialist plans and principles; it is of some interest
also as the sole example in the classical literature of any discussion of the problem of
pricing under socialism. In contrast, “Chapters on Socialism,” written towards the end
of his life, are of major importance as an indication of his final views on the subject.

The vicissitudes of Mill’s attitude to socialist proposals for the future organization of
society are reasonably well known so far as the documentation is concerned. 3% There
is a phase of considerable sympathy, coinciding with the period of his revulsion from
Benthamism: this is mentioned in the Autobiography, but the authentic contemporary
expression thereof is to be found in a letter to Gustave D’Eichthal.@ This is followed
by a mood of greater distance exhibited in the relevant chapter (II, 1) in the first
edition of the Principles—an exposition which, to Mill’s annoyance but not altogether
without justification, impressed some readers as being definitely anti-socialistic. Then
under the influence of the aftermath of 1848, Mill, now very much under the influence
of his wife in this respect, moves into the position of overt, if cautious, sympathy as
expressed in the third edition of the Principles—a phase which in the Autobiography
Mill said would class them both “under the general designation of Socialists.” _1
Finally, in 1869, he sat down to write the chapters here reproduced, which were
published after his death by his stepdaughter, Helen Taylor, who can certainly be
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trusted not to have released anything which did not do justice to his most mature
views; and these certainly show much greater reserve than is shown in the phase
represented by this third edition of the Principles. But the chapters are incomplete,
and the question remains: what does this latest phase amount to?

It is very clear that there had been a sharp recoil from any sort of sympathy with
revolutionary socialism in its totalitarian aspects. There is a sharp denunciation of all
this in these chapters (see especially 11.748-9), and there is a letter to Georg Brandes,
of March 1872, on the goings-on of the First International, which makes quite clear
the persistence of this mood.f

So far as the more moderate and limited proposals for piecemeal experiment are
concerned, I do not doubt that Ashley is right when he contends that there has been
some retreat from the position of the chapters in the third edition of the Principles. 1t
would be wrong to suggest that there is now no sympathy: that is certainly not the
case. But there is certainly much more caution and, I would judge, more inclination to
insist on what can be done by reform within the institutional framework of the private
property system. | am reasonably clear that if the details of the treatment of the main
problems of socialist organisation discussed respectively in the Principles and in these
Chapters were placed in parallel columns and shown to some outside investigator,
ignorant of the context of the query, he would judge the second column to show a
position much less positive, much more sceptical, than the first.

In the last analysis, however, more important than these nuances is the fact that the
position of the third edition is by no means so strong as might be judged, either from
the indications of change in the Preface or in the relevant passage in the
Autobiography. The discussion of socialism in the chapter on property is not to be
judged in isolation. It must be evaluated in conjunction with the chapter “On the
Probable Futurity of the Labouring Classes,” a chapter to which we know Mill
attached peculiar importance, the more general sections having been written in close
conjunction with his wife. And in that chapter, it is clear that Mill’s utopia is not
nearly so much in the duo-decimo editions of the new Jerusalem (to use the
contemptuous phrase of the Communist Manifesto), which he had discussed with such
fairness and attempt at sympathetic understanding in the chapter on property, but in
the development of workmen’s co-operatives—self-governing corporations
foreshadowed, as he thought, by the experiments of Leclaire and others in Paris and
elsewhere. In the last analysis, that is to say, Mill’s socialism proves to be much more
like non-revolutionary syndicalism than anything which would be called socialism at
the present day.

And that, after all, should not be so surprising if we remember the famous passage in
On Liberty alluding to these matters. As we have seen, where there was no
competition, Mill was not unwilling to experiment with municipal ownership and
control. But on a future in which state ownership had become widespread, his verdict
was unequivocal. “If the roads, the railways, the banks, the insurance offices, the great
joint-stock companies, the universities, and the public charities, were all of them
branches of the government; if, in addition, the municipal corporations and local
boards, with all that now devolves on them, became departments of the central
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administration; if the employés of all these different enterprises were appointed and
paid by the government, and looked to the government for every rise in life; not all
the freedom of the press and popular constitution of the legislature would make this or
any other country free otherwise than in name. And the evil would be greater, the
more efficiently and scientifically the administrative machinery was constructed—the
more skilful the arrangements for obtaining the best qualified hands and heads with
which to work it.”*?

VIIL

CONCLUSIONS

the papers collected in these volumes are undoubtedly best read in conjunction with
the Principles and the essay On Liberty: they throw light on the evolution and
significance of these masterpieces, and are in turn illuminated by them. But taken by
themselves, they would still represent a very significant achievement, a body of
pronouncements on economic theory and the relations between economics and social
philosophy which has no obvious rival among the productions of other writers on
these subjects in the literature of the period. As to the two chief essays in Some
Unsettled Questions, “Thornton on Labour and Its Claims,” “Corporation and Church
Property,” the unfinished “Chapters on Socialism”—we should have to look far to
discover productions of parallel weight and stimulus.

When Mill lay dying, it is reported that he said, “My work is done.” By this he
obviously did not mean that all the causes he stood for, all the propositions he had
advanced, had been triumphant. He meant, rather, that he had had his say, that the
circumstances of his life had permitted him adequately to set forth his views on the
various matters on which he wished to make a contribution. And that was surely true.
He had indeed developed and elaborated a system of thought so comprehensive and
impressive that it came to dominate, perhaps more than it should have done, the
thought of his generation, and it is not surprising that eventually there should have
been some reaction against it, a reaction which we can now see went much too far and
ran the risk of losing much of great value. Yet, in the end, the historic value of Mill’s
contribution did not reside either in the range or in the finality of the elements of the
system; it was rather in the spirit thereof. It is for this reason that for a generation
disillusioned with systems, he once more appears as a highly admirable figure: a man
with a firm hold on the ultimate values of truth and justice and liberty, with strong
principles and a strong belief in their applicability; yet, once the high spirits and
arrogance of youth had been transcended, fair in argument, willing to learn from
experience, empirical in practical judgment, experimental in action.

London School of Economics, December 1966

Robbins
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Textual Introduction

obituary notices suggest that Mill’s contemporaries thought his greatest contribution
had been in logic rather than in economics or politics. In the intervening century that
judgment has been altered, and Mill is far more often thought of as an economist than
as a logician. By quantitative standard alone, the recent view has been more correct,
for Mill cultivated his interest in economics more assiduously and constantly than any
of his other interests. His first published writings were the letters on the measure of
value referred to by Lord Robbins (p. viiin above); the climax of his middle years is
signalled by his Principles in 1848 (the date chosen by Professors Mineka and Hayek
to terminate the Earlier Letters); and he devoted much thought in his later years to
problems of socialism and land tenure. In almost every one of the intervening years he
wrote something of interest to students of economics, although seldom is it possible to
say that an article or letters or speech is of interest only to economists, and hardly ever
that it is of more interest to economists than to others.

This situation presents the editor with an extremely difficult choice. All Mill’s
writings with a bearing on economics cannot be gathered in two volumes, and yet to
publish three or four volumes as his “Essays on Economics” would mean including
material to which other volumes can make a stronger claim. There is, fortunately, a
solution suggested by Mill’s polymathic interests: one can reasonably assume that
readers will be content to follow Mill across interdisciplinary boundaries into other
volumes of the edition. The solution is, then, to gather here those writings in which
the economic interest is paramount, and to place those in which it is secondary in
volumes centring on, for example, political science and contemporary events.

Like other nineteenth-century authors, Mill thought no subject distinction necessary in
collected volumes, and included in his Dissertations and Discussions essays on
aphorisms and on Austin, on Coleridge and on currency. The more restricted
competences of our specialized age suggest, however, that individual volumes be
tailored for separate audiences; the edition as a whole will meet the needs of
Emerson’s “Man Thinking.” One necessary qualification is indicated in the title of
these volumes and some of their companions: Mill’s constant search for the useful
dictated a wide reference, and so many of his essays have a social as well as an
economic or political dimension.

In these, the first volumes of the edition to be made up of short monographs, essays,
reviews, and similar pieces, this policy of grouping by subject has guided us, and it is
followed in each of the volumes of collected pieces throughout the edition. Letters,
speeches, journals, and newspaper writings, however, are gathered by provenance and
kind.

Mill himself expressed firm opinions on the republication of periodical writings. In
the Preface to Dissertations and Discussions, justifying the volumes, he suggests that
if “frequent writers in periodicals” foresaw such republication, they might try to
remove “the crudity in the formation of opinions, and carelessness in their expression,
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which are the besetting sins of writings put forth under the screen of anonymousness. .
..” He continues: “The following papers, selected from a much greater number,
include all the writer’s miscellaneous productions which he considers it in any way
desirable to preserve. The remainder were either of too little value at any time, or
what value they might have was too exclusively temporary, or the thoughts they
contained were inextricably mixed up with comments, now totally uninteresting, on
passing events, or on some book not generally known; or lastly, any utility they may
have poslsessed has since been superseded by other and more mature writings of the
author.”

With my usual respect for Mill’s sensibility and sense, and at a time when masses of
print threaten to bury the inquiring mind, I cannot but feel the weight of this
argument. But we can now, perhaps, use Mill’s argument for exclusion at least in part
to support our inclusions. Whatever the justice of his comments at that time, they are
not now valid. Whether the subject of study is Mill himself, nineteenth-century
thought, or nineteenth-century history, the items in this volume are of interest and
value. Individually, it may be, some of them are slight, but in the context of the
volume and the edition each gives, at the very least, detail that otherwise would be
lacking. Even those which, in Mill’s view, were superseded by “more mature
writings” are important in establishing the development of his and his century’s
attitudes and opinions.

It is unlikely that economists will question seriously the inclusion of any of the essays
in these volumes; it is hardly to be expected, however, that the principles of exclusion
will please everyone. The first and most apparent exclusion is that of Mill’s economic
writings for newspapers. These are reserved for a volume containing all his
newspaper writings: first, because that volume, read in conjunction with the Letters
and the Autobiography, will give a clearer picture of the range of interests throughout
his life than is otherwise possible; second, because, as intimated above, it is
impossible to select among them without inconveniencing those wishing to study
other aspects of his thought. For example, it would certainly be reasonable (if space
allowed) to include here his leading articles on Irish problems in the late 1840s; to do
so, however, would be to reject the more reasonable policy of joining them with his
other writings on Ireland—in this imperfect world, where all goes by approximation,
it has seemed most reasonable to put them with his other writings for the ephemeral
press.

Other exclusions may be illustrated by examples. “Centralization,” published in the
Edinburgh Review in 1862, is obviously relevant to Mill’s attitude towards socialism,
which is such a prominent concern in some of the essays below. The major weight of
the article, however, bears upon political rather than economic questions, and so it is
gathered into the volume of Essays on Politics and Society. Again, Mill’s “The
French Revolution of 1848 and Its Assailants,” which gives good evidence of his view
of socialism during the crucial period when he was revising his Principles for the
second and third editions, was intended less as a comment on socialism than on the
state of affairs in France and on British reaction to that state; the essay has therefore
been put with other essays on contemporary France. These are hard examples—both
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essays were seriously considered for inclusion here—and it is hoped that the reader
will be able to see similar reasons for other exclusions.

Marginalia are not included in these volumes; a full example, obviously resulting
from Senior’s request for criticism, will be found in F. A. von Hayek, “Notes on N.
W. Senior’s Political Economy,” Economica, n.s. XII (Aug., 1945), 134-9. It is
regrettable that the meetings of the Political Economy Club were virtually
unrecorded; a brief account of one meeting to which Mill contributed may be seen in
Adelaide Weinberg, “A Meeting of the Political Economy Club on 7 May, 1857,
Mill News Letter, 1 (Spring, 1966), 11-16. One other unfortunate gap should be
mentioned: the manuscript of the work submitted by Mill in 1829 to the Society for
the Diffusion of Useful Knowledge has disappeared without record. (See Francis E.
Mineka, ed., Earlier Letters, in Collected Works of John Stuart Mill, X111, 742.)

The reasons for grouping essays by subject within the edition apply with less force to
arrangements within individual volumes. Chronological ordering, which allows a
clear view of development of interest and idea, and fixes periods, appears best. It does
not impede—as Lord Robbins’ Introduction above indicates—thematic and logical
discussion.

Most of the items in these volumes were not republished by Mill: he included three of
them in the first edition (1859) of Dissertations and Discussions;% and five were
republished in 1875 by his step-daughter, Helen Taylor, in the fourth volume of
Dissertations and Discussions (we do not know if Mill himself had a hand in the
selection). The volume of Essays on Some Unsettled Questions of Political Economy
(1844) was also republished by Helen Taylor, in 1874, without significant alterations;
the fifth essay in this work is a revised version of an article in the Westminster
Review. Finally, the incomplete manuscript of the “Chapters on Socialism” was first
published, edited by Helen Taylor, in 1879, six years after Mill’s death. In
establishing our text, we have ignored later republications, as they have no textual
authority.

Two of the items, “The Silk Trade” (1826) and “The Nature, Origin, and Progress of
Rent” (1828), are new attributions; the evidence for Mill’s authorship is given in their
headnotes.

Most of the major articles appeared first in the great reviews, nine in the Westminster
(including the one republished in the Essays on Some Unsettled Questions), five in the
Fortnightly, and one in the Edinburgh. Four (including two Mill thought important
enough for republication) appeared in lesser reviews, one in each of 7The
Parliamentary Review, Tait’s Edinburgh Magazine, The Jurist, and the Monthly
Repository. Five derive from Mill’s evidence before parliamentary committees,i and
one from evidence submitted to a French parliamentary commission. Of the other
items, one is a separate book (Essay on Some Unsettled Questions), one a note to
McCulloch’s edition of Adam Smith, and two appeared in pamphlets issued by the
Metropolitan Sanitary Association and the Land Tenure Reform Association. In
Appendices (see p. liv below) are found an essay (also from the Westminster) written
with Ellis in which Mill’s part is not determined, a public petition on free trade, an
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examination paper prepared by Mill, and a sheet distributed by the Land Tenure
Reform Association. It may be noted that there are at least three pieces from every
decade of Mill’s publishing life, the longest gap being from 1834 to 1844.

Specific details about the texts will be found in headnotes to each item. These include
details of publication (“not republished” means not republished by Mill in his
lifetime), the entry from Mill’s bibliography,f and any epistolary or biographical
information relevant to the text, attribution, and publication. (These are not, of course,
designed as essays on the text.)

There is almost no manuscript material for these articles, and no evidence of any
having existed subsequent to publication, except in the case of the “Chapters on
Socialism.” The only fragments, one of “Endowments” and one of “Thornton on
Labour and its Claims,” have been collated with their texts. The disappearance of the
manuscript of “Chapters on Socialism” is deeply to be regretted, for the published
version is edited to an unknown extent by Helen Taylor. In Sothebys’ sale of the
effects of Mary Taylor (Helen’s niece), 29 March, 1922, the following item was
bought by Maggs for £5.5.0: “Mill (John Stuart). Five chapters on Socialism. Auto.
MS., 74pp. 4to, with a copy in the hand of Miss Helen Taylor.” Early in 1934, the late
J. A. Symington of Leeds offered an American buyer, for £40, one or both of these
manuscripts, describing the item thus:

ON SOCIALISM

SOCIALIST OBJECTIONS TO THE PRESENT ORDER OF SOCIETY
SOCIALIST OBJECTIONS EXAMINED

DIFFICULTIES OF SOCIALISM

IDEA OF PRIVATE PROPERTY NOT FIXED BUT VARIABLE

NOTES

THE ORIGINAL MSS. with corrections and directions to

the printer. A good deal of the MS. is in the

handwriting of Helen Taylor with a preliminary note

by her, signed and dated Jany. 18, °79. 1 Vol. 4to.

There is no subsequent record of the manuscript.

The general policy in these volumes, as throughout the edition, is to adopt as the basic
text the latest version from Mill’s own pen. Earlier versions, and those in which he

may have had a hand (though published after his death), are collated with the basic
text, and the resulting substantive variants are given as footnotes.
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The variants derive mainly from the republication of essays in Dissertations and
Discussions, other sources are corrections by Mill in his own copies, and the two
manuscript fragments mentioned above. Special cases are found in the Essays on
Some Unsettled Questions: the variants in the first essay derive from Mill’s alterations
in the passages quoted in his Principles; those in the final essay derive from its earlier
publication in the Westminster, and throughout there are corrections based on the
posthumous edition of 1874.

It is likely that the essays in the first two volumes of Dissertations and Discussions
were revised at the same time (see xlvin above), and since Mill in the Preface to the
first volume explains that he made no attempt to bring the essays into full coherence
with his views in 1859, it is not surprising that there are very few major alterations.
Changes resulting from time and provenance, as well as those indicating a change of
opinion or correction of fact, make up about 15 per cent of the total 391 substantive
alterations in the three relevant essays; qualifications and clarifications, the particular
marks of Mill’s style, make up a further 30 per cent; the remainder are minor verbal
alterations or slight tonal changes through, for example, the removal of italics. An
example of this minor group is seen in the changes from “man” to “person” (e.g.,
218" ). (Considering Mill’s attitude towards women, the changing of the gender of
“truth” from feminine to neuter on p. 217 is difficult to assess.) Mill did little
rewriting for the second edition of Dissertations and Discussions, only fourteen of the
variants, minor in nature, derive from that edition.

The changes are best studied in their context, but a few general comments may be
made. An alteration illustrative of the lessened “asperity of tone” (Preface, p. v) may
be seen at p. 203, where in 1833 Mill said with reference to trustees, “it is currently
asserted, and that not modestly, and in a tone of discussion, but angrily, abusively,

and in the spirit of arrogant assumption, that the endowments of the Church and of the
Universities are theirproperty. . . .” In revision, this became: “it is currently asserted,
and in the tone in which men affirm a self-evident moral truth, that the endowments of
the Church and of the Universities are their property. . . .” His desire for moderation
and greater precision of statement is illustrated in the rewriting of the sentences on p.
212 dealing with the Catholic Church. The removal of the hesitant judgment
concerning the propriety of using endowments for the support of a national gallery
(218") probably reflects less a change in Mill’s basic view than the growing
importance of the National Gallery in London (the collection was initiated in 1824,
but the building, finished in 1838, was barely begun when the passage was

composed). As will be noted, all these examples are taken from “Corporation and
Church Property,” in which the most significant alterations in this group occur. >
Interesting changes resulting from the difference in time between two versions are
also seen, however, in “The Claims of Labour,” for example at 371k, 3824, b , and
3842, " (In this essay one finds as well, at 371" and 374°, the unexpected chan%e

from the earlier “factory” to “manufactory” which is seen in his Principles at 1.74% )

No extensive comment is needed on the variants found in comparing the earlier and

later versions of the essays reprinted after Mill’s death in the fourth volume of
Dissertations and Discussions. They are almost all corrections of misprints and
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misreadings found in the periodical versions; the two manuscript variants at pp. 618
and 667 are important principally as rare examples of their type.

Nearly one-third of the 159 changes resulting from the rewriting of “On the Definition
of Political Economy” for the Essays on Some Unsettled Questions of Political
Economy are simply removals of italics. Mill’s writing of the System of Logic and his
reading of Comte are, however, reflected in such variants as those at 317 and b-b ,
320P7, 326", 333", and 337"". And his concern over the relation of theory to
practice, growing from his reassessment of his father’s views, can be seen in different
degrees in such variants as those at 324", 333", 334" ¥ Y and 33777, One
interesting speculation: in a passage on p. 327, Mill substituted in 1844 “shut up
Euclid’s Elements” for “use Euclid’s Elements as waste paper.” Although the
destruction of the manuscript of the first part of Carlyle’s French Revolution occurred
in 1835, a year before the initial publication of this essay, Mill first composed it in
1831 and rewrote it in 1833, and the change may well be taken as evidence of his
feelings of guilt.

Apart from the variants reflecting the changes made in quoting the first of the Essays
on Some Unsetled Questions in his Principles (see headnote on p. 232), the other
variants in these essays, deriving from the second edition in 1874, are simple
corrections.

Mill’s library has provided marginalia important in identifying as Mill’s the note on
“The Nature, Origin, and Progress of Rent” (and see Lord Robbins’ comment, p. viii
above). Also, the text of “Newman’s Political Economy” is clarified by his frequent
corrections in his copy. One of these (455"") can be dignified by a biographical gloss:
Alexander Bain, in his John Stuart Mill (London: Longmans, Green, 1882), p. 177n,
commenting on Mill’s “dread of running into a figurative or florid style,” mentions
his “great annoyance at the numerous misprints that had been allowed to pass” in this
article. “One of these,” Bain continues, “was a very excusable error. He had written
‘the family in the patriarchal sense,” and the printer had changed it into ‘tents’;
making, as he said, in a complaining tone, a picture.” (Cf. headnote on p. 440.)

No matter what their source, the variants often suggest misreadings of Mill’s hand.
Most common are probable misreadings of “&” for “of” or “or” (e.g., 3147, 31777,
and 375""). More extreme, but not less likely cases are typified by the reading
“economical aspects” for “essential respects” at 679"

Method of Indicating Variants. All the substantive variants are governed by the
principles enunciated below, except for a few special cases, in which self-explanatory
footnotes are given in square brackets and italics. “Substantive” here means all
changes of text except spelling, capitalization, hyphenation, punctuation,
demonstrable typographical errors, and such printing-house concerns as type size, etc.
Except for changes between “though” and ““although” and between “on” and “upon,”
all substantive variants are recorded. These are of three kinds: addition of a word or
words, substitution of a word or words, deletion of a word or words. Examples to
illustrate these three kinds are drawn from “The Currency Juggle.”
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Addition of a word or words: see 187578 In the text, the passage “(as is alleged)”
appears as “S(as is alleged)®”; the variant note reads £5+59,67.” Here the plus sign
indicates that the passage “(as is alleged)” was added; the numbers following
(“59,67”) indicate the editions of this particular text in which the addition appears.
The editions are always indicated by the last two numbers of the year of publication:
here 59=1859 (the first edition of Volumes I and II of Dissertations and Discussions);
67=1867 (the second edition of these volumes). Information explaining the use of
these abbreviations is given in each headnote, as required. Any added editorial
information is enclosed in square brackets and italicized.

Placing this example in context, the interpretation is that when first published (1833)
the reading was “a present of”’; in 1859 this was altered to ““a present (as is alleged)
of”, and the altered reading was retained in 1867.

Substitution of a word or words: see 183%“. In the text the word “political” appears as
“Upolitical’; the variant note reads “““33 the spirit of”’. Here the words following the
edition indicator are those for which “political” was substituted; applying the same
rules and putting the variant in context, the interpretation is that when first published
(1833) the reading was “progress of the spirit of reform”; in 1859 this was altered to
“progress of political reform,” and the reading of 1859 was retained (as is clear in the
text) in 1867. An example of a passage that was altered twice is seen in “Corporation
and Church Property” at 198/7. In the text appears “fbe only a moderate” ’; the variant
note reads /733 not be a long] 59 be but a moderate”. Here the different readings, in
chronological order, are separated by a square bracket. The interpretation is that the
original reading in 1833, “not be a long”, was altered in 1859 to “be but a moderate”,
and in 1867 to the final “be only a moderate”. In the two cases of substitution where a
manuscript variant is given, the manuscript is indicated by “MS”.

s,
1™

Deletion of a word or words: see 183", In the text, a single superscript ! appears
centred between “the” and “evil”; the variant note reads “‘33 serious”. Here the word
following the edition indicator is the one deleted; applying the same rules and putting
the variant in context, the interpretation is that when first published (1833) the reading
was “the serious evil”; in 1859 “serious” was deleted, and the reading of 1859 was
retained (as is clear in the text) in 1867.

Variants in Mill’s footnotes. To avoid four levels of text on the page, a different
method has been used to indicate the few changes in the notes supplied by Mill. An
example from “Corporation and Church Property” will be seen at 203n, where the
footnote ends: “that collective body without [33 a particle of] injustice.” Here “a
particle of”, which appeared in 1833, was deleted in 1859, and the text of 1859 was
retained in 1867. When necessary, to prevent confusion in reading, the words before
and/or after the altered passage are given (see the other variants in the same note).

Dates of footnotes. Here the practice is to place immediately after the footnote
indicator, in square brackets, the figures indicating the edition in which the footnote
first appeared, if it was not in the first version. At 214n, for example, the “[59]”
indicates that the note was added in 1859 (and retained in 1867). If no such figure
appears, the note is in all versions.
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Punctuation and spelling. In general, changes between versions in punctuation and
spelling are ignored. (For the sake of purists, it might be noted that, given the obvious
intrusions by the printer in other writings of Mill where we have the manuscript, and
given the range of different periodical and other sources from which the items below
are taken, there is insufficient reason to adopt accidentals from the earliest version, in
contravention of our normal acceptance of the latest version as copy-text.) Those
changes which occur as part of a substantive variant are included in that variant, and
the superscript letters in the text are placed exactly with reference to punctuation. As
alterations in terminal punctuation indicate at least a slight change in emphasis, these
are included, as are changes between italic and roman type.

Other textual liberties. The practice of heading articles in the reviews simply by an
article number and the titles of the books under consideration makes it necessary to
affix new titles in many cases. Similarly in other cases the original is inadequately
titled, for example in the evidence before parliamentary committees. Those which
have been chosen by the editor are modified from the running titles, titles affixed for
republication, and the entries in Mill’s bibliography; the actual headings and other
information explaining the choice are given in the headnotes. The dates added to the
titles are those of first publication. The original footnotes to the titles, giving
bibliographic information, have been deleted, and the information is given in the
headnotes.

Typographical errors have been silently corrected in the text; the note below lists
them.® In the headnotes, the quotations from Mill’s bibliography, the manuscript of
which is a scribal copy, are also silently corrected, and superscripts lowered; again,
the note below lists the corrections.” While the original punctuation and spelling of
each article are retained, the style has been made uniform: for example, periods are
removed after £ signs, and added after abbreviations; square brackets have been made
round; footnote indicators have been transposed as necessary (“*.” becomes “.*”);
tables have been made uniform; and italic punctuation following italic passages has
been made roman. The spelling “McCulloch” has been adopted in place of
“M?Culloch”, “M?Culloch”, and MacCulloch”.

Also, in accordance with modern practice, all long quotations have been reduced in
size, and the quotation marks removed. In consequence, it has been necessary
occasionally to add square brackets around such phrases as “he says”; there is little
opportunity here for confusion, as my editorial insertions in the text (except page
references) are in italics. Mill’s page references, when necessary, have been
normalized and silently corrected; a list of the corrections is given below.® Evidence
from parliamentary committees has been restyled to give prominence to Mill’s
answers (they are in roman type, to distinguish them from the questions, given in
italic), and to the names of the questioners (given in small capitals); the sequential
numbering of the questions is omitted (the enclosing numbers are listed in the
headnotes); and the marginal notes have been deleted, with the information added in
footnotes.

Appendices. These pieces are taken out of the normal chronological order and
appended for special reasons. Appendix A, “McCulloch’s Discourse on Political
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Economy,” is placed here because the extent and nature of Mill’s contribution is not
known; it is otherwise treated uniformly with the main text. Appendix B, the “Petition
on Free Trade,” although it appeared in a newspaper, is included because it was not
written specifically for a newspaper; its form, however, suggests that it be not
included in the main text. Appendix C is the examination paper for Girton mentioned
above. Appendix D, a sheet asking members of the Land Tenure Reform Association
to support Dilke’s Lands and Commons Bill, is here included as an example of the
efforts of the Association, and because Mill may have contributed to its composition.

Appendix E, the Bibliographic Appendix, provides a guide to Mill’s quotations, with
notes concerning the separate entries, and a list of substantive variants between his
quotations and their sources. For easy reference, the questions asked by members of
parliamentary committees are treated as quotations under individual names. Not
counting these or general references to Statutes and Parliamentary Papers, Mill refers
to over 150 publications in these papers, seventeen of which (in whole or part or
ostensibly) he reviews, and from sixty of which he quotes. As would be expected, his
most frequent citations are of Adam Smith and Ricardo, followed by those of
McCulloch (especially in the early essays), Tooke, and Malthus. There are fewer
references to James Mill than one might expect, and only one to Senior. Except in the
“Chapters on Socialism,” Mill shows little acquaintance with socialist writings. There
is some evidence of his adaptation of periodical writings for his Principles (De
Quincey’s passage on snuff-boxes, mentioned by Lord Robbins, being an outstanding
example), but not so much as is found in his newspaper writings. The collation with
sources demonstrates further the trouble printers had with his hand, and displays his
facility in translation from the French. The suppressions in quotations are of minor
importance; worthy of note are his excisions of complimentary references to himself
(650.n10 and 673.35) and to his father (15.28), and of uncomplimentary references to
Adam Smith (27). The usual errors in Mill’s transcriptions are obvious, and it might
be held that the fifteen substantive corrections in quotations from Leslie found in the
version of “Leslie on the Land Question” in Dissertations and Discussions are good
evidence that Helen Taylor prepared the text for Volume IV of that work.

This Appendix serves as an index to persons, books, and statutes, so references to

them are omitted from the Index proper, which has been prepared by R. 1. K.
Davidson.
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ESSAYS ON ECONOMICS AND SOCIETY

1824—-1845

WAR EXPENDITURE

1824

EDITOR’S NOTE

Westminster Review, 11 (July, 1824), 27-48. Unsigned; not republished. Original
heading: “Art. II. Observations on the Effects produced by the Expenditure of
Government during the Restriction of Cash Payments. By William Blake, Esq. F.R.S.
pp. 121. London, Murray, 1823.” Running head: “War Expenditure.” Identified in
JSM’s bibliography as “An article in the third number of the Westminster Review, on
Mr. Blake’s pamphlet on depreciation and war expenditure” (MacMinn, 5). The
article is not specifically mentioned in his Autobiography, but during this period JSM
was developing his ideas on economics during early morning discussions at George
Grote’s house (see Autobiography, Columbia ed., 84-5). The article is identified as
JSM’s in the Mills’ copy of the Westminster (Somerville College), but no corrections
or variants are indicated therein.

War Expenditure

although the clamour of the agriculturists has been silenced, for a time, by the return
of comparatively high prices; and although the questions to which it gave rise have
lost that peculiar interest, which temporary circumstances had conferred upon them;
we deem no apology necessary for laying before our readers a review of a pamphlet,
in which are propounded, and from no mean authority, not only the most incorrect
views on the causes of agricultural distress, but various errors of a more general
nature, and affecting the vital parts of the science of political economy.

Mr. Blake begins his pamphlet by the following words:

There never, perhaps, was a period which presented to the political economist so
many interesting objects of enquiry as that which has occurred during the
continuance, and since the termination of the late war. Peace, instead of its
accustomed attendant blessings, seems to have brought calamity and distress upon
almost every class of society; and the circumstances in which we are placed appear to
be so peculiar and anomalous, as scarcely to admit of a satisfactory solution. We have
seen landed proprietors without rents; farmers and manufacturers without a market;
the monied capitalist ready to lend, and the merchant not wanting to borrow; a
redundant capital, yet a redundant population; and the industrious poor compelled to
apply, like mendicants, at the parish workhouse. (P. 1.)
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Before broaching a theory to explain an alleged fact, it would have been better if Mr.
Blake had first ascertained whether the fact itself was real. To us he appears to have
pursued a contrary course. He first started a theory; and because it suited his theory
that there should be universal distress, he persuaded himself that universal distress
existed. We confess, however, that it has hitherto escaped our observation. We neither
saw nor heard it, except in the cant of the agriculturists. Distress among the landlords,
there undoubtedly was: as much distress as is implied in the necessity of contracting
the expenses to which they had become habituated in the days of that good fortune,
which was altogether unlooked-for and unearned, and of which, had they studied
general principles, instead of scoffing at them, they would have foreseen the speedy
termination. All classes, however, not directly or indirectly connected with the land,
were so far from partaking in the agricultural distress, that they were actually in the
enjoyment of unexampled prosperity. A few years before, the manufacturers
complained of distress: but then, rents were high, and landlords insolent. Similar
vicissitudes of distress and prosperity—to-day, agricultural prosperity and
manufacturing distress—to-morrow, agricultural distress and manufacturing
prosperity, may be expected to recur again and again without end, unless our corn
laws should be repealed, or the seasons should cease to vary. But, although we are
aware that, in the estimation of a great majority of members of parliament, the
“landed interest” is the nation, and agricultural distress is national ruin, it is not so in
ours; and we are very sceptical as to that universal distress, of which, at one time, we
heard so much. Even Mr. Blake cannot assert it without contradicting himself. “A
redundant capital, yet a redundant population:” in other words, too much to eat, and
too many mouths to eat it.

The great fluctuations, however, which have taken place during the last thirty years, in
the prices of agricultural produce, are highly interesting phenomena, and every
plausible attempt to explain them is worthy of some attention. The ability, moreover,
which Mr. Blake has displayed, even in the support of what we deem erroneous
doctrines, and his general acquaintance, in which he is excelled by few, with the
science of political economy, give an importance to his errors, even greater than they
derive from the nature of the subject: since, if it can be shewn that even he could urge
in their defence no arguments which may not be satisfactorily refuted, the true
doctrines on this subject may be considered as placed beyond the reach of dispute.

There are three causes, to some one, or more, of which, the fluctuations in prices have
been attributed:

Ist. The alterations in the currency.

2dly. War, and the transition from war to peace.

3dly. The varieties of the seasons.

Mr. Tooke, in his excellent work on High and Low Prices, enters into a detailed
examination of these three suppositions; and arrives at the conclusion, that the

variations in prices were owing, in some degree, to the alterations in the currency, but
mainly to the seasons, and in no degree to war, except in as far as it tended to obstruct
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the supply of imported commodities. In this opinion we fully coincide. To take even a
cursory view of the evidence upon which it is founded, forms no part of our present
purpose, and we must be content with referring the reader to Mr. Tooke’s work._

Mr. Blake has adopted the theory of war demand: and upon this hypothesis, he
endeavours to account, not only for that portion of the fluctuations in prices, which
Mr. Tooke ascribes to the seasons, but even for that portion which Mr. Tooke (in
conjunction, we believe, with all other political economists, except Mr. Blake)
ascribes to the alterations in the currency. Mr. Blake, in fact, denies that any
depreciation whatever took place during the Bank restriction: and to prove this, is the
ostensible object of his pamphlet.

There can be no doubt, [says he,] that, subsequently to the restriction on cash
payments in 1797,@ every symptom that indicates an over-issue of paper circulation,
and an alteration in the value of the currency, has manifested itself. We have
witnessed a depression of the exchanges, to a degree, and for a continuance, that has
been unexampled. We have had the market price of gold exceeding the mint price, far
beyond the limits that could have occurred if the Bank had been paying in specie. We
have seen the legislature compelled to pass an act to make Bank notes a legal tender,
in order to prevent an avowed difference between payments in gold, and payments in
paper. And all this accompanied by a general rise of price in most of the articles of
consumable produce.

Now, I have no hesitation in admitting, that all the symptoms just enumerated, are
indications of an excess of currency, and of depreciation: and, further, that an over-
issue of currency could not exist for any length of time, without producing these
symptoms.

I have, however, perfectly convinced my own mind, that all the results above
specified, may have arisen from causes not necessarily connected with an alteration in
the value of the currency; and moreover, that such other causes are not hypothetical
merely, but have been in actual operation. (Pp. 3-4.)

These other causes, it seems, are to be sought for in the war expenditure of
government.

I have very little doubt that the whole of these appearances may be traced, and will be
found to have originated, in the enormous expenditure occasioned by the late war, the
extent of which has perhaps had no parallel either in degree or duration, and never
before has been combined with a restriction on payments in specie by the Bank. By
object is, to shew, that these effects not only may have arisen, but must have arisen,
from such an enormous and continued expenditure, although the currency had
remained in its most perfect state, and had been invariably kept to the due proportion
which it ought to bear in relation to the commodities to be circulated by it. (Pp. 4-5.)

In order not to perplex the argument, [he continues,] it will be advisable to divide the

subject into two distinct parts: in the first of which, I shall endeavour to prove that the
adverse exchanges, and the excess of the market price above the mint price of bullion,
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were mainly caused by the large foreign expenditure of government:—and in the
second, that the general rise in the price of all consumable produce was the necessary
effect of circumstances connected with the war, and the increased internal
expenditure of government. (Pp. 5-6.)

Mr. Blake has divided his work into two parts, corresponding with these two divisions
of his subject. As the second part is of far greater importance than the first, because it
includes the peculiar features of Mr. Blake’s theory, and because some of the fallacies
urged in it are very commonly received, we shall hasten to the discussion of it, after
bestowing upon the first part as few words as possible, beyond what is absolutely
necessary for a satisfactory exposition.

Mr. Blake ascribes the high premium on foreign bills to the increased demand for
them on the part of government during the war, for the purpose of foreign payments.
In corroboration of this theory, he states, that the news of Buonaparte’s landing from
Elba, produced in one day an advance of ten per cent in the price of bills, arising
solely from the anticipation of an increased government demand.@

It might be asked, Why, after the premium on foreign bills had risen so much as to
exceed the expense of transmitting bullion, when debtors would of course find it more
advantageous to discharge their debts by the transmission of bullion than of bills,
bullion was not sent abroad, and the equilibrium by that means restored? In answer to
this objection, Mr. Blake admits, that if the Bank Restriction Act had not then been in
operation, the process which we have described would actually have taken place. As,
however, no gold could be procured at the Bank, it was necessary to apply to the
bullion-broker; who would consider that, by exporting bullion, and drawing a bill
against it, which he could sell at a premium, he would gain the difference between the
premium and the cost of carriage. If, therefore, instead of exporting his bullion, he
consented to sell it to an exchange broker for exportation, it must be at a price which
would afford him at least equal profit. And thus, according to Mr. Blake, bullion rose
in price, and gave rise to the supposition that our paper currency was depreciated;
whereas in fact, it was not paper which fell, but gold which rose._

This reasoning, we fear, will not bear examination. There can be no doubt that an
absorption of bullion, either from a sudden government demand, or from any other
cause, may raise the price of bullion, and depress the exchanges for a few days, or
even for a few weeks; but it is well known by what process these effects are corrected.
A sudden enhancement of the value of the precious metals, which is tantamount to a
sudden fall in the bullion values of all commodities, infallibly remedies itself, by
causing an increase of exports, and a proportional diminution of imports. The steps of
this process are so very generally understood, that we shall not weary the reader by
tracing them. Mr. Blake himself does not call in question the general principle. But he
endeavours to prove this case to have been an exception. His argument principally
rests upon the obstacles thrown in the way of exportation by the anti-commercial
decrees of the French government. Because these obstacles greatly enhanced the cost
of conveying goods from this country to the continent, he assumes that they
counteracted the effect which the rise in the value of bullion would otherwise have
had in promoting exportation.
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Some estimate, [says he,] of the extent of these difficulties, and of the expenses of
sending goods to the continent, may be formed from the fact that during the Milan
decrees, the insurance against the risk of seizure in the ports of the Baltig could not be
effected for a less premium than from 20 to 30 per cent. (Note to p. 32.)_

The expense of exportation may have attained any amount, and the argument might
not be affected by it. The question is, not what was the expense, but whether the profit
exceeded the expense.

It is necessary here to call in some chronological considerations. Down to the year
1809, the difference between paper and gold was a mere trifle. So early as the close of
the year 1807, the obstacles to direct commercial intercourse between this country and
the continent, were as great as at any subsequent period. From these facts, two
inferences may be drawn. First, that, at a period when the alleged cause of a high
price of gold was in full operation, namely, a great foreign expenditure, combined
with great difficulties of exportation, the alleged effect nevertheless did not take
place, or, at least, only to a trifling extent; while two years afterwards, without any
perceptible increase of the cause, the effect sustained a great and sudden
augmentation; the price of gold having been, in April and May 1809, as high as £4.
10s. per oz. This renders Mr. Blake’s theory, to say the least, improbable: but there is
another consideration which, in our opinion, is still more decisive.

In the years 1807 and 1808, notwithstanding the enhanced expenses of transit,
exportation proceeded not only to its usual extent, but to an extent rather exceeding
the average of the preceding four years: as is apparent from the following table.

Total official value of exports from Great Britain in the Years ended
5th January, 1804, 1805, 1806, 1807, 1808, and 1809

Years ending 5th January Total value
1804 £31,578,495
1805 34,451,367
1806 34,954,845
1807 36,527,184
1808 34,566,571
1809 34,554,267[*]

[*]Cf. Tooke, Thoughts and Details, 2nd ed., Appendix to Part II, p. 1.

At the end of this period, it is to be observed, that the exchange was nearly at par, and
gold nearly at the mint price. Then came, according to Mr. Blake, a sudden rise of the
value of bullion, not only relatively to paper, but relatively to commodities: a rise, let
us suppose, of 10 per cent, equivalent to a fall of 10 per cent in the bullion values of
commodities. There can be no doubt, that if this 10 per cent were the whole of the
profit upon exportation, and the charges exceeded 10 per cent, no exportation could
take place. But, in the present case, the 10 per cent, instead of being the whole of the
profit, was exactly 10 per cent superadded, to a profit already sufficient.
Nothwithstanding the obstructions to commerce, goods could be exported and sold
with the ordinary profit, while they remained at their former value in the home
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market. It follows, that when goods fell 10 per cent below their former value, the
profit upon their exportation must have been increased by 10 per cent. They could
already be exported with the ordinary profit; they could now be exported with the
ordinary profit, and 10 per cent more. It will not be maintained, that an occurrence
took place which must necessarily have added 10 per cent to the profit upon
exportation, and that an increase of exportation was not the consequence. A rise of
three, two, or even one per cent, in the value of bullion, would have sufficed to
produce such an exportation of goods, as would have speedily sunk bullion to its
former level.

This reasoning appears to us conclusive. It proves that gold neither did, nor could,
experience a rise of any duration as compared with commodities, by reason of the
government expenditure. The conclusion, however, does not rest solely upon this
basis, strong as it is.

Let it be supposed for a moment, that gold rises in this country 10 per cent; or which
is the same thing, that all commodities fall 10 per cent, as compared with gold. This
effect would correct itself, partly, as we have observed, by promoting exportation; but
partly also by discouraging importation. If some commodities, which were before too
dear, are now cheap enough, to be exported; there are some commodities also, which
were imported before, but which, having fallen in the home, without falling in the
foreign market, can be imported no longer. The exports therefore would be increased,
the imports diminished, and gold would be imported, until prices, in both countries,
were restored to their former level. Suppose, now, that from any cause whatever, an
increase of exportation should become impossible: the same result which was
formerly brought about by two causes, increased exportation and diminished
importation, would now be brought about by the latter cause only. Merchants might
be prevented from exporting at a profit, but they could not be forced to import at a
loss. The imports must be diminished: and as the inducement to diminish them would
only cease, when the influx of gold had sunk the metal to its former value, a much
greater diminution would be necessary, than would have been required if the current
of gold had been swelled by an increase of exportation.

If then we were to grant to Mr. Blake the full value of his assertion, that the
obstructions to commerce prevented any increase of exports, the refutation would not
be, on that account, the less complete. He will scarcely contend that anti-commercial
decrees prevent commerce from being diminished, however much they may prevent it
from being increased. He may urge, indeed, that the imports were not in fact
diminished, or not to the extent which would have been necessary to restore the value
of gold. This we admit: and we regard it as a decisive reductio ad absurdum of his
own argument. It must, we think, be allowed, that if bullion rose in value, and the
exports were not increased, the imports must have been diminished. If then it be true
that the imports were not diminished, one of two things must necessarily follow.
Either bullion did not rise, or, bullion having risen, the exports were increased. Both
suppositions are equally fatal to the hypothesis of Mr. Blake.

If Mr. Blake should still hold out against arguments to all appearance so convincing,
there is one fact, which we think, even he himself will acknowledge to be decisive.
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In the years 1813 and 1814, all obstacles to exportation were removed; and in
consequence of speculations on supplying the continental market with goods which
had long been partially excluded from it, exportation was going on to an extent almost
unexampled. If, therefore, Mr. Blake’s theory be correct; if the high price of gold was
owing to the obstructions to exportation; we should expect that, in 1814, when those
obstructions were removed, gold would fall to its ordinary price. Yet so far was this
from being the case, that gold was in that year at its highest elevation, being nearly 25
per cent above the mint price. On what principles can Mr. Blake explain this? We
leave it for his consideration.

There is one fact, to which Mr. Blake attaches the greatest importance: we mean, the
sudden fall of the exchanges, on the news of Napoleon’s landing from Elba. This,
however, only proves what no one ever denied; that a great and sudden disturbance in
the ordinary state of the interchange between two countries, does not rectify itself all
at once. The fall of the exchanges was evidently owing to a speculation upon the
profit to be derived by supplying government with bills at a high premium, for
immediate transmission to the continent. It was a speculation such as no one who
could trace the connexion of cause and effect would have made, since it was easy to
foresee that the foreign payments would eventually be performed, by the
transmission, not of bullion, but of goods. Had the war continued somewhat longer
than it did, this would soon have been experimentally proved. But in consequence of
the speedy termination of the war, the foreign expenditure of government did not take
place to the extent which had been anticipated, and the exchanges and the price of
gold speedily returned to their former level.

The attempt, therefore, to prove that the high price of gold and the low exchanges
were the effect of war expenditure, in whatever light we regard it, appears equally
abortive.

Not content with maintaining his own position, Mr. Blake steps out of his way to
combat one of the most important principles in the theory of foreign commerce, as
laid down by Mr. Ricardo; a principle which, by the way, we are almost led to doubt
whether he fully comprehends.

Mr. Ricardo, whose opinions upon subjects connected with political economy will
always be received with the deference due to one whose writings have so much
contributed to the advancement of the science, entertains such very peculiar notions
on the subject of exchanges, that I do not see how he can attain a correct view of the
bearings of this question: for he seems to maintain, in all his publications, that the
variations of the exchange arise solely from the variations in the comparative value of
the currencies of different countries, and does not admit that the exchange is
dependent upon the balance of debts and credits. (P. 26.)

Now we will take upon ourselves to assert that Mr. Ricardo never maintained so
preposterous a doctrine, as that the exchange is not dependant upon the balance of
debts and credits. What he maintained was, that the balance of debts and credits
among the countries of the world, is dependant upon the comparative values of their
currencies, and in the ordinary state of the intercourse between one nation and
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another, when their mutual transactions are of a purely commercial nature, and when
neither goods nor gold are exported and imported for any other purpose than that of

deriving profit from them; the proposition of Mr. Ricardo, is, in our opinion, strictly

true. And this, we think, a very slight consideration will suffice to show.

There is a certain state of the precious metals throughout the world, to which they
have a constant tendency to approximate: a state in which their value, although not
equal in all countries, differs only in proportion to the unavoidable differences in the
cost of conveying them from the mines, and in which, therefore, they cannot be
exported from one country to another with advantage. When the precious metals are
distributed in this manner among commercial countries, their imports and exports
exactly balance one another, and the exchange is at par. Let us now suppose that the
exchange between England and some other country, say France, has become
unfavourable to England: and let us consider, what may be inferred. In the first place,
it is evident, that a balance of the precious metals is due from England to France.
England, therefore, must have imported more than she has exported: in other words, it
does not suit her to pay for the whole of her imports by means of goods. Now this is
in itself a proof that the habitual distribution of the precious metals has been
disturbed. Had it been otherwise, it would still have been, as before, more profitable
for England to pay for her imports in goods than in gold. She now exports gold;
formerly she exported goods only: gold, which was before a disadvantageous
remittance, has now become an advantageous one. One of two things, therefore, must
have happened: gold must either have fallen in England, or risen in France. In either
case, the variation in the exchange is caused by a variation in the comparative values
of the two currencies.

It does not enter into our present purpose, to refute all the objections which have been
brought against this theory; but one objection, which has been urged by Mr. Blake, as
it is extremely plausible, is worthy of a concise refutation.

It is easy to conceive an intercourse between trading nations of the following
description. England might send hardware to Spain, Spain might send wool to France,
and France send wine to England; in which case the respective debts and credits
would be liquidated through a circuitous remittance, known technically by the term
arbitration of exchange. The direct exchanges, however, between England and Spain
would be in favour of England; between Spain and France, in favour of Spain; and
between France and England, in favour of France. If these exchanges are to be
considered as indicating a corresponding difference in the value of the respective
currencies, it would follow that the currency of England was more valuable than that
of Spain; that of Spain more valuable than the currency of France; and the currency of
France more valuable than that of England: that is, A greater than B, B greater than C,
and C greater than A, which is evidently impossible. (P. 29, note.)

This reasoning, as it appears to us, is wholly founded upon a misconception of the
facts. The case is, that the exchange between England and Spain would not be in
favour of England, nor that between France and England in favour of France. The
exchange would, in all the three countries, be at par. And we are surprised that Mr.
Blake, who is not only an acute reasoner but a practical man, should not be aware that
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this would necessarily be the case. The exchanges in any country, in England for
instance, do not depend upon the balance of her commercial transactions with one
country, but upon the balance of her total commercial transactions with all countries.
England may export to Spain, without importing any thing in return: she may also
import from France, without exporting the value of a farthing to that country. But it
does not follow, either that her exchange with Spain would be favourable, or that her
exchange with France would be unfavourable. She would pay her debt to France with
bills upon Spain: and it is abundantly manifest, that if the balance due by Spain to
England, was exactly equal to the balance due by England to France, the supply of
bills would precisely equal the demand, and the exchanges would neither be
favourable nor unfavourable to England, but would be exactly at par.

The first part of Mr. Blake’s argument being now disposed of; we shall next turn our
attention to the second.

Having proved, as he thinks, that the high price of gold, and the depression of the
exchanges, do not afford any conclusive evidence of a depreciation, Mr. Blake
informs us, that the only remaining circumstance from which the existence of a
depreciation was inferred, the high range of general prices, remains to be accounted
for.

One of the causes which he considers to have been instrumental in producing this
phenomenon, is taxation: but, if we may judge from the very elaborate attempt which
follows, to trace up the greater part of the effect to a very different cause, Mr. Blake
himself does not attach much weight to the influence of taxation, in occasioning the
high prices. We shall therefore content ourselves with repeating a remark which has
been made by Mr. Tooke,@ and which is, on this point, a decisive answer to Mr.
Blake. The whole of the taxes, which existed during the war, including land-tax, tithe,
and poor-rate, with the exception of the income-tax, continued without any
diminution, down to the summer of 1822. The lowest point in the depression of prices
was thus attained, before a single tax, by which prices could possibly be affected, was
taken off. If taxation had raised prices, taxation would have prevented them from
falling. How can that be the cause of the high prices, which equally subsisted when
prices were at the lowest?

The cause, however, to which Mr. Blake principally ascribes the high range of general
prices, affirmed to have existed during the war, is a supposed extra demand, which he
considers to have been produced by the war ex%enditure of government. The
following is the substance of his argument:—[i

Upwards of five hundred millions of capital were borrowed and spent by government
from 1793 to 1815 inclusive. This sum was employed, partly in the purchase of
commodities, partly in the hiring of soldiers, sailors, and various other classes of
unproductive labourers. The large sums thus expended in the purchase of
commodities, would not, he thinks, have been so expended, but for the war; and he
considers it to have raised prices. The sum which was expended in the purchase of
labour raised wages; and the increased funds thus placed at the command of the
labourer, constituted in his hands an additional source of demand, which still further
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raised the prices of commodities. A strong stimulus was thus given to production, and
a great extension to consumption. On the peace, this stimulus ceased: the extra
demand generated by the war expenditure no longer had any existence: prices fell;
producers were ruined; and the consequence was, a great diminution of production.

Two fallacies are involved in this reasoning: first, that of supposing that expenditure,
as contradistinguished from saving, can by any possibility constitute an additional
source of demand: and secondly, that of conceiving that capital which being borrowed
by government becomes a source of demand in its hands, would not have been
equally a source of demand in the hands of those from whom it is taken.

A mass of capital which is lent to government, and an equal mass which remains in
the hands of the capitalist, are both consumed, and both, possibly, within the same
space of time. The difference is, that the first, when consumed, leaves nothing behind
it, the other, leaves in its place another capital not only equal, but greater: for, having
been productively consumed, it has been re-produced with a profit. Both, while the
consumption is going on, are equally sources of demand: but no sooner is the one
consumed, than the demand which it afforded ceases to exist: the other continues to
afford a demand, which instead of diminishing, continually increases, as often as the
capital is re-produced with a profit.

From this it may be seen, how fallacious every argument is, which proceeds upon the
supposition that a fund becomes a source of demand by being spent, while it would
not have become so by being saved. A loan is a mere transfer of a portion of capital
from the lender to the government: had it remained with the lender it would have been
a constant and perennial source of demand: when taken and spent by the government,
it is a transitory and fugitive one.

Mr. Blake maintains, that the capital borrowed by government is not removed from a
productive employment, but would have lain dormant in the hands either of the lender
or of some one else, in the shape of goods for which no market could be found. This
he considers himself to have proved by a species of reductio ad absurdum.@ The
argument is ingenious, and has only one defect, that of not touching the question. He
argues that if a sum amounting to upwards of twenty millions had been annually
withdrawn from productive employments,—if the whole of the five hundred millions
which were expended by government during the war, had been really subtracted from
the capital of the country, production would have been diminished to that extent,
wages would have been lowered, millions of people thrown out of employment, and
misery and desolation would have overspread the kingdom.

Such a state of affairs, [says he (pp. 53-4)] is not only utterly inconceivable, but is at
absolute variance with all our past experience. The funds which gave subsistence to
twenty millions of people, cannot have disappeared without our being aware of the
loss; and during a period when, instead of distress from want of employment, we have
witnessed the greatest activity in every department of industry, every symptom of
increasing capital, increasing wages, and increasing population, affording the
strongest evidence of prosperity and wealth. There must either be some gross and
radical error in the theory that leads to such absurd results, or, in making the
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application of the theory to the actual circumstances of the country, some material fact
must have been overlooked that has either corrected or mitigated the desolation that
would otherwise have ensued.

From this language it may be inferred, that Mr. Blake is ignorant of the arguments of
those whom he professes to refute. They have never contended that the capital of the
country was actually diminished to the extent of the funds spent by government. Their
assertion has always been, that the accumulation going on in the hands of individuals
was sufficient to counteract the effect of that wasteful expenditure, and to prevent
capital from being diminished. The same accumulation would have sufficed, but for
the government expenditure, to produce an enormous increase.

It being evident, that the capital expended by government is not a new fund suddenly
called into existence, but a fund which already existed, in the hands of the producers;
Mr. Blake is forced, as we have seen, to assert, that it existed in the form of goods, for
which there was no demand. This compels him to maintain the fallacy of the universal
glut: a fallacy of so much consequence, that a more than ordinary degree of attention
is required for its examination.

To avoid the suspicion of misrepresenting any part of Mr. Blake’s argument, we shall
quote it in his own words:—

The political economists of the present day have endeavoured to shew that profits
never permanently fall in consequence of the competition of capitalists, lowering
price by over-production. They admit that there may be a partial glut of particular
commodities, from miscalculation of the wants of the market; but that over-
production can never induce a general glut, and that profits will not fall from this
cause, but will be regulated by the rate of wages, and the rate of wages by the quality
of the last land taken into cultivation.

This doctrine, I think, has been pushed a little too far. It proceeds upon the assumption
that every addition to capital necessarily creates its own demand; but in applying the
theory to the actual circumstances of mankind, some inseparable conditions appear to
me to have been overlooked. It takes for granted, that new tastes, new wants, and a
new population, increase simultaneously with the new capital; a supposition which is
not consonant with the fact. The advocates of this theory contend, that demand and
supply are correlative terms, and must always exactly balance each other. That any
commodity being in excess proves the efforts of the capitalists to have been
misdirected, and that there must be a corresponding deficiency in other things.

Nothing can be more clear than that, in order to make a demand, you must have an
equivalent to offer in exchange. Something must be produced to demand with. In
other words, the terms demand and supply merely express that one sort of supply is
exchanged against another sort of supply. This is perfectly true as far as both sorts of
supply are wanted for consumption. If one set of capitalists produce a given quantity
of cloth beyond their own immediate wants, and another set of capitalists produce an
equivalent quantity of corn, also beyond their wants, the surplus quantity of corn may
be exchanged against the surplus quantity of cloth, and thus afford a profitable market
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to each other. But this proposition implies that there is not more corn and cloth in the
whole than the two classes of capitalists want to consume. If more than that is
produced, the surplus is absolute waste on both sides; and all the labour thrown away.
I shall be asked, no doubt, does not this arise from miscalculation on the part of the
producers? Undoubtedly it does, but it is not an excess of one commodity, and a
deficiency in another. It is an excess of both. Why then were the corn and the cloth
produced? For this plain reason: neither the corn grower, nor the cloth maker, could
know that there would be an excess, till the excess occurred. Each depended upon a
market, and was mistaken. If every thing could be foreseen, mankind would not
miscalculate, and there would be no overstocking of the market. But they do
miscalculate, and the market is overstocked. When savings are devoted to re-
production, each manufacturer employs the additional capital in fabricating that class
of commodities which he has been in the habit of making. But if there was already
more than sufficient, the addition must still further increase the excess. How is it
possible for this process to continue without a fall in prices, and a lower rate of profit
to the capitalist? (pp. 58-60.)

The argument which proves that there never can be that general want of market which
is described in the above passage, possesses a greater degree of cogency than is often
found in the moral sciences. It is not a deduction of probabilities. It possesses all the
certainty of a mathematical demonstration: for it is involved in the very meaning of
the words, demand and supply.

The demand of a country is made up of the demand of every individual in the country.
The supply of a country is the aggregate of the supply of every individual. If,
therefore, it can be proved, that every person’s demand exactly equals his supply, it
will be established that the demand of the whole country, and its supply, exactly
balance one another.

When an individual comes to market, he brings with him a supply consisting of all the
commodities which he has to dispose of. But he also brings with him a demand, of
exactly the same amount. His only reason for wishing to sell is, that he may be
enabled to buy. The means which he possesses of buying are measured by the
quantity of commodities which he brings to sell.

The same reasoning may be applied to a nation. The supply of a nation consists of its
commodities. But those commodities are also the measure of its purchasing power. A
nation, therefore, has always a power of purchasing, equal in amount to the whole of
the commodities which it has to sell._

Mr. Blake admits this argument to be unanswerable, provided it be granted, that new
tastes and new wants spring up with the new capital. We think it will appear, upon a
slight consideration, that this is a misconception of the state of the question. He has
assumed two things, first, that there is a limit beyond which human desires do not go,
a quantum of enjoyment which mankind do not wish to exceed; and secondly, that if
all their desires are satisfied, they will still continue to produce. We should be
prepared to dispute the first point with Mr. Blake; but we are contented to rest our
case upon the second.
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It would be absurd to suppose, that men would forego the satisfaction of present
desires in order to have the means of gratifying wants which they do not feel. New
tastes and new wants may, or may not, spring up with new capital; but it is quite
certain, that if a man continues to produce, he has either acquired new tastes and
wants, or some of his old ones still remain unsatisfied. Thus, for instance, taking the
case most favourable to Mr. Blake, that in which all mankind are supposed voluntarily
to confine their consumption to the necessaries of life; let us, with Mr. Blake, exclude
from the argument all commodities except corn and cloth. It is true, that the demand
of both sets of producers for corn and cloth is limited; and that if more is produced of
both commodities than they wish to consume, the surplus is absolute waste. But how
can we suppose than the corn grower, after he has produced as much corn as he
himself wishes to consume, and likewise as much as will enable him to purchase the
requisite quantity of cloth, will continue to take the trouble of producing for no
purpose?

The following is the plausible manner in which Mr. Blake disposes of this
argument:—

Whenever savings are made from revenue, it is clear that the person entitled to enjoy
the portion saved, is satisfied without consuming it. It proves that the industry of the
country is capable of raising more produce than the wants of the community require.
If the quantity saved is employed as capital in re-producing a value equivalent to
itself, together with a profit, this new creation, when added to the general fund, can be
drawn out by that person alone who made the savings; that is, by the very person who
has already shown his disinclination to consume. (P. 56.)

This argument refutes itself. For if it be correct, it proves that there can be no addition
to capital, without producing a glut. All accumulation is from saving. If it be true, that
he who saves shows his disinclination to consume, it follows, that an increase of
produce can never find a market, since no one else has the means of increasing his
consumption, and he who accumulates, has not the will. Every increase of wealth
would, on this supposition, be an increase of poverty. An argument which leads to
such a result cannot be without a flaw.

The fallacy of Mr. Blake’s argument lies in the last phrase. He who saves from
revenue, far from shewing any disinclination to consume that which he saves,
demonstrates conclusively that he wishes to consume not only that but more. If he had
not wished to consume it, he never would have produced it; but by abstaining from
consuming it, for the purpose of adding it to his capital, he shews, that he desires to
consume something more than it will purchase for him, and that in order to obtain this
something more, he is willing to forego the consumption of that which he saves. The
saving, therefore, instead of proving that the industry of the country is capable of
raising more produce than the wants of the community require, proves the direct
contrary. Men miscalculate, it is true; but it is concerning the desires of others, never
concerning their own. Every man knows what he himself wishes for. If any man
produces more, it must be because he desires more; not more cloth, or corn, perhaps,
but more of something: and if all produce more, it is because all desire more. The
requisites for demand are, the wish to consume, and the means of purchasing. By
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increasing their supply, they prove themselves to have the desire, and they obtain the
means, of consuming.

We, therefore, conclude, that the funds, which were appropriated by government and
spent during the war, were not lying dormant before that period for want of a market.
The only remaining supposition, then, since they were not a new creation, is, that they
must have been withdrawn from a productive employment; an employment in which
they were expended in the purchase of goods, and of labour, just as completely as
they afterwards were; and constituted fully as sufficient a source of demand.

Mr. Blake’s attempt, therefore, to prove that the government expenditure created an
extra demand for commodities and labour, a demand which would not otherwise have
existed, entirely falls to the ground; and with it, the whole of the theory which
ascribes to that expenditure the high prices which prevailed during the war.

In addition to the general arguments which we have now examined, Mr. Blake has a
number of facts, upon which we shall slightly touch; not for the sake of adding any
thing to the evidence upon which our opinion is founded, but to shew how utterly
fruitless are all attempts to prove, by particular facts, that which cannot be proved
upon general principles.

Mr. Blake asserts that the rate of interest has usually been high in time of war and low
during peace;@ and from this he infers that profits have been subject to the same law.
We admit the fact, as far as regards the rate of interest; but we are not equally
prepared to allow the correctness of the inference. The rate of interest is governed in
the long run, and on the whole, by the rate of profit; but from this rule there are
occasional deviations. When government comes into the market, year after year, and
takes off that floating capital which is usually disposed of in loans, the money market
is kept constantly under-supplied; and so long as this state of things continues, interest
may remain at a higher rate than the existing rate of profits would account for. Thus,
during the American war, when trade and profits were considered to be at a very low
ebb, the public funds were low, and the rate of interest high.

Mr. Blake also urges the eagerness for new speculation, as a proof that there may be a
general want of market:—

That capital exists in a dormant state, and is capable of being called into increased
activity by the application of the proper stimulus, there cannot be the smallest doubt.
Every day’s experience affords practical evidence of it. No sooner is a market, or
supposed market, opened at Buenos Ayres, or elsewhere, than cargoes to an immense
amount are shipped to take advantage of it. The trade with India is thrown open, and
instantly the different presidencies are glutted with English goods without any
diminution in the supply of the home market. (Pp. 66-7.)

Is it not clear that a period when the interest of money is low, as, from whatever

cause, it is at present, is precisely the period, when the tendency to all speculations
appearing to hold out a chance of high profits, may be expected to be the strongest?
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Mr. Blake, in various parts of his work, appeals to practical men.

The difficulty of finding employment for new capital is acknowledged by all practical
men. They continually feel and complain that every channel is full. [P. 60.] Examine
the evidence of Alderman Rothwell, Mr. Rous,@ and various other witnesses who all
agree, that, during the war, there was both greater production and greater
consumption. [P. 67.]

A reasoner must be hard pressed, when he is driven to quote practical men in aid of
his conclusions. There cannot be a worse authority, in any branch of political science,
than that of merely practical men. They are always the most obstinate and
presumptuous of all theorists. Their theories, which they call practice, and affirm to be
the legitimate results of experience, are built upon a superficial view of the small
number of facts which come within the narrow circle of their immediate observation;
and are usually in direct contradiction to those principles which are deduced from a
general and enlarged experience. Such men are the most unsafe of all guides, even in
matters of fact. More bigotted to their own theories than the most visionary
speculator, because they believe them to have the warrant of past experience; they
have their eyes open to such facts alone as square with those theories. They are
constantly confounding facts with inferences, and when they see a little, supply the
remainder from their own imaginations.

In this instance, the appeal to practical men, is peculiarly unfortunate: for the only
practical men whose authority is of any weight, those who join to their personal
experience a knowledge of principle, certainly range themselves on any side rather
than that of Mr. Blake.

In this class Mr. Tooke stands pre-eminent: and we observe, that the pamphlet before
us has elicited from this gentleman (in the second edition, just published, of his work
on High and Low Prices) a most complete refutation of the facts upon which Mr.
Blake’s theory is founded.@ He has proved, to our minds most conclusively, that of
scarcely any commodity whatever, except those which are the peculiar object of war
demand, naval and military stores, was there either greater production, or greater
consumption, during the war, than there has been since the peace. Production
increased, it is true; for even the almost boundless expenditure of the war, could not
altogether counteract the tendency to accumulation: but it was increasing equally fast
before the commencement of the war, and has increased much faster since its close.

Were the question to be decided by authority, Mr. Tooke might safely be set up
against Alderman Rothwell, Mr. Rous, et hoc genus omne. But he has not suffered a
single fact to rest upon his own authority. All his statements are given under the
sanction of official documents.

The following table contains a summary of Mr. Tooke’s statements. It is extracted
from the second edition of his work, p. 202: and shows the rate of the increase of
production during the twenty years of war, as compared with the rate of increase
before, and after that period:—
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Average Annual Amount of the Tonnage of British Shipping cleared out from the
different Ports of Great Britain, of the Official Value of Imports and Exports, of the
imported Raw Materials of some important Branches of Manufacture (deducting Re-

exports); of Tea sold at the East India Company’s Sales; of various Commodities

charged with Excise from 1783 to 1823, assuming 100 as the amount for the Ten
Years ending in 1792, compared with the Amount of the Population at different

Periods
BRITISH
SHIPS IMPORTED RAW MATERIALS
CLEARED OFFICIAL VALUES (DEDUCTING RE-EXPORTS)
ouT
Total Total British Imports Raw Tea
Tonnage . ded. re- Cotton Wool . Flax
imports exports exports exp. Silk sold
10
years 100 100 100 100 100 100 100 100 100 100
to 1792
3 years
to 1792118 113 122 125 117 137 129 118 117 118
10
years 104 149 167 152 127 159 197 97 133 148
to 1802
10
years 119 178 207 206 165 318 292 127 157 165
to 1812
10
years 172 207 298 310 183 535 640 230 198 183
to 1823
3 years 213 307 330 210 614 745 310 258 189
to 1823
COMMODITIES CHARGED WITH EXCISE POPULATION
Candles Soap
Beer Tallow Sperm Wax Hides Malt Hard Soft Bricks Numbers Years
10 years to 1792100 100 100 100 100 100 100 100 100 1790
3yearsto 1792 109 109 131 105 104 111 101 125 104 1795
10 years to 1802114 120 154 109 101 129 91 94 106 1801
10 years to 1812110 139 206 128 92 165 126 131 121 1811
10 years to 1823112 162 251 127 96 174 181 137 (141 1801
3yearsto 1823 114 178 254 128 104 230 215155

After what has been done by Mr. Tooke, we should not have thought it necessary to
say any thing farther, had our object been limited to the refutation of Mr. Blake. No
general reasoning could have added to the conviction which every one must feel, who
has perused Mr. Tooke’s detail of facts, that Mr. Blake’s theory is totally erroneous.
What cannot, however, be proved by any detail of facts, but which it is of the highest
importance to prove, is, that a state of war cannot, under any circumstances, generate
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an extra demand. This proposition can be proved only by general reasoning. If we
have done any thing to render the evidence for it more clear to the mind of any of our
readers, our end is attained.

It is, indeed, a most important proposition. For, although Mr. Blake contrives, by we
know not what process, to evade all the consequences to which his reasoning, if
correct, must necessarily lead, and to arrive by a round-about course at the very same
conclusions, as if he had started from directly contrary premises, we cannot expect
that his disciples, if he has any, will be equally careful to avoid drawing mischievous
inferences, where those inferences legitimately follow from the principles which they
acknowledge.

Mr. Blake protests (p. 85) against the supposition that he considers the Bank
restriction to have been practically beneficial. Yet the only ground upon which that
measure has ever been censured, is, that it caused the currency to vary in its value:
and Mr. Blake is of opinion, that instead of causing a variation, it prevented that
which would necessarily have taken place, if the currency had continued on a level
with its nominal standard. We ourselves, if we could believe the Bank restriction to
have had this effect, should be among the warmest of its defenders and supporters.
And we cannot but feel surprise that Mr. Blake should rank among its mischievous
consequences, that of preventing creditors from receiving a greater value than they
lent.

There is another and a still more mischievous effect, to which the conclusions of Mr.
Blake, should they ever obtain vogue, could not fail to be made subservient. We have
heard before now the fallacy of the universal glut adduced in justification of
enormous taxation, of extravagant government expenditure, and particularly of wars.
How convenient to all who are interested in these abuses, is such a theory as that of
Mr. Blake! Here, they may say, is a portion of capital, which, if it remains in the
hands of the producers, must lie dormant in the shape of goods, yielding no advantage
to the owners: let the government take it, to be expended in hiring soldiers and sailors,
and in purchasing naval and military stores; and a new demand will suddenly be
created for all sorts of produce; prices will rise, the producers will be enriched, the
labourers will obtain an increase of wages, industry will be vivified, and production
itself will be stimulated by that very expenditure, which the people, in their “ignorant
impatience of taxation,” believe to be a calamity.

These conclusions do not follow the less logically from Mr. Blake’s theory, that he
does not alarm us by stating them. If he really is not aware of the practical inference
from his doctrine, we hope that now, when his attention has been directed to it, he will
be induced to re-consider the grounds upon which that doctrine is founded. That such
a man should, at this time of day, stand forward as the supporter of refuted, and now
almost forgotten, errors, is greatly to be deplored: and we should feel pride, in
contributing any thing towards recalling to sound principles, one who ought never to
have been found on any other side.
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THE QUARTERLY REVIEW ON POLITICAL ECONOMY

1825

EDITOR’S NOTE

Westminster Review, 111 (Jan., 1825), 213-32. Unsigned; not republished. Original
heading: “Art. IX. The Quarterly Review, No. LX. Art. 1. On the Essay on Political
Economy, in the Supplement to the Encyclopaedia Britannica.” Running heads:
“Periodical Literature.—Quarterly Review./Political Economy.” Identified in JSM’s
bibliography as “A review of an Article on Political Economy in the Quarterly
Review—in the fifth number of the Westminster Review” (MacMinn, 6). The article
is not mentioned in JSM’s Autobiography;, it is identified as JSM’s in the Somerville
College copy, without corrections or variants.

The article in the Quarterly is by Malthus; the essay in the Britannica is by
McCulloch. JSM’s review is part of the continuing attack on the Quarterly and the
Edinburgh which helped establish the reputation of the Westminster. The tone of the
article suggests that JSM is being consciously ironical in accusing the “Reviewer”
(Malthus) of not being sufficiently Malthusian; there is, however, no external
evidence to support the suggestion.

The Quarterly Review On Political Economy

had this article been particularly good, we might have left it to work its way by itself.
Had it been bad, after the usual manner of the Quarterly Review, begging every
question on the side of power, we should not have thought it necessary to add any
thing to the exposure which we have already given of this branch of the aristocratic
logic. It happens, however, that while the article is as bad as might naturally be
expected, considering the quarter from which it comes, there are peculiarities in its
badness, which take it out of the ordinary run of Quarterly Review articles.

The object of the writer, as described by himself, is, to upset what he terms the “new
school of political economy;”u of which school he is pleased to consider the very
able essay_ which he has taken for his text, as the manual. His predictions, with
respect to the future fate of this school, are sufficiently appalling. He threatens them
with a downfal similar to that of the French Economists, between whose system and
theirs, he has discoverd that there is a remarkable similarity; a piece of information
which is as new to us as his menaces are alarming. We learn that they, to their
unspeakable confusion, have set at nought the wisdom of their ancestors, and “altered
the theories of Adam Smith upon pure speculation”@ (it would, indeed, have been
somewhat surprising if they had altered them on any other ground). It was fitting that
such unparalleled temerity should not escape unchastised. Happily, the old and
orthodox faith was not left altogether destitute, for our author remained. It was
reserved for him to carry back the science to its fountainhead—to restore the
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legitimate rule gf Adam Smith, or, as he afterwards expresses it, of “Adam Smith and
Mr. Malthus.”!

A writer who praises what 1s old and condemns what is new, is exactly suited to the
Quarterly Review; and, considering him merely in the capacity of a Quarterly
Reviewer, we are only surprised that he should have pitched upon Adam Smith as the
object of his idolatry; a writer who, whatever may be his other merits, cannot lay
claim to that of being two centuries old; and who not only did his utmost to promote
an object so alien to the conceptions and wishes of a Quarterly-Reviewer, as the
improvement of the great mass of mankind, but pursued that object by means which
he cannot but regard as abominable; by pointing out the defects of existing
institutions, and suggesting remedies. If it was absolutely necessary to have a system,
to set up in opposition to the new-fangled doctrines of later times, a purer source
might have been found from whence to derive it; and the writings of St. Athanasius,
St. Jerome, and St. Augustin, if read with faith, would, doubtless, have afforded
thirty-nine articles of political economy, untainted with the poison of modern sedition
and impiety. Unfortunately, however, man is presumptuous, and will use his reason,
unconscious that he is playing with edge-tools, and unmoved by the dangers with
which he is threatened by his masters in this world and by his pastors in the next. In
vain does the anxious tenderness of the Quarterly Review represent to him, that the
reason, on which he so arrogantly prides himself, was given by a benevolent
Providence on purpose to delude and mislead him; that the only safe standard of belief
is the faith of his fathers; and that, although the insufficient records of early times do
not permit us to mount up to the creation of the world, and ascertain what were the
opinions of Adam on the subject of political economy, it is our duty to approach as
near to that summit of orthodoxy as we can. Instead of listening to these pious
exhortations with the reverence and submission which they deserve, the reader breaks
out into a blasphemous laugh, and shuts the book; for we live in an incredulous age,
and we are even informed that there are some (we say it with horror) who doubt the
whole Athanasian creed, and dispute the divine authority of tithes. Being unable,
therefore, to do what they would, the Reviewers wisely content themselves with doing
what they can. Being unable to drag back the public mind five thousand years, they
are fain to try whether they can drag it fifty.

To do them justice, they resisted Adam Smith, as long as they could do so without
falling into utter contempt. When the reputation of the “Wealth of Natlons”[ I was not
so well established as it now is, they called it “a tedlous and hard-hearted book,
greatly over-valued, even on the score of ab111ty, lit considered man (they said) in
the light of a “manufacturing animal,” and estimated his importance by the gain which
can be extracted from him; nay, we almost shudder at the treatment which it inflicted
upon him, since it actually “plucked the wings of his intellect,” and “stripped him of
the down and plumage of his Virtues.”g Mr. Malthus, too, at that period surpassed, if
possible, even Adam Smith in criminality; and it was with difficulty that they could
find language adequate to express guilt of so black a dye. They described his
reputation as disgraceful to the age; they made a collection of the most approved
epithets, expresswe of all the varieties of wickedness or folly, and heaped them on his
devoted head._ Unfortunately, however, both Adam Smith and Mr. Malthus proved
too strong for the Quarterly Review; and now that the public mind has got beyond
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them, the Quarterly Review courts an alliance even with such monsters of depravity,
rather than tolerate that unholy spirit of progression which is so unhappily
conspicuous in the human species.

This, we say, is quite in character, and can surprise no one; and if the present article
had contained nothing more extraordinary, we should not have thought it worthy of a
lengthened notice in our pages. But this is far from being the case; and the article is
altogether so great a curiosity, that we could not refrain from drawing to it the
attention of our readers.

When we commenced the perusal, we were considerably startled at the remarkable
similarity of the style to that of Mr. Malthus himself; nor was our surprise lessened
when we found the Reviewer to be a professed advocate of several opinions, which
we had hitherto imagined to be held by Mr. Malthus exclusively. Whatever
suspicions, however, we might have formed at the beginning of the article, they were
effectually dispelled before we arrived at the close; nor was it long before we
discovered that this writer, under the mask of a devoted adherent of Mr. Malthus, is,
in reality, his concealed enemy, and affects to defend his doctrines, merely to have an
opportunity of exhibiting them and him in a ridiculous and contemptible attitude. In
this attempt, candour constrains us to own that he has completely succeeded: for the
article is precisely such as the bitterest enemy of Mr. Malthus would have wished him
to write; and the imitation is so close, that even we, who believe ourselves to be
tolerably well versed in Mr. Malthus’s writings, were, for a time, deceived by it. Not
having heard, however, that Mr. Malthus has yet publicly disavowed the opinions
which are here put forward as his, or disclaimed connexion with the Reviewer, whom
he probably deems altogether unworthy of his notice, we are apprehensive lest some
incautious reader, misled by the confident tone of the Reviewer, and by the air of
sincerity which finely characterises his irony, should unguardedly conclude that he is
in earnest, and should mistake this grave piece of raillery for a serious exposé of Mr.
Malthus’s opinions. Few persons are inclined to allow a larger scope to wit and
ridicule than ourselves; but when wit and ridicule assume so malignant a form, we
should be wanting in our duty, if we did not come forward to unmask the cheat and
put the public on their guard.

Among not a few other difficulties, however, with which we shall have to contend in
the execution of our design, one, and that one not the least considerable, is the
impossibility of making the malicious accuracy of the imitation perceptible to those
who are but imperfectly acquainted with the original; a description of persons
including, we are greatly apprehensive, a very considerable proportion of the public.
Few, we fear, of our readers can boast, like ourselves, of having effected the reading
of Mr. Malthus’s “Measure of Value,”[*_] and of his “Principles of Political
Economy.”@ It is indeed a task by no means lightly to be engaged in, and upon
which we cannot advise any person to enter without being aware what it is which he
undertakes. For if Mr. Malthus excels in any thing, it is not certainly in smoothing the
road to knowledge; and if any truths are contained in the works to which we have
alluded, they must be of the number of those truths which lie hidden in the bottom of
a well.
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On reflection, however, it occurred to us, that if few have read Mr. Malthus, it is only
the more necessary that some person who has read him should step forward to
vindicate his reputation from the calumnious insinuations of this pretended disciple;
who not only puts forward Mr. Malthus’s peculiar doctrines in such a manner as
actually to direct the assailant to all the points most open to attack; but affects to
consider as the opinions of Mr. Malthus, opinions utterly inconsistent with, and even
contrary to, those which that gentleman has always professed to hold: nor does he
stop here, but while he copies implicitly all the mistiness of Mr. Malthus’s style, he
never lets slip an opportunity of throwing in, by a side wind, some concealed joke at
Mr. Malthus’s expense.

Thus, because certain Political Economists differ somewhat from Mr. Malthus, he
dubs them the “new school,” thereby intimating, that Mr. Malthus’s doctrines are
exploded and out of date; and he takes a malicious pleasure in coupling Mr. Malthus
with Adam Smith; a compliment for which Mr. Malthus cannot be too grateful, as it
implies that all the discoveries of modern Political Economists are thrown away upon
him, and that he has not yet advanced beyond the founder of the science. It may
appear presumptuous to suppose, that so great a master of ridicule as this writer can
stand in need of any suggestions that we can give, for the better amusement of his
readers; but, we think, that in attempting to twist the systems of Mr. Malthus and of
Adam Smith into concordance, to be serious would have been by far the best joke
which he could have devised. The difficulty of serving God and Mammon is
proverbial, but it is a mere trifle in comparison with that of reconciling Mr. Malthus
and Adam Smith: the former difficulty, whatever it may once have been, the
experience of modern times has proved to be by no means insuperable.

The Reviewer proceeds, with well-feigned gravity, to criticise the doctrines of the
“new school.” To say that he attempts to criticise them without knowing any thing
about them, would be to say very little: since it would, on the contrary, be much more
surprising, were a Quarterly-Reviewer to be found, who did know any thing about any
subject which requires any intellect, or is of any importance to mankind. It is not,
therefore, the blunders of this writer, which we wish especially to be remarked, but
the sang-froid with which he lays all of them to the charge of Mr. Malthus, by
pretending to fight on his side, and to be the enemy of his enemies.

The main principles, [says he,] which more especially characterize the new school of
political economy, appear to be three.

1. That the quantity of labour worked up in commodities determines their
exchangeable value.

2. That the demand and supply have no effect upon prices and values, except in cases
of monopoly, or for short periods of time.

3. That the difficulty of production on the land is the regulator of profits, to the entire

exclusion of the cause stated by Adam Smith; namely, the relative abundance and
competition of capital. (Pp. 307-8.)
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He afterwards (p. 332) continues:

We are inclined, however, to think, that these differences may be still further
concentrated; and that it will not be incorrect to state, that all the peculiar doctrines of
the new system directly and necessarily flow from the first of these new principles;
namely, that the exchangeable value of commodities is determined by the quantity of
labour worked up in them. It follows directly and necessarily from this principle, that
neither the demand, compared with the supply, nor the relative abundance and
competition of capital, can have more than a mere temporary effect on values and
profits.

We have been accustomed to believe that political economy, which was left, even by
Adam Smith, in a state of great vagueness and uncertainty, had been raised to the rank
of a science chiefly by three discoveries: the principle of population, the theory of
rent, and Mr. Ricardo’s theory of foreign commerce. If these discoveries be thought to
constitute a school, Mr. Malthus must certainly be considered a leading member of
that school: of the first, and most important of the three principles which we have
named, he is generally believed to have been the discoverer; of the second he has
furnished one of the earliest expositions. Doctrines which make such havoc with the
faith of our fathers, might naturally have excited the wrath of the Quarterly Review:
and the duller geniuses among the orthodox, who cannot understand a joke, will
wonder that in a professed attack upon the “new school,” it should have passed over
the most essential doctrines of that “school;” but it is easy to see, that to refute their
opinions, or any opinions, was the last thing which this writer had any thought of: all
he sought was to ridicule Mr. Malthus, whom he wished to represent as actually not
knowing what their essential doctrines are.

As for the three propositions which the Reviewer has hit upon, to distinguish the “new
school” from that of Adam Smith and Mr. Malthus, the two last, as here stated, never
were maintained by them at all: while the first, into which he resolves both the others,
and which he holds up as the mos¢ important of all their doctrines, happens to be the
least important; and so far is it from being true, as he asserts, “that all the peculiar
doctrines of the new system directly and necessarily flow” [p. 332] from this
proposition, that not one of their doctrines, nor, so far as we know, of any other
doctrines, flows from it at all; it being, in truth, more a question of nomenclature and
classification than one from which any important consequences are deduced.
Granting, therefore, that the Reviewer has completely demolished these three
propositions—two of which, indeed, we freely concede to him—all the fundamental
principles of the “new school” remain untouched.

It must be owned, indeed, that Mr. Malthus is peculiarly sensitive on every thing
which regards his measure of value; a discovery, indeed, which he appears to cherish
the more fondly, as no one, except himself, seems to be capable of appreciating it: but
it is too much to attempt to persuade the public that Mr. Malthus is so wrapt up in the
importance of his supposed discovery, as actually to believe that these insignificant
disputes about value are the most important questions in political economy, questions
upon which every thing depends—questions of more consequence than the theories of
rent, profits, and foreign trade!

PLL v6.0 (generated September, 2011) 65 http://oll.libertyfund.org/title/244



Online Library of Liberty: The Collected Works of John Stuart Mill, Volume IV - Essays on
Economics and Society Part I

We will now go a little deeper into the subject, and see what this pseudo-Malthusian
has to say on each of the topics aforesaid. For this purpose we will follow his
example, and begin with the first of the three principles; “That the quantity of labour
worked up in commodities determines their exchangeable value.” [P. 307.]

The doctrine which our Reviewer comes out with, in opposition to this principle,
proves how accurately he has imitated his great original: for it is no less than Mr.
Malthus’s favourite doctrine, with which all who have read his “Measure of Value”
are familiar—that value depends upon labour and proﬁts:@ a proposition which he
supports in the following terms:—

If, for instance, a useful stone inclosure, built from materials on the spot, were
constructed in eight days by fifty common masons paid at half-a-crown a day, the
inclosure, when completed and fit for use, would, on account of the very small
quantity of profits concerned, be worth but little more than the labour employed upon
it, that is, 400 days, or, in money, fifty pounds. Now, if we suppose a pipe of wine to
be worth, when it is first put into the cask, exactly the same quantity of labour and
money, but that it is to be kept two years before it is used, and that the rate of profits
is fifteen per cent, it is obvious, that, at the expiration of that time, it must be sold at
about £65, or its value must be above 520 days instead of 400 days labour, in order
that the conditions of its supply may be fulfilled. We have here, then, two
commodities, which, by the hypothesis, have had the same quantity of labour
employed upon them, and yet the exchangeable value of one of them exceeds that of
the other above 30 per cent, on account of the very different quantity of profits
worked up in each.

Now let us suppose, that the rate of profits falls from 15 per cent to 6 per cent, then
the value of the article, in which profits had very little concern, would remain nearly
the same, the conditions of its supply being nearly the same; while the conditions of
the supply of the wine will have so essentially altered, without the slightest alteration
in its quality, that, instead of being worth about 30 per cent more than the walls, it
would now only be worth a little above 12 per cent more. (P. 310.)

Now this is all very true, but “we think we have heard all this before:” it is, in truth,
the old doctrine, about the influence of time on value; and we think our readers will
admit that it is at least as clearly and as forcibly stated in the following passage, as it
is by the Reviewer:—

It is hardly necessary to say, that commodities which have the same quantity of labour
bestowed on their production, will differ in exchangeable value, if they cannot be
brought to market in the same time.

Suppose I employ twenty men at an expense of £1000 for a year in the production of a
commodity, and at the end of the year | employ twenty men again for another year, at
a further expense of £1000, in finishing or perfecting the same commodity, and that I
bring it to market at the end of two years, if profits be 10 per cent, my commodity
must sell for £2,310; for I have employed £1000 capital for one year, and £2,100
capital for one year more. Another man employs precisely the same quantity of
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labour, but he employs it all in the first year; he employs forty men at an expense of
£2,000, and at the end of the first year he sells it with 10 per cent profit, or for £2,200.
Here then are two commodities having precisely the same quantity of labour bestowed
on them, one of which sells for £2,310, the other for £2,200.

Now, to what author does the reader suppose we are indebted for this passage? To Mr.
Malthus, or to Adam Smith? No: to Mr. Ricardo!_

So much for the novelty and importance of the Reviewer’s first objection to Mr.
Ricardo’s doctrine of value. His second objection is, that “the quantity of profits
which enters into the composition of commodities is greatl y increased in all cases of
an increase of fixed capital as compared with circulating:”_] this also, he himself
admits to be “universally acknowledged:”@ indeed, Mr. Ricardo says, “This
difference in the degree of durability of fixed capital, and this variety in the
proportions in which the two sorts of capital may be combined, introduce another
cause, besides the greater or less quantity of labour necessary to produce
commodities, for the variations in their relative value: this cause is the rise or fall in
the value of labour.” Principles of Political Economy [3rd. ed.], pp. 25-6.

So far, then, it seems, all parties are agreed; and further objection, under this head, our
Reviewer has none.

What then is this great question upon which we are to believe that the whole science
depends? simply, as we have already observed, a question of nomenclature: the
question, whether these facts, about which all are agreed, shall be contained in one
expression or another; whether this effect of time, and this effect of fixed capital, are
ultimately resolvable into labour, and are included in the simple expression that value
depends upon quantity of labour, or not: a question of pure curiosity, and of no
practical use whatever. Yet this is the question upon which our pseudo-Malthusian
pretends*to believe, that the whole of the peculiar doctrines of the “new school”
depend!_

It is very well, if a Reviewer chuses to make a great noise about nothing. It is no novel
practice, certainly, with Reviewers; and as little so with Quarterly, as with any other
Reviewers; but it is hard that Mr. Malthus should be held responsible for all the
ignorance and confusion of ideas which the Reviewer chuses to impute to him, and
should be deemed incapable of distinguishing between a question about words and a
question about things, merely to afford a good joke to a Quarterly-Reviewer.

We have already remarked, that the second of the three propositions which the
Reviewer puts into the mouth of the new school, “that demand and supply have no
influence on prices and values except in cases of monopoly, or for short periods of
time”,@ never was maintained by them at all. They not only allow that demand and
supply have some influence on value, but they assert that nothing else has any
influence whatever, except in as far as it may be calculated to affect either the demand
or the supply. When they say that cost of production regulates value, it is only
because cost of production is that which regulates supply. If there be two
commodities, produced by equal cost, what is the reason that they exchange for one
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another? The reason is, because if one of the two bore a higher value than the other,
when the cost of production is the same, the profits of the two producers would be
unequal, and it would be the interest of one of them to withdraw a portion of his
capital from his own business and transfer it to that of the other; thus increasing the
supply of the dearer commodity, diminishing that of the cheaper, until the equality of
values is restored: and restored, as the reader will observe, not in contradiction to the
principle of demand and supply, but in consequence of it. “It thus appears,” says Mr.
Mill (Elements of Political Economy, 2nd Ed. pp. 88-9) “that the relative value of
commodities, or, in other words, the quantity of one which exchanges for a given
quantity of another, depends upon demand and supply, in the first instance, but upon
cost of production ultimately, and hence, in accurate language, upon cost of
production entirely.”

It is true that a variation in productive cost frequently takes place, and produces a
corresponding variation in value, without any actual alteration of supply; that an
increase, for instance, of the productive cost of an article, raises its value without
necessarily diminishing the supply, because all the parties concerned, whether as
sellers or as purchasers, know that if the rise of value does not take place without a
limitation of supply, it must take place by such a limitation. If, for example, a duty of
a shilling per yard were imposed upon cloth, the dealers, in all probability, would
quietly lay an additional shilling upon every yard of cloth which they might sell; and
it would not necessarily follow that any capital would be withdrawn from the
manufacture of cloth; unless indeed the higher price had the effect of narrowing the
demand, which is not improbable, but is altogether extrinsic to the question.
Although, however, there would be no actual, there would even here be a potential
limitation of supply; upon which potential limitation, not only something would
depend, but every thing would depend; since cost of production itself would have no
influence on value without it.

It is usual, indeed, to say that a fluctuation in demand and supply cannot have more
than a temporary effect upon value: but this is merely because the fluctuation in the
demand and supply must itself be temporary, unless accompanied by a change in cost
of production. Could we suppose a permanent change in the proportion of the demand
and supply to one another, independently of productive cost, value also would
permanently vary, and cost of production would cease to have any influence over it.
This, however, is to suppose the absence of free competition: an element which, in
political economy, is always taken for granted unless otherwise expressed. There is
not the smallest foundation, then, for the assertion, that the “new school” deny that
values depend upon supply and demand.

But the malicious ingenuity of this Reviewer will not suffer Mr. Malthus to talk
common sense, even when he is on the right side of the question: and though he is
fighting shadows, yet even shadows baffle him, and drive him completely out of the
field.

He begins by saying, that demand and supply, though they have no influence on

labour, which is one fk)f the ingredients of value, have an influence on profits, which is
the other ingredient.u To this proposition we shall not say whether we assent or not;
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for this reason, that previously to committing ourselves for or against a proposition,
we usually endeavour to attach some meaning to it, which, in this case, we confess
our inability to do. We think we know what is meant by the influence of demand and
supply; the demand and supply of cloth have an influence on the value of cloth; the
demand and supply of corn have an influence on the value of corn; but what is meant
by “demand and supply” in the abstract, or what demand and supply it can be, which
has an influence on profits, is a mystery which we cannot fathom.

When it has been our fate to peruse any of Mr. Malthus’s lucubrations on the more
intricate subjects of political economy, we have remarked, that although they are in
general sufficiently obscure, yet if there is one part of them which is more obscure
than another, it is where he attempts anything like explanation or illustration. This
peculiarity of Mr. Malthus our satirist has very happily seized; and so invariably has
he adhered to the rule, that so soon as he begins to speak of throwing light upon a
subject, from that moment we lose all hope of ever understanding it. Thus, under
pretence of explaining the above proposition, which we thought had been of itself
sufficiently incomprehensible, he has contrived to throw as thick a mist round it as
would have sufficed to obscure the clearest demonstration in Euclid.

He begins by saying, that Mr. Ricardo has proved, that profits are determined by the
proportion of the whole produce which goes fo labour, this we at first thought we had
understood; for we have read Mr. Ricardo’s work, and we know that he has proved
that profits are determined by the proportion of the produce, which goes to the
payment of wages: but we soon found what an egregious mistake we had committed,
and how little we were capable of comprehending the fineness of our author’s satire.
This, he goes on to state, is “only one important step in the theory of profits, which, of
course, cannot be complete till we have ascertained the cause which, under all
circumstances, regulates this proportion of the whole produce which goes to labour,
immediate and accumulated.”@ Now, as he himself has expressly excluded (p. 309)
all consideration of rents, we were not a little puzzled by this last proposition; since,
in our humble conception, the whole of the produce, with the exception of rent, goes
to the payment either of immediate or accumulated labour—either of the labourer or
of the capitalist: it is evident, therefore, that in using the expression, “the proportion
of the whole produce which goes fo labour,”l he cannot have meant, the proportion
which goes to the payment of wages, but that in this mysterious phrase there lurks
some recondite meaning, to which the Reviewer, oracle-like, withholds from us the
key.

To ascertain, then, what it is which regulates the proportion of the whole produce
which “goes to labour,” is his next object. The prevailing opinion he declares to be,
that it depends upon the “greater or less demand for labour,”E compared, as we
suppose, with the supply: in short, that wages depend upon the ratio between
population and capital. This, however, we learn to be a vulgar error: the proportion of
the produce which “goes to labour,” really depending not upon the demand and
supply of labour, but upon the demand and supply of produce. “The specific reason
which occasions a larger or smaller proportion of the produce of a given quantity of
labour to go to labour, is the fall or rise in the value of the whole produce of such
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labour, resulting from the temporary or ordinary state of the supply, compared with
the demand” (pp. 315-16).

We had been accustomed to believe, as we thought on pretty good grounds, and
certainly in conformity with the doctrines of Mr. Malthus, in his Essay on
Population,@ that the ratio between population and capital had been the regulator of
wages: but we now learn it to be the value of the whole produce. Our satisfaction at
the receipt of this new and unexpected information is greatly alloyed by the difficulty
of comprehending it. We can understand what is meant by the value of cottons;
namely, the quantity of other commodities for which a given quantity of cottons will
exchange: we can understand in what manner cottons may rise or fall in value;
namely, when a given quantity of cottons comes to exchange for a greater or less
quantity of other commodities than before: but what is meant by the value of the
whole produce, or how the whole produce of the land or labour of a country, or of the
world, can be said to rise or fall in value, is a problem, of which we must leave it to
wiser heads than our own to discover the solution. Value is a relative term: if it is not
this, it is nothing: if any one talks about absolute value, or any other kind of value
than exchangeable value, we know not what he means. One commodity may rise or
fall in value, with respect to another; all commodities cannot rise or fall in value, with
respect to themselves.

The Reviewer, however, thinks it incumbent upon him to know better, and the reader,
we are sure, will join with us in admiring the originality and relevancy of the fact
upon which his theory is founded. If cottons, says he, fall in value from abundant
supply; of the cottons produced by the same quantity of labour, a greater proportion
will be required to pay for that labour, and a smaller proportion will therefore remain
for the capitalist; and, on the other hand, if cottons rise in value, from a diminished
supply, a smaller proportion will suffice to pay the labourer, and a larger proportion
will remain as profits to the capitalist.@ This is not only in itself altogether novel and
of the highest importance, but seems to prove that (strange to relate!) the producer is
benefitted by a high price of his goods—injured by a low one. The Reviewer next
proceeds to generalize upon this grand discovery. The proportion, says he, of the
whole produce which goes to labour, depends upon the value of produce.@ We at
first regretted that he had not condescended to unfold to us the hidden process by
which such a conclusion is drawn from such premises; but we speedily consoled
ourselves with the reflection, that we have not lost much, since if he had, it is
probable that we should not have understood him; nor, indeed, is there any just cause
for wonder, that we should be unable to understand how a proposition is proved, when
we cannot even comprehend the proposition itself.

In this chain of words, for we will not call them arguments, the experienced reader
will not fail to recognize an exaggerated likeness of Mr. Malthus. Our anxiety,
however, to convince him that we do not purposely conceal from him the connexion
of ideas, but that we really give him the benefit of whatever meaning we can extract
from those outward and visible signs of inward ideas, which, like other signs,
frequently show themselves, when the reality which they are supposed to indicate
does not exist, has induced us to withhold from him the best part of the joke; namely,
a disquisition, of and concerning the “measure of value,” which the Reviewer has
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contrived to intermix with the above exposé, as a remedy apparently for its
unnecessary clearness. The disquisition itself certainly leaves no reason for complaint
on the score of too great perspicuity; nor indeed on that of logic; from the rules of
which, this writer holds himself completely exempt. He begins by laying down as a
principle the proposition which he has undertaken to prove; and though this one
assumption ought in all conscience to have been sufficient, he does not stop here, but
bravely reiterates it in a variety of shapes in every succeeding sentence to the close.
The proposition, and the logic by which it is proved, are worthy of one another; and
there could not be a more bitter piece of satire, both upon the principle itself and upon
its author.

We now approach the third of the propositions which “more especially characterize
the new school of political economy.”@ This is, as our readers have already been
informed, “that the difficulty of production on the land is the regulator of profits, to
the entire exclusion of the cause stated b}y Adam Smith, namely, the relative
abundance and competition of capital.”!

That the “new school” do not believe the “relative abundance and competition of
capital” to be the regulator of profits, is no doubt true; nor do they even comprehend
how there can be such a thing as competition of capital, unless it be competition for
labour. Adam Smith supposed, that, when capital increased, the competition of
capitalists induced them to lower their prices, and, by a necessary consequence, their
profits. The “new school” dissent from this doctrine; first, because prices depend not
upon the competition of capital, but upon the quantity of money in the country,
compared with the quantity of commodities to be circulated, and the rapidity of
circulation; and secondly, because, even granting that, as Adam Smith supposes, all
prices would be lowered, profits would not be affected; for this very reason, because
all prices would have fallen; in consequence of which every capitalist would be able
to command, less money, it is true, but precisely the same quantity of all commodities
which he desired to purchase, as before. The competition of capital, therefore, can, in
no conceivable manner, operate to lower profits by lowering prices: and here Mr.
Malthus is just as far from agreeing with Adam Smith as Mr. Ricardo himself. That
there may be, and always is, a competition of capital for labour, is most true: this is
the only competition of capital which Mr. Malthus acknowledges; and this
competition has undoubtedly a tendency to raise wages, and, therefore, to lower
profits; the limit to the rise of wages being the ratio between capital and population;
wages, therefore, depend upon the ratio between population and capital, and profits
depend upon wages: and this is the real doctrine of the “new school.” Where the
Reviewer found the doctrine, that “the difficulty of production on the land is the
regulator of profits,” he himself best knows.

The satire is here less refined than usual; for even had Mr. Malthus been capable of so
grossly misunderstanding the doctrines of his opponents, he would scarcely, in that
case, have been so simple as to expose his ignorance by quoting. Yet this the
Reviewer has done (p. 320). “This principle” (that the difficulty of production on the
land is the regulator of profits), “which is adverted to in various parts of the treatise”
(meaning Mr. McCulloch’s Essay on Political Economy), “is broadly laid down in the
last section of the third division, in the following passage.” A quotation follows; in
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which, after an attentive perusal, the passage most like the above proposition, which
we can find, is the following:—

“The fall of profits, which invariably takes place as society advances and population
becomes denser, is not owing to competition, but to a very different cause; to a
diminution of the power to employ capital with advantage, resulting either from a
decrease in the fertility of the soil which must be taken into cultivation in the progress
of society, or from an increase of taxation.”@

Here is a manifest insinuation, that Mr. Malthus is not only ignorant of the most
elementary principles of the science, but that he is unable to understand a plain
statement, conveyed in plain language. It is evident enough that Mr. McCulloch, in
the above passage, not only did not assert that the difficulty of production on the land
is the sole regulator of profits (if he had he would have been the first man who ever
maintained so preposterous a doctrine), but never intended even to speak of any
fluctuation in profits, excepting that fall “which invariably takes place as society
advances, and population becomes denser;” that his meaning, in short, was, that
whatever other causes might affect profits by affecting wages, there is one cause,
namely, the increasing difficulty of producing the necessaries of the labourer, which
must always ensure a rise of wages, and a consequent fall of profits, as population
increases and cultivation is extended. Does the Reviewer deny this? Mr. Malthus
surely does not.

We pass over all that the Reviewer says, to prove that corn wages are not the same at
all times and in all places; never having heard of any body who asserted that they
were, we think that he might have spared this portion of his labours. It is just as little
to the purpose, that he triumphantly asks, how the fall of profits, which has taken
place during the last eight or nine years, can be ascribed to the difficulty of production
on the land; as if it had ever been asserted, that profits could never fall from any other
cause. But mark how the Reviewer himself accounts for the fall of profits. “What,
then,” says he, (p. 323) “was the cause of the fall of profits? It was obviously a fall in
the value of produce!” and not only this, but “a fall in the value of produce, owing to
the abundance and competition of capital!”

The reader probably thinks that we have said enough on the subject of the “value of
produce;” but it is here that, for the first time, we get an incidental glimpse of what
the phrase is intended to mean. This inveterate wag, who will never have done jeering
Mr. Malthus, contrives once more to bring in our old acquaintance, the “measure of
value.” By a fall, it seems, in the value of produce, he all along meant a fall in the
exchangeable value of commodities, relatively to labour; in short, what any one else
would have called a rise of wages: which is precisely the cause to which the “new
school” ascribes the fall of profits. It is not to be supposed, however, that Mr. Malthus
and the “new school” can be permitted to agree, on any one point. The sallies of our
author’s wit here become particularly lively. Only mark the figure which Mr. Malthus
is made to cut, by this pretended disciple. This abundance and competition of capital,
says he (p. 323), lowers profits by occasioning a different division of what was
produced, and awarding a larger proportion of it to the labourer, and a smaller to the
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capitalist. Yet, though the labourer obtains both a greater quantity of commodities,
and a greater proportion, he does not obtain higher wages.

Innumerable facts concur to show, that this increased proportion awarded to the
labourer continually takes place without being accompanied with any circumstances
which indicate either an increased demand for labour, or an increase in the value of
the same quantity of labour. (P. 325.)

It is universally allowed, that the money price of corn and commodities has fallen
during the last nine years more than the money price of labour; and while the
merchant sees, that on this account the workmen whom he employs are paid a larger
proportion of the commodities which they produce, we believe that there is not a
single unsophisticated person in business who would not at the same time
acknowledge, that this was not owing to the scarcity and increased demand for labour,
but to the abundance and cheapness of the commodities produced, occasioned by the
abundance and competition of capital in every department of industry. (Pp. 324-5.)

Nothing can be droller than the whole of this passage; nor any thing more
sarcastically humourous than the appeal to “unsophisticated persons in business.” It
only remains to intrust some competent person with the privilege of determining what
“persons in business” are unsophisticated, and what the reverse; a privilege which he
seems to think can be confided to no one, with so great propriety as to himself.

But this inveterate enemy of Mr. Malthus is not even yet satisfied; and having already
made him, for the sake of his “measure of value,” explain away almost all the
fundamental principles of the science, he next proceeds to make him explain away the
principle of population itself. Mr. McCulloch had said, that an increase of capital, if
unaccompanied by an increased difficulty of producing the necessaries of the
labourer, is not likely to occasion a permanent fall of profits; because, by raising the
wages of labour, it stimulates the increase of population, so as, in all probability, to
lower wages, and raise profits to the same rate as before. This opinion the Reviewer
now finds to be erroneous: an increase of capital, provided it comes upon a slack
demand for produce (that is, an eagerness on the part of the labourers to toil; none to
enjoy), does not stimulate population.@ True it is, that it gives more and better food,
clothing, and lodging, more necessaries, comforts, and enjoyments, to every labourer;
which we had hitherto believed to be the only way in which a rise of wages could
possibly stimulate population; but the labourers, to whatever degree better fed,
clothed, and lodged, will not multiply. For why? because there is a slack demand for
produce, and because they have not got a greater value than before.

It would have been satisfactory had the Reviewer informed us in what manner, upon
this principle, a rise of wages can by possibility take place at all. If wages cannot rise,
unless the labourer gets a greater value for his labour, and if commodities can never
have a greater value unless they can command more labour, the supposition of a rise
of wages involves a contradiction; since, whatever quantity of food, clothing, and
lodging a day’s labour may command, it can never command more than the value of a
day’s labour. Although, however, it is not possible for wages to rise, it is possible for
them to fall; and (what is somewhat remarkable), it is when the labourer obtains the
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greatest quantity of necessaries, comforts, and enjoyments, and the greatest proportion
of the produce, that his wages are lowest. The supposed increase of capital, instead of
increasing, as we should have expected, the demand for labour, actually diminishes it,
“and the mass of these funds would not be adequate to set so many people to work as
before” (p. 327). Now we have shewn that whatever is true of an increase of capital
under the circumstances supposed, must necessarily be true of an increase of capital
under any circumstances. If, therefore, capital continues to increase, and wages to
rise, the demand for labour will continually diminish, and we may in time expect to
see capital so plentiful and wages so high, that there will be no demand for labour at
all! At the close of this lucid exposition, the Reviewer cracks a bitter joke upon Mr.
Malthus. “The theory on the subject,” says he, “is very simple and clear.”i The
reader, perhaps, thinks that the Reviewer himself has afforded as striking a proof as
could be desired of the clearness and simplicity of the subject; since, in spite of all his
attempts to explain it, he has not succeeded in rendering it altogether unintelligible.

Although the three great fortresses of the “new school” are now utterly demolished,
there remain, it would appear, certain outworks, from which it is still deemed
necessary to dislodge them. One of these is the doctrine of the impossibility of a
general glut. Having gone into this question at some length, in the article on War
Expenditure in our third number,@ we shall not at present repeat the arguments
which we then urged; but the contrary side of the question is here supported by an
argument which, for its strictness and relevancy, is worthy of notice. Mr. McCulloch
having said that for every excess in one commodity there must be a deficiency in
another,@ the Reviewer observes, that this strikes him as peculiarly illustrative of the
impracticability and inapplicability of some of the doctrines of the new school.

For, [says he,] we would appeal to the experience of every person who, without being
biassed by some previous prejudice, had turned the smallest attention to the subject,
whether at the time when a general glut was talked of, there was the least ground for
the assertion, that, although the state of the trade in cottons was ruinous, the capitalist
engaged in making broad cloths or silks, or some other article which would absorb a
large capital, was in the most prosperous and flourishing state, and inviting additional
stock by high prices and high profits. This assertion of corresponding deficiency, as
applied to what is known to have taken place since the peace, appears to us, [he
facetiously observes,] as strange as if it were gravely asserted, that every man in the
streets of London who was observed to have his head covered, would be found upon
examination to have his feet bare. . . . We will venture to say, no one ever heard, as a
matter of fact, from competent authority, that for some years together since the peace
there was a marked deficiency of produce in any one considerable department of
industry. (Pp. 329-30.)

The naiveté with which he thus proposes to rebut demonstration by testimony, is truly
amusing. There is nothing, says Cicero, so absurd as not to have been maintained by
some philosophers;@ and it may be said with equal truth, that in political economy
there is no opinion, however absurd, whether on a question of fact or of principle,
which may not easily be proved from “competent authority.” We are bold enough,
however, in spite of “competent authority,” to think that every one desires to consume
to the extent to which he produces. If he did not wish to consume either that which he
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produces or an equivalent, he would cease to produce. But the demand of the
community is made up of the demands of individuals: and if every individual have a
demand exactly equal to his supply, so also must the demand of the whole community
be equal to its supply. To say that there can never be a greater sum total of
commodities produced than the community wishes to consume, is merely to say in
other words, that people will not consent to labour without a motive. The
commodities, therefore, which are produced, cannot, collectively considered, be in
excessive quantity, though they may be of the wrong kind. Too much may be
produced of one commodity; because, though all want some commodity, all may not
want that commodity. But as there cannot be an excess on the whole, if there be too
much of one commodity, there must be too little of another. This reasoning is so clear
and convincing, that the idea of disproving it by a reference to “competent authority”
could have occurred to no one but a Reviewer, who wishes to aim a side blow at the
cause which he professes to defend, and in behalf of which he insinuates (in this
instance justly) that there was nothing better to be said.

There is an attempt to prove, in opposition to Mr. McCulloch, that labour, employed
in agriculture, is more productive than labour employed in any other branch of
industry;@ which, if it be meant as a joke, is so very dull a one, that if we could
reconcile ourselves to a supposition which speaks so little for his intellect, we should
be half inclined to suspect that the writer is in earnest. By wealth, we can understand
nothing but necessaries, comforts, and enjoyments. How is it possible to say whether
agriculture, or manufactures, be most productive of wealth? unless it is pretended to
determine whether food or clothing be most essential to the happiness of man. But
manufacturing capital, it seems, yields no more than the ordinary profits of stock;
while agricultural capital yields not only profits but rent. True; but rent (if Mr.
Malthus’s explanation of it be correct) is the effect, not of the greater fertility of the
soil, but of the unequal fertility of different soils; not of the superior productiveness
of agricultural, over every other capital, but of the unequal productiveness of one
agricultural capital and another. So far is rent from being a proof of the superior
productiveness of agriculture, that rent is highest when the productiveness of
agricultural capital is the least; and when that productiveness is greatest, that is, when
none but the best land is in cultivation, and when the return to capital from that land is
at its highest, there is no rent at all. At that time, according to the Reviewer, the
productiveness of agricultural and manufacturing capitals should be equal, and it is
afterwards that they become unequal: but in what manner? Does agricultural industry
become more productive, or manufacturing industry less productive? Quite the
contrary. As cultivation advances, the capital first applied to the land does not become
more productive than at first, while all capital subsequently applied is less so; nor is
the productiveness of manufacturing capital diminished, but, on the contrary, it is
probably increased by the invention of machinery and other expedients for abridging
labour. If, then, at a time when there is no rent, agricultural capital, even that portion
of it which yields the greatest return, is not more productive than capital employed in
manufactures, it is difficult to see how the case should be altered by a mere change in
the distribution; when the whole produce is no longer retained by the capitalist, but a
part of it is given to the landlord.
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We are aware, that, by arriving at this conclusion, we have laid ourselves open to the
charge of “sweeping generalizations,” which our author deems “fatal to all clear
explanation” (p. 306). However well-founded this censure may be, we think our
remarks may bear, to say the least, a favourable comparison with his, in this respect;
for, whatever may be our propensity to “sweeping generalizations,” we doubt whether
we have produced any thing so “fatal to all clear explanation” as some of his
paragraphs. We have already had occasion to remark on the peculiar taste which this
gentleman seems to entertain for the incomprehensible; we might easily have adduced
a greater number of specimens, but we have not room to transcribe the whole article
into our pages. If, indeed, it be a merit to puzzle what is plain, to render intricate that
which is simple, obscure that which is clear, and difficult that which is easy, it would
be hard to find, in the whole circle of Political Economists, one with whose merits he
might not vie.

But our readers have probably had enough of this merry writer; and so have we. We
cannot, however, conclude, without expressing (together with our sincere gratitude for
the amusement which he has afforded to us) our anxiety (which, we hope, he will not
consider unpardonable) to know whether he excels as highly in the serious as he does
in the jocular mood. We hope that his genius will not prove to be of that kind, which
can shine only in a single department of the field of human attainments. Having
shown, when he unbends himself, and condescends to be facetious at the expense of a
brother economist, what a pitch of perfection he can attain; perhaps, when he next
takes up the pen, to indite an article for the Quarterly Review, he may agreeably
surprise us by writing common sense.
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THE CORN LAWS

1825

EDITOR’S NOTE

Westminster Review, 111 (Apr., 1825), 394-420. Unsigned; not republished by JSM.
Appears, presumably without his permission, as an Appendix to Godfrey Higgins, An
Address to the Houses of Lords and Commons, in Defence of the Corn Laws (London:
Sherwood, Ridgway, 1826), 38-60; Higgins attempts to refute JSM’s argument, and
incidentally attacks James Mill. Original heading: “Art. VI. A Letter on the Present
State and Future Prospects of Agriculture. Addressed to the Agriculturists of the
County of Salop. By W. W. Whitmore, Esq. M.P. Second Edition, with some
Additions. Hatchard and Son. 1823. pp. 111. Observations on the Existing Corn
Laws. By John Hays. London. Richardson. 1824.” Running head: “The Corn Laws.”
Identified in JSM’s bibliography as “An article on the Corn Laws . . . in the sixth
number of the Westminster Review” (MacMinn, 6). This article is not specifically
mentioned in JSM’s Autobiography, but he refers to “corn laws” as one of his special
subjects in the early years of the Westminster (Autobiography, Columbia ed., 68). The
article is identified as JSM’s in the Somerville College copy, without corrections or
variants.

The Corn Laws

if the task of the philosopher and of the philanthropist were at an end, when the great
truths which he teaches have been once demonstrated, and their bearings upon the
great interests of mankind once pointed out, it might appear superfluous to return, at
the present day, to so hackneyed a subject as the impolicy of our Corn Laws;@ for,
after the thorough sifting which this question has repeatedly undergone, and
particularly after the very able manner in which it has so frequently been handled in
the Edinburgh Review, it would be vain for us to hope that we could add any thing to
what is known on the subject; and we can scarcely aspire even to the humbler praise
of presenting in a new light that which is already known. We shall not, however, be
deterred from calling the attention of the public once more to so important a subject,
because it may be that we shall say nothing which they have not heard before. It is not
enough that they should be made to think on the subject; they must be made to think
of it continually; there must be “line upon line, and precept upon precept;”@ and it
will then be time to think that enough has been said, when that which Aas been said
shall have begun to be acted upon. We are far, indeed, from supposing, that among
the enlightened and thinking part of the public, there are, or will ever be hereafter, two
opinions on the question: and if we now revert to the subject, it is not with any hope
of rendering their conviction stronger than it is, but because, in order to triumph over
the prejudices of the interested and the ignorant, it is necessary that those who are
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without prejudice should proclaim their opinions with a loudness and perseverance
which may overawe those whom they cannot hope to convince.

There is one part of the argument, however, which, at this time of day we hope and
believe that we may safely omit. It will scarcely, we imagine, be any longer deemed
necessary to demonstrate the beneficial tendency of free trade in general, or to prove
that it is for the interest of a nation to purchase its commodities where they are cheap,
and not where they are dear. Self-evident as this proposition may appear, it is one of
the most modern of all modern discoveries, and has had to make its way against all
the resistance which strong interests and still stronger prejudices could oppose to it. It
has made its way, however; and has penetrated even to the cabinets of ministers,
usually the last retreat of thread-bare*and discarded errors. And, unless the honourable
member for Sussex be an exception,_ we are not aware that there is now any one who
stands up for the principle of monopoly in the abstract, or maintains that a nation can
grow rich by paying a high price for its goods. It is something gained for enlightened
principles, that every one should acknowledge freedom to be the general rule, though
almost every one should make an exception in his own favour.

Two things, therefore, may be assumed: that it is desirable that commodities should
be cheap; and that the sure way to have them cheapest, is to let the public buy them
wherever they please. It may likewise be assumed, that the effect of the Corn Laws is,
to make corn dear; since this is the sole purpose for which they exist, and is
necessarily implied in every defence which can be set up for them. It remains to be
considered, what reason there is why that which would be an evil in the case of any
other commodities, should, in the case of corn, be regarded as a good; or, if it be an
evil, by what preponderant benefit the evil is compensated.

It is compensated by that which, in the eyes of the landlords, is a benefit far
outweighing the evil to the community—high rents. That whatever raises the average
price of corn, raises rent, is a proposition so conformable to ordinary ideas, that we
are under no inducement to spend much time in proving it. A rise in the price of corn
must evidently redound to the benefit either of the farmer or of the landlord. But the
farmer is effectually prevented, by the competition of other capitalists, from obtaining
more than the ordinary profits of stock. The benefit, therefore, of the increase of price
can belong to nobody but the landlord. Or, more shortly, rent is all that portion of the
produce of the soil which remains after replacing the capital expended, together with
the ordinary profit: and this surplus must obviously be greater when corn is dear (the
quantity of corn being the same) than when it is cheap.

So far, then, the question, between the people on the one side and the landlords on the
other, would appear to be this—whether it is better that the landlords should submit to
a reduction of rent, or that the whole people of Great Britain should pay a high price
for their corn: whether, in short, the landlords can make out a case for taxing the
community to put money into their pockets? And this, as being the aspect of the
question most favourable to the landlords, is that which we shall first consider.

The language which we usually hear from the landlords on this question is not
remarkably definite or precise, and presents little that is tangible in the form of a
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reason why their interest should be preferred to that of the public at large. Instead of
proving (what their language implies) that rich landlords are more conducive to the
happiness of the community than cheap corn, they talk vaguely about the necessity of
protecting agriculture: thus endeavouring to make the public forget that this idol
called agriculture, when narrowly inspected, proves to be no other than themselves.
This artifice of identifying themselves with an abstract term is not without example.
When the Roman Catholic priesthood attempted to establish their supremacy over the
civil power, they said it was for the good of religion: it was for the good of nobody
but themselves. If Ferdinand the 7th is to be believed, it is for the sake of social order
that he is now labouring to clear his country of all the educated part of its inhabitants:
and indeed so it is in his sense of the word, which makes social order synonymous
with his own despotism. It might, perhaps, be admitted, that the Corn Laws are
beneficial to the landlords, but in what sense they can be said to be beneficial to
agriculture, unless the landlords be agriculture, it is not easy to see. The artifice,
however, is not without its use: “Protect agriculture,” has a better sound than “Give
me your purse:” and many a man will readily do for the “protection of agriculture,”
that which he would have hesitated to do for the mere purpose of enriching the
landlords.

There is a fallacy involved in the phrase “protection to agriculture,” which it is of the
utmost importance that the public should fully understand. Under the words
“agriculture,” and “agricultural interest,” are included not only the landlords, but the
farmers, a class whose gains are of an entirely different nature from those of the
landlords, and are governed by different laws. The exclusion of foreign corn may be,
and probably is, beneficial to the landlords, though, we think, not to so great an extent
as has been supposed. But so far is it from being beneficial to the farmers, that there is
no class to whom it is more, and few to whom it is equally, injurious. Not only is the
interest of the farmers not the same with that of the landlords, but no two interests are
more diametrically opposite.

There is no fact in political economy better established than the tendency of every tax
on the necessaries of life, to produce a rise of wages. We do not mean that it adds any
thing to the comforts and enjoyments of the labourer; on the contrary, its ultimate
effect is almost infallibly to diminish them, since by reducing the rate of profit, it
retards the accumulation of capital, on which the demand for labour wholly depends.
The labourer, however, is not benefited, and the capitalist is injured; the labourer
continues to receive the same quantity of commodities, or, as it has been sometimes
called, the same real wages as before; for the tax, though it affects the future
accumulation of capital, does not alter its present amount, and it is upon the present
amount of capital (as compared with population), and not upon its future
accumulation, that wages depend. While, however, the labourer continues to receive
the same quantity of necessaries as before, corn (the most important of those
commodities) has risen in value. He must, therefore, receive a greater value, in order
to command the same quantity: his money wages must rise. The manufacturers and
other capitalists are thus compelled to give a greater value to their labourers, without
having a greater value for themselves. They are, therefore, obliged to forego a portion
of their profits. And thus we see that a high price of corn, which is a cause of high
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rent, is a cause of low profits. It is as prejudicial to the capitalist as it is beneficial to
the landlord.

The farmer, however, is a capitalist, and his gains cannot be permanently greater than
those of other capitalists. Unless during the currency of a lease, he has no interest
whatever in high prices, because competition will effectually prevent him from
deriving more than a very temporary advantage from them. He has, however, in
common with all other capitalists, a very strong interest in high profits; and it is not
possible that profits should be high when a great value is given to the labourers.

A high price of corn, therefore, not only is not beneficial to the farmer as such, but it
is positively injurious to him. He is injured in two ways: first, as a consumer of corn,
in common with the rest of the community, by having to consume a dear instead of a
cheap commodity; and, secondly, he is injured, in a still greater degree, as an owner
of capital, by being compelled to give higher wages to all the labourers whom he
employs.

Having proved the Corn Laws to be injurious to all the rest of the community, and
beneficial to the landlord alone, we might here close our remarks, since this alone,
had we nothing else to urge, is of itself sufficient to decide the question. For if, in any
case, the principle could be admitted of taxing the whole community for the benefit of
a particular class, the landlords assuredly are not that class. To the public, collectively
speaking, it is of very little consequence whether rent be high or low. But it is of the
greatest importance to the public in general, that profits should be high. Profits are the
reward of the industrious—rent, of the idle. It is the rate of profits which constitutes
the inducement to accumulation, and, whatever be the advantage of a rapid
accumulation, the advantage of high profits is the same. But it is on the accumulation
of capital that the advancement of the national wealth is wholly dependant. A policy,
therefore, which consists in lowering profits for the purpose of raising rents, must be,
at best, of very doubtful expediency.

If, however, there were nothing in the whole process but a transfer; if whatever is lost
by the consumer and by the capitalist were gained by the landlord; there might be
robbery, but there would not be waste; there might be a worse distribution of the
national wealth, but there would be no positive diminution of its aggregate amount.
The evil of the Corn Laws admits not even of this alleviation: they occasion in all
cases an absolute loss, greatly exceeding the gain which can be derived from them by
the receivers of rent; and for every pound which finds its way into the pockets of the
landlords, in consequence of the Corn Laws, the community is robbed of several.

Rent, it must be remembered, is only a part of the total produce of the soil, on many
lands only a small part. There are some lands which yield no rent; there are many
which yield very little; and even on the best of all, the rent, probably, does not greatly
exceed one half of the produce.

Now, without disputing that it is the effect of the Corn Laws to give to the landlord a

greater quantity of corn, as well as to enhance its value, it must be remembered that
all which he receives is still no more than a part; another part is appropriated to the
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payment of labourers, a third to the maintenance of agricultural cattle and the
purchase and repair of instruments of husbandry, a fourth is reserved for seed, and a
fifth belongs to the capitalist as his profit. The increase in the cost of the production of
corn, which is the consequence of the Corn Laws, operates to the benefit of the
landlord only in so far as it goes to enhance the value of that portion of the produce
which he receives as rent. Could all the rest of the produce retain its former value, and
that portion alone rise which is paid to the landlord, the gain to him would exactly
equal the loss to the rest of the community. While, however, it is only from the rise in
the value of a portion of the produce, that the landlord derives any benefit, it is
necessary, in order to the rise of that portion, that the whole should rise. It is necessary
that an increased price should be paid, not only for that portion of the produce which
goes to the payment of rent, but also for that far greater portion which goes to replace
the capital, and pay the profits, of the farmer.

The able author of the article “Corn Laws and Trade,” in the Supplement to the
Encyclopzdia Britannica,@ estimates the total rent of all the land in the country,
compared with the total produce, at one-fifth. Let us make a liberal concession to our
antagonists, and take it at one-third. In order then that the landlord may obtain an
extra price for a single third of the produce; the purchasers, not only of that third, but
of the other two-thirds, are compelled to pay that extra price, for every quarter of corn
which they consume!

What, then, it may be asked, becomes of the extra price, which is paid by the
consumers of the two-thirds? It does not go to the labourer; for though he receives a
greater value, his condition not only is not improved, but, in most cases, it is
ultimately deteriorated. It does not go to the farmer; for he, as we have seen, instead
of gaining any thing, suffers, in two ways; as a consumer of corn, and as a payer of
wages. What, then, becomes of it? We answer, it is entirely swallowed up in the
increased expenses of cultivation. By the effect of the Corn Laws, a portion of the
labour and capital of the country is diverted out of a more into a less advantageous
employment: a quantity of labour is employed in growing corn, which would
otherwise have produced, not only cloth, or hardware, sufficient to purchase the same
quantity of corn in the foreign market, but much more. That corn which could be
obtained abroad, in exchange for the produce of the labour of 100 men, is compelled
to be produced at home, by that of 120, 130, or 140; the labour of 20, 30, or 40 men in
every 100 is expended in pure waste, and all which they might have produced is
entirely lost to the community. The consumer is taxed, not only to give a higher rent
to the landlord, but to indemnify the farmer for producing, at a great expense, that
corn which might be obtained from abroad at a comparatively small one.

If the landlords were to require, that the whole people of Great Britain should
contribute a certain sum annually in direct taxes for their benefit, who is there that
would not raise his voice against so impudent a demand? Yet this would surely be a
much more modest request, than that, in order to put a certain annual number of
pounds sterling into their pockets, the people of Great Britain should consent to pay
three, four, or five times as many.
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We seriously propose, therefore, as a great improvement on the present system, that
this indirect tax should be commuted for a direct one; which, if it still gave an undue
advantage to the landlords, would, at least, give them this advantage at a smaller cost
to the public: or that the landlords should make an estimate of their probable losses
from the repeal of the Corn Laws, and found upon it a claim to compensation. Some,
indeed, may question how far they who, for their own emolument, imposed one of the
worst taxes upon their countrymen, are titled to compensation for renouncing
advantages which they never ought to have enjoyed. It would be better, however, to
have a repeal of the Corn Laws, even clogged by a compensation, than not to have it
at all; and if this were our only alternative, no one could complain of a change, by
which, though an enormous amount of evil would be prevented, no one would lose.

We have hitherto taken it for granted, that the effect of the Corn Laws is, to force the
cultivation of inferior soils; and that, therefore, if those laws were repealed, we should
become a regularly importing country, our lowest soils would be thrown out of
cultivation, and the cost of production, and consequently, the average price, would be
lowered. We have assumed this, because we believe it to be true; although the
contrary opinion is maintained in a very able article in the eighty-first number of the
Edinburgh Review.@

Though it were conceded to the Edinburgh Reviewer, that if the ports were constantly
open, the average price of wheat would not fall short of 60s. per quarter;m arguments
enough would remain, to prove the mischievousness of the Corn Laws, and the
necessity of their repeal; a measure which, in that case, no one would have more
reason for promoting than the landlords, since they would gain all the advantage of a
steady price, without incurring the disadvantage of a low one. Great, however, as the
benefit to the community would be, even though the average price of corn should
remain unchanged; we are convinced that this is not the whole of the benefit of which
the repeal of the Corn Laws would be productive, and that the price would not be
steadier only, but lower, under a free trade.

It is admitted by the Edinburgh Reviewer, that when there is no direct foreign
demand, a quarter of wheat can, in ordinary years, be put on ship board at Dantzic for
35s., and that allowing 8s. per quarter for the expenses of freighting, warehousing,
&c. the price to the importer would be about 43s. They suppose, however, that a
regular demand from this country would raise the ordinary price in the Dantzic
market, from 35s. to 50s. which together with the frei[%ht and other expenses, would
give in this country, a price of about 58s. per quarter._]
The assumption, that a regular demand from this country would permanently raise the
price at Dantzic from 35s. to 50s., is wholly founded upon the evidence of Mr. Solly,
before the Agricultural Committee of 1821.@ This gentleman’s evidence is a strange
mixture of hypothesis and fact. For matters of fact, coming within the compass of his
experience, Mr. Solly’s evidence may be as good as any other; and we have the less
reason to doubt the credibility of his testimony, as it is entirely in accordance with the
most authentic information which we have been able to procure from other sources.
But the rise in price which is expected to be the consequence of a regular exportation,
is plainly not a fact, but an inference. The same person may deserve great credit for

PLL v6.0 (generated September, 2011) 82 http://oll.libertyfund.org/title/244



Online Library of Liberty: The Collected Works of John Stuart Mill, Volume IV - Essays on
Economics and Society Part I

his facts, and very little for his inferences; and, at any rate, no man’s inferences are
entitled to be received, like matters of fact, upon his authority. How far Mr. Solly is
qualified to draw correct inferences on subjects similar to the present, the following
extract from his evidence may help us to judge:

If the English ports were open for the free importation of corn, at this moment, what
rise do you think would take place in the price of wheat in the Prussian ports? I should
think about 15s.

Which would make the price in the Prussian ports how much? On board, 505. for the
best wheat; they would make their calculation on obtaining 60s. here for it.l"]

We can easily conceive, that a sudden demand, before there is time to raise a
corresponding supply, may raise the price at Dantzic 15s. per quarter, or much more;
but what follows?

Supposing the ports to be constantly open for the free importation of corn, do you
think the price abroad, on the average, would be above or below 50s. in the Prussian
ports? It would be regulated by the price in England.

What is your opinion of the effect which the demand under such circumstances would
have upon the price in those ports? I think that the price would rise about 15s. as
already mentioned.

Although the demand should be permanent? Even then, the price would be regulated
by the price here.m

This is true of the market price, but certainly not true of the average. The market price
at any given moment in Poland, would doubtless be regulated by the market price in
this country, because it is the price here, which by determining the exportation, would
regulate the supply in the market of Poland itself; but to suppose that the average
price in Poland—which is of most consequence to the producer—would be regulated
by the price here, or by any thing whatever except the cost of production, implies an
ignorance of the most obvious principles of political economy. On the average, and
making abstraction from the temporary fluctuations of the market, it is the price in
Poland, which would regulate the price here; not the price here which would regulate
the price in Poland. The average price in Poland, with the expenses of importation,
and the profits of the importer, would determine the average price, at which wheat
could be sold in the English market. The mere unsupported conjecture of one who is
ignorant of this very obvious truth, is a very slight foundation for such a conclusion as
the Edinburgh Reviewer has founded upon it.

Before it can be admitted, that the repeal of our Corn Laws would raise the average
price of wheat at Dantzic from 35s. to 50s., it is necessary for Mr. Solly to prove, that
the cost of production would be increased in that proportion. The only cause (taxation
apart) which can raise the cost of production, is the necessity of cultivating inferior
lands, or of applying capital with diminished return to those which are already in
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cultivation. And on this, as a necessary effect of an increase of demand, Mr. Solly
lays great stress.

They want their land, [he says,] for the cultivation of corn, for cattle, and fuel for their
own inhabitants. They have in Prussia about eleven millions of inhabitants; and it
contains sixty-seven millions of English acres, or five thousand square miles; and they
require almost all the arable land to grow corn for their own inhabitants; the principal
corn that is grown and consumed, is rye; and I question, if they had to supply England
with wheat corn, it would be in their power; they have not the soil, and I do not think
they would be able to increase the quantity of wheat to any great amount in Prussia.
[P.317.]

This he afterwards accounts for, from the nature of the soil, which he states to be for
the most part sandy, and unfit for wheat. That this may be the case in those districts of
Prussia, with which Mr. Solly is acquainted, we have no reason to doubt: that it is not
the case in the great corn districts of Poland, we have the best possible authority for
asserting. All competent witnesses agree in declaring, that so far from needing all
their arable land to raise corn for their own consumption, the Polish cultivators have
been reduced to the extremity of distress in the last few years, by the cessation of
foreign demand. We are informed by Mr. Behrend, of the house of Almonde and
Behrend, great corn merchants at Dantzic, that fully one-third of the fertile corn lands
are entirely waste, that great tracts of land, admirably fitted for wheat, have been
thrown into pasture, merely for want of a market, and that great quantities of corn are
consumed by cattle, and in various other ways among the cultivators themselves,
which, on the opening of our ports, would be brought to market immediately. So great
an effect does Mr. Behrend ascribe to this last circumstance, that Poland, in his
opinion, could export three times as much wheat as at present, without raising one
bushel more than is already produced (it is true, that her exports have of late years
been comparatively small); and if to this we add the great quantity of wheat which
could be raised on the excellent lands which are now in pasturage, or entirely waste,
Mr. Behrend is of opinion, that Poland could supply this country with from 200,000 to
300,000 quarters of wheat, without any material advance of price, beyond that which
1s a remunerating price to the Polish cultivator at present, viz. 35s. in the greater part
of Polalld, and 38s. in Volkynia, from which province the best Polish wheat is chiefly
drawn._ Now, if it be considered from how large a surface we should draw our foreign
supplies, if we became a regularly importing country, it can hardly be supposed that
we should, in ordinary years, import from Poland a greater quantity than 200,000 or
300,000 quarters; say 400,000, and suppose the last 100,000 to raise the price from
35s., or 38s. to 40s., or even 42s., which is an ample allowance; adding 8s. for freight
and other expenses, this will give 50s. for the probable average price of wheat in this
country, if importation were permitted at all times, duty free.

With regard to Odessa, the facts adduced by the Reviewer are singularly scanty. The
following passage contains all that he says on the subject:—

The prices of wheat at the market of Odessa, on the Black Sea, the only portf in

Southern Europe from which any considerable supplies of wheat can be obtained, are
extremely fluctuating and various. In 1821, the price of wheat at Odessa amounted,
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according to Mr. Tooke, to about 30s. a quarter; and we are informed, by the same
excellent authority, that the charges necessarily attending the importation of wheat
from Odessa to London, would not fall short of 22s. 6d. a quarter. (Report,@ p. 226.)
It must be further kept in view, that if the average price of English wheat was 60s.,
Odessa wheat would not, on account of its inferior quality, be worth above 48s. or, at
most, 50s.: so that it would be impossible to bring Odessa wheat into competition
with English wheat worth 60s., unless its prime cost was rather below 27s., which is
very rarely, if ever, the case, with such qualities as are fit for exportation.” (Pp. 61-2.)

It appears, however, from Mr. Tooke’s evidence, that the price, at the time of which
he spoke, was unusually high, there being a great demand for exportation, and the
supply being deficient. The fact is, that whatever may have been the price at the
period to which Mr. Tooke’s evidence referred (April 1821), the average price of the
whole year did not exceed 25s.

We have received from the best mercantile authority at Odessa, a table of the average
prices of hard and soft wheat in that market, for almost every week, from the
beginning of 1817 to the end of 1824. From this statement, estimating the rouble at
9%4d. and reckoning 100 chetwerts as equivalent (which is nearly the fact) to 70%
quarters, we have extracted the following table of the average prices of average
Odessa wheat in sterling money for the last eight years:—

Yearss. d.
1817 373%
1818 2610%
1819 171
1820 186
1821 2410%
1822 226%
1823 167%
1824 150%

The average of these eight years is 22s. 42d. Allowing 22s. 6d. for freight and other
expenses attendant on importation, the price at which Odessa wheat, of average
quality, could be sold in Mark-lane, will appear to be rather below 45s. Odessa wheat
being inferior to English wheat by about one-sixth, it may be concluded from the
authentic statements which we have given, that Odessa wheat would come into
competition with English wheat whenever the latter sold at a higher price than from
53s. to 54s. per quarter.

It may be well to add, that whatever foundation there might be for the supposition,
that an increase of exportation would permanently raise the price of wheat in Poland;
on the side of Odessa, at least, such an apprehension is chimerical. There are vast
tracts of fertile land in the Ukraine, Podolia, and the countries adjoining the Crimea,
at present uncultivated, or in pasturage; and from which corn might be supplied,
perhaps for centuries, at the same low price at which it is now supplied from Odessa.
We are even informed by the gentleman to whom we have before alluded, that, in the
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neighbourhood of Odessa itself, so great is the abundance of fertile soil that the same

piece of land is rarely cultivated for more than two or three years together. When one

piece of land is exhausted, the cultivators withdraw to another, as was the case among
the Germans of old, and as we know to be the case at this day, in the back settlements
of North America.

With regard to New York, the Reviewer has given us the prices by which the value of
the wheat exported has been calculated at the Treasury Department for five years,[*_]
the greater number of which, if these prices be correct, were years of unusually high
price, and which give an average that even he would admit to be far too high. We
know not what degree of reliance is to be placed upon the calculations on which these
statements are founded; if they are as inaccurate as the official valuations at our
Custom-house, there cannot be a worse authority.

We have received from a great commercial house at Liverpool the following
statement, extracted from the New York prices current, of the average price of wheat
at New York, from 1820 to 1824 inclusive:—

Year Price in Cents per Winchester Bushel
182087

1821100

1822131

1823130

1824110

The average of these five years gives 38s. per quarter.j Omitting 1820, a year of
extraordinary depression, the average of the last four years gives 40s. per quarter, for
the price of wheat at New York, the dearest port in the Union. In Virginia and
Maryland wheat is usually from 16 to 20 cents per bushel, or about 6s. per quarter,
lower than at New York. To the price at the latter port, add 12s. or 14s. the expense
(as estimated by the Reviewer)i of importation, and from 52s. to 54s. will appear to
be the average price at which wheat imported from New York could be sold in Mark-
lane. In this case no deduction is to be made for difference in quality, average
American being fully equal to average English wheat.

Besides, America exports flour as well as corn, and the carriage of the less bulky
commodity being so much less expensive, it is probable that American flour would
come into competition with English flour, at a much lower comparative price than
American corn.*

But the facts which we shall now adduce, with regard to the price of wheat at
Rotterdam, from 1815 to 1824 inclusive, are perfectly decisive. Holland, as is well
known, has long been in the habit of importing a very great proportion of the corn
which she consumes. She draws her supplies from a very wide surface; she is at
nearly the same distance as Great Britain from the principal exporting countries; and
there is, therefore, no reason why we should not obtain corn from those countries at
the same price as she does. The following table of the average prices of wheat at
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Rotterdam for the last ten years is derived from the very highest mercantile
authority:—

Years Price in Guilders per last of 86 Winchester Bushels
1815 257
1816 390
1817 574
1818 396
1819 284
1820 235
1821 221
1822 193
1823 197
1824 147

These prices, being reduced to sterling money at the average rates of exchange for the
several years, give the following as the average prices, per Winchester quarter, for

those years:—

Prices per Quarter

Years s. d.
1815 47 8V
1816 60 11%
1817 93 034*
1818 66 8
1819 46 6%
1820 36 10%
1821 33 5
1822 29 9%
1823 30 3
1824 32 10%

*These fluctuations are greater than could have been anticipated in a country which,
at the period referred to, enjoyed almost a free trade in corn: but it must be
remembered that in the years of greatest elevation (1817 and 1811), the price had
been artificially raised by our great importations, which carried off a portion of that
grain which had been produced for other markets.

The average of the ten years is 47s. 9%4d.

It is true that, in these ten years, there were several seasons of very general
abundance. It will be observed, however, that there were two years (1816 and 1817)
of very general deficiency. In 1815, before the scarcity began, and in 1819, between
the end of the scarcity and the beginning of the glut, the price seems to have very
nearly approximated to the average that we have assigned; and this circumstance adds
to the presumption, that the average of these ten years is a fair criterion of the
ordinary price.
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The advocates of the opinion which we are combating lay great stress upon the
circumstance, that the returns of average prices include all qualities of wheat, and not
the best qualities only; forgetting that since it is average English wheat, and not the
best English wheat alone, which is our standard of comparison, it would be unfair to
ground our calculations on the price, in the Dutch market, of any description of wheat
which is of higher quality than average English wheat. It is not with Holland as it is
with Odessa. Average Odessa wheat is inferior to average English wheat, by about
one-sixth. The average of the wheat which is sold in the Dutch markets is inferior to
average English wheat, by three or four shillings per quarter at the utmost. The
statements which we have exhibited give something less than 48s. as the average price
of the average wheat which is sold in the market of Rotterdam. To this, add 4s. for the
difference in quality between that average and the English: and this calculation gives
52s. for the price at which, in ordinary years, wheat equal to average English wheat,
could be imported. And this is the same conclusion at which we had previously
arrived, from a calculation founded on an estimate of the remunerating prices in the
principal exporting countries.

The average price of wheat would therefore be reduced eight or nine shillings per
quarter, by the opening of the trade. This fall of price, though quite sufficient to give a
great relief to the consumer, is nothing compared to that which we were taught by the
agriculturists to expect as the inevitable consequence of a free importation of corn.
These gentlemen, indeed, in their pathetic appeals to the compassion of the public for
protection against the utter ruin in which they would have it believed that the repeal of
the Corn Laws would involve them, seem to have forgotten that this kind of argument
cuts two ways; that if it tells in their favour, it tells still more strongly against them;
that if the price of corn really is kept, in consequence of the Corn Laws, so much
higher than it would otherwise be, these laws are only by so much the more
insufferable a nuisance, and their repeal only by so much the more imperatively
required.

Without disguising our opinion that the repeal of the Corn Laws would lower the
average price of corn, we can supply the landlords with topics of consolation which, if
duly appreciated, are fully sufficient to make them readily acquiesce in this most
important of all commercial reforms. For if it be of consequence to them to have a
high price, it is also of very great consequence to have a steady one; and it may fairly
be doubted, whether they gain so much, by a higher average rent, as they lose by the
constant fluctuations which are the necessary effect of the exclusion of foreign corn.

A country which freely admits the corn of all nations into its market, is scarcely ever
exposed to either of the opposite evils of excessive dearth or ruinous depression. If
there be a bad harvest in one country, there is a good one in another; and the surplus
produce of the latter supplies the deficiency of the former, thus saving the one country
from the evils of famine, and relieving the agriculturists of the other from the ruin
attendant on an extraordinary depression of price. But a nation which denies itself the
power of supplying its wants from the resources of foreign countries, becomes
dependent for its supply of corn, not upon the annual produce of the whole world,
which may be regarded as tolerably uniform in its quantity, but upon the goodness or
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badness of the harvest in a particular country, which, from the vicissitudes of the
seasons, may vary so much as to occasion the most distressing fluctuations of price.

There is nothing in political economy more certain, than that a small variation in the
supply of such a commodity as corn, produces a much more than proportional
variation in price: a proposition which Mr. Tooke, who has explained so many of the
complicated phenomena of prices, has shown to be as conformable to observed facts,
as it is to sound reasoning.

In most other commodities an increase of price induces the purchasers in general to
restrict their consumption, and the rise of price, therefore, is little more than
proportional to the falling-off in the supply. But corn is a commodity of which,
whatever may be its price, all are desirous of consuming the same quantity as before;
being willing to renounce almost every other comfort, rather than diminish their
consumption of so important a necessary of life. They bid, therefore, against one
another, until the poorer competitors are driven out of the market from mere
necessity. If the deficiency be considerable, the amount of misery produced baffles all
calculation. Wages do not rise in proportion, for wages are affected only by
permanent variations in price; the whole weight of the evil is, therefore, thrown upon
those who are least able to bear it. The poorest class of labourers are deprived of the
food which is absolutely essential to well-being, and the class immediately above
them are compelled to sacrifice almost all their other comforts, in order to obtain their
usual quantity of bread.

Though the farmers, in bad seasons, have less corn to sell, yet if foreign supplies be
excluded, the value of their produce is increased, more than its quantity is diminished,
and it is more profitable to them to sell a million of quarters, at 100s. per quarter, than
1,200,000 at 60s. These accordingly are the halcyon days of agricultural prosperity. If
the high prices, from a succession of bad seasons, continue (as during the late war) for
a number of years, the farmers grow rich, rents are punctually paid, new leases are
granted at increased rents; both farmers and landlords are tempted to increase their
domestic expenses; the farmers, allured by the prospect of high prices, continue to
apply additional capital to the soil; commons are inclosed, new and expensive modes
of cultivation are introduced, and a foundation is laid for that ruin which necessarily
follows on the successive return of two or three abundant harvests.

For it is not more certain that a small deficiency produces a great enhancement of
price, than that a trifling excess often occasions an inordinate depression. No doubt,
when any class of the community was before insufficiently provided with food, an
increased consumption is the probable consequence of a fall in price; the increase of
consumption, however, is rarely, if ever, proportional to the excess of supply, since
they, who already had food enough, are under no inducement to consume more. In a
state of freedom the surplus produce would find a market abroad, as soon as the price
had fallen sufficiently to indemnify the exporter for the expenses of transit. But, when
by a system of restriction the average price of corn has been raised in any country
much above that which is the average price in other countries, an abundant harvest
becomes not only a curse to the farmer, but a curse from which there is no relief. His
corn is raised at an expense far exceeding the cost of production abroad, and that
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which is a remunerating price to the foreigner, would to him be absolute ruin. If he
exports, he must submit not only to the payment of the expenses of exportation, but to
the loss of all the difference between the cost of production at home, and the price
abroad. If the average home price is, by the effect of the Corn Laws, kept 10 per cent
above the price abroad, he can obtain no vent for his surplus produce in the foreign
market, but by a sacrifice of 10 per cent and the cost of carriage in addition.

To a period, therefore, of dearth and agricultural prosperity, succeeds a period of
plenty and agricultural ruin. The inferior lands are thrown out of cultivation, and the
capital which has been expended on them is utterly lost; the poorer class of farmers
become insolvent; the landlords receive no rent, or if they receive any, receive it out
of the capital of the tenants; the provisions for children, and other fixed charges,
which were a moderate burden upon their former incomes, now swallow up the
whole; and the ruin both of landlords and of tenants is accelerated by their inability to
renounce in adversity those expensive habits which the former high prices had
encouraged them to contract.

As if it had been resolved that all possible varieties of absurdity should meet together
in a single enactment, even the subordinate arrangements are nearly the worst which
could be derived, for that very class whose interests they are intended to promote. If
importation were permitted at all times, subject to a high duty, the evils of great
fluctuation would indeed be unavoidable; the agriculturists would be ruined in periods
of abundance; but they would at least be assured of prosperity in periods of scarcity.
But now, when importation is prohibited until corn shall have attained a certain price,
and even then permitted only for a few months, the importers being compelled to
hurry their corn into the country, without having time to form a judgment as to the
causes of the scarcity, its extent, or probable duration, have no means of ascertaining
how much corn is wanted, and much more than is wanted is frequently brought; the
price is proportionally, or more than proportionally depressed, and at a time when the
farmer, having an unusually small quantity, has the greatest occasion for a high price,
he is forced to content himself with wkiat would not perhaps be an adequate
remuneration even in an average year._

If the landlords would attend a little to these, and some other effects of the restrictive
system, we should no longer hear them clamouring, as so many of them have done,
for a protecting duty of 20, 30, or 40 shillings. Can it be doubted that a steady price,
though at a somewhat lower average, is better for the landlord than an alternation of
famine and glut, of exorbitant gains and absolute ruin?

Granting that his rents will be higher; granting that, for a few years, he may receive a
larger sum than he would have done if no such monopoly had existed; still it will be
difficult of proof, that a system by which his tenant is injured can be a beneficial one
to him. Let us look at his situation; he has a large income, perhaps, and lives in a
corresponding style of splendor and comfort; his establishment is upon a
proportionate scale; his agencies, his allowances to his children, his subscriptions, in
short, all the various charges of this description are settled accordingly. During the
period of deficiency, his rents are paid; but the period of abundance is as alarming to
him as to the farmer, for then his account is made up of small actual receipts and a
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long column of arrears; but his expenses remain for some time undiminished; and as
he also considers this state of things temporary, he is not willing to make such an
alteration, as, if permanent, he would be compelled to do. Some of his out-goings
cannot be diminished; if he before lived up to his income, it is quite clear, this year, he
must live much beyond it. The frequent recurrence of such periods would place the
landed interest of this country in the same situation as the West-India planter; and
whoever really wishes to promote*their welfare, would choose any other state than
that, to which to assimilate theirs._ —But supposing a proprietor to have his land
thrown upon his hands; supposing it beggared, impoverished, and exhausted;
supposing his buildings without repair, his hedges and gates neglected, to all which
the distress of the farmer must tend; how can the system be a permanently beneficial
one to him? (Whitmore, pp. 58-60.)

It should also be remembered, that the corn which we might import, would not be
gratuitously bestowed upon us by the foreign producers: it would be well if it were,
but unhappily they are not so generous. They demand our manufactures in exchange;
and if the raw material of those manufactures be of home growth, the production of
that material would open a new channel for the profitable employment of agricultural
capital. Suppose that we were regularly to import corn from Dantzic or Odessa, and
pay for it in Yorkshire cloths, the produce of English wool; much of the land, which
they tell us would lie waste, might be profitably laid out in sheepwalks for the
production of this wool. Not to say that it would a// be ultimately employed in this or
some other way equally advantageous to the landlord, since the repeal of the Corn
Laws could not fail, by raising profits, to stimulate accumulation and promote the
increase of population to such a degree, that all but our very bad lands would speedily
be wanted for pasturage, and for the growth of such products as must necessarily be
grown at home, though every quarter of corn which we might require should be
imported. The free importation of corn in this respect resembles an improvement in
agriculture, which, though it may lower rent for a time, is ultimately beneficial even
to the landlord himself.

The landlord should consider, that if he has an interest opposed to that of the
community, he has also an interest in common with them: that, if, on the one hand, he
may prosper at their expense, he cannot fail, on the other hand, to be a sharer in their
prosperity also. It is his interest, as well as theirs, to eat cheap corn; it is his interest,

as well as theirs, not to be burthened with a heavy parochial assessment, to provide
for the starving labourers in seasons of dearth. And if all these considerations should
fail of convincing him that he would not be to any great extent a loser by cheapness of
corn; let him throw the happiness of thousands and millions of his countrymen into
the scale.

To those landlords, however, in whose minds inveterate habit has created so intimate
an association between the robbery of the public and gain to themselves, that if they
can but make others pay, they find it not possible to conceive that they should not be
gainers by it, we have only to say, if they will have it, that if what is a blessing to all
the rest of the community, is an injury to them, they must even pocket the loss, and
make the best of it that they can. For the stale sophisms, which answered very well
formerly, will go down with few people now; so few, that it is scarcely necessary for
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us to notice them: since, however, this inquiry would not be complete, were we not to
make some mention of the more prominent among these sophisms, we will trespass
somewhat longer upon the patience of the reader for that purpose.

They say, then, that there is danger in depending for any part of our supply of so
important an article as corn upon the will of foreigners, with whom we may be at war,
and who would have it in their power, by prohibiting exportation, to involve us in all
the miseries of famine. “This argument,” says Mr. Mill (Elements of Political
Economy, 2nd ed. pp. 197-8), “implies an ignorance, both of history and of principle;
of history, because, in point of fact, those countries which have depended the most
upon foreign countries for their supply of corn, have enjoyed, beyond all other
countries, the advantage of a steady and invariable market for grain: of principle,
because it follows unavoidably, if what, in one country, is a favourable, is in other
countries an unfavourable season, that nothing but obtaining a great part of its supply
from various countries can save a nation from all the extensive and distressing
fluctuations which the variety of seasons is calculated to produce. Nor is the policy
involved in this argument better than the political economy. It sacrifices a real good,
to escape the chance of a chimerical evil; an evil so much the less to be apprehended,
that the country from which another derives its supply of corn is scarcely less
dependent upon that other country for a vent to its produce, than the purchasing
country is for its supply. It will not be pretended that a glut of corn in any country,
from the loss of a great market, with that declension of price, that ruin of the farmers,
and that depression of rents, which are its unavoidable consequences, is an immaterial
evil.”

Mr. Whitmore makes on this subject (p. 87) the following very pertinent
observations:—

Upon this subject, however, we may proceed upon proof and experience, and need
not, therefore, trust to general reasoning. It is well known that this country constantly
imports nearly all the hemp it uses; it is equally clear, that, if deprived of it, the
consequences to us, a maritime and commercial people, would be to the last degree
injurious. If there be one article more than another, of which an hostile country would
wish to deprive us, it would be this very article of hemp, which may fairly be
considered the sinews of naval warfare. But were we ever deprived of it? Was there
ever any serious obstruction, either to our naval armaments or to our commercial
speculations, arising from a deficiency of this important article? If not, it is chimerical
to imagine that we should ever be deprived of the corn we are in the habit of
importing.

It is further alleged, that the various classes of manufactures are protected from
foreign competition, and for this reason it is contended that the landlords ought to
obtain a similar protection. To this objection also we shall reply in the words of Mr.
Mill—FElements [2nd ed.], pp. 198-200.

In the first place, it may be observed, that if this argument is good for the growers of

corn, it is good for every other species of producers whatsoever; if, because a tax is
imposed upon the importation of woollens, a tax ought to be imposed upon the
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importation of corn, a tax ought also to be imposed upon the importation of every
thing which the country can produce; the country ought, in short, to have no foreign
commerce, except in those articles alone which it has not the means of producing.
This is a reduction to absurdity which appears conclusive. The argument moreover
supposes that an extraordinary gain is obtained by the manufacturer, in consequence
of his supposed protection; and that a correspondent evil is sustained by the corn-
grower, unless he is favoured by a similar tax. The ignorance of principle is peculiarly
visible in those suppositions, in neither of which is there a shadow of truth.

The man who embarks his capital in the woollen or any other manufacture, with the
produce of which that of the foreign manufacturers is not allowed to come into
competition, does not, on that account, derive a greater profit from his capital. His
profit is no greater than that of the man whose capital is embarked in trades open to
the competition of all the world. All that happens is, that a greater number of
capitalists find employment in that branch of manufacture; that a portion, in short, of
the capitalists of the country employ themselves in producing that particular species
of manufacture, who would otherwise be employed in producing some other species,
probably in producing something for the foreign market, with which that commodity,
if imported from the foreign manufacturer, might be bought.

As the man who has embarked his capital in the trade which is called protected,
derives no additional profit from the protection; so the grower of corn sustains not any
peculiar loss or inconvenience. Nothing, therefore, can be conceived more groundless
than his demand of a compensation on that account. The market for corn is not
diminished because a tax is laid upon the importation of woollens; nor would that
market be enlarged, if the tax were taken off. His business, therefore, is not in the
least degree affected by it.

Not only is the existence of other monopolies no reason why the corn monopoly
should be kept up, but the mutual support which every monopoly lends to every other,
is one of the strongest reasons why they should all be destroyed. Every monopoly
annihilated, takes one member from the confederacy; leaves one restriction less to be
appealed to as a justification for others; adds something to the number and strength of
those interested in freedom of trade, and takes something from the mass of interest
enlisted on the side of restraint. The Corn Laws are not merely to be viewed as the
cause of those evils which directly and immediately flow from them. They are to be
judged, not only by the evil which they do, but by the good which they prevent from
being done. If the landlords had no longer a monopoly of their own, they would no
longer, perhaps, uphold the monopolies of others. It is no more their interest than it is
that of the public, to pay dear for their goods; and the protection of manufactures
might find fewer supporters in a certain honourable House, were it not for the
necessity of conceding something to those who might be dangerous enemies to the
protection of agriculture.

Nor are the mischievous consequences of our Corn Laws confined to this country.
Who can know to what extent they may have served as a motive or as an apology for
equally pernicious monopolies in other countries? But for the parliamentary slang of
protecting agriculture, America might never have conceived the ridiculous idea of
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protecting manufactures; since this is the cant word which custom has appropriated to
those measures by which a nation renounces the benefit of all the peculiar advantages
which nature has bestowed upon her in the production of particular commodities. The
late Russian Tariff is believed to have been partly intended as a measure of retaliation
upon us; and the last Corn Circular of Messrs. Almonde and Behrend observes, “It has
been rumoured that our government intends to retaliate, or at least to meet the present
prohibitive system of the Western countries by a similar measure as regards several
expensive articles of importation which are not in the number of the immediate
necessaries of life; but little good,” they add, “is expected from such a measure, as it
would, perhaps, tend to annihilate trade altogether.”

Were the exclusion of foreign goods a real advantage instead of a positive evil, it
would yet be expedient for a commercial country to sacrifice this advantage, in order
to obtain in its turn a similar concession from other countries; on the same principle
on which every man would find it his interest, even if there were no laws, to refrain
from picking his neighbour’s pocket, lest by so doing he should provoke his
neighbour to perform a similar mancuvre upon his.

We are continually calling ourselves a trading nation; and we boast of our commerce,
no doubt very justly, as one of the grand sources of our wealth. Yet, who ever heard
of a commerce which was not mutual? How can we expect to export without
importing?_ or of what advantage would it be to us if we could? since,
demonstratively, it is the imports alone, from which the benefit of foreign commerce
is derived. Nobody is enriched by giving any thing away. Should we grow rich by
exporting all that we have, and importing nothing? How truly, then, do we
misunderstand our own interest, if we attempt to sell our own commodities to
foreigners, and yet refuse to take theirs in exchange!

We wonder that it has never occurred to those governments, from whose territories we
draw our foreign supplies of corn, to punish us for refusing to take their corn
regularly, by not permitting us to take it at all. The foreign agriculturist, as he can
never reckon upon our demand, of course never produces a corresponding supply; and
we, if our price rises to 70s. rush in and carry off part of a crop which was not more
than sufficient, perhaps was not sufficient, for the supply of the country from whence
it was drawn. The extent to which this evil may be carried is little conceived in this
country. Mr. Behrend informs us, that the cessation of our demand for Polish corn,
since 1818, has caused such a falling-off in the supply, that were it suddenly to
become known that 600,000 quarters of wheat would be speedily wanted for
importation into England, he should expect the price in the Dantzic market to mount
up at once to 120s. or 140s. And at no price, he says, in the present state of
cultivation, could Poland furnish us with as much corn as she did in 1816. Thus, if our
Corn Laws should not be repealed, two or three bad harvests may be expected to bring
on us all the evils, not of dearth alone, but perhaps of actual famine.

It has been said, that although the home-growers have no claim to be more favoured

than the importers, they have a claim to be equally so: that the home-grower is subject
to many taxes, from which foreign corn is exempt; and that a countervailing duty
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ought, therefore, to be laid upon the importer, equal to all the taxes which fall on corn
of British growth.

If, in this country, raw produce were the only article subject to a tax, this argument
would be perfectly just. It is now acknowledged that taxation should be so regulated
as to disturb as little as possible that distribution of capital, to which the interests of
individuals would lead in a state of perfect freedom. A premium should be given
neither on importation nor on home production. A law which forces us to import our
corn is as bad as a law which forces us to grow it at home. In both cases, the effect is,
that we pay dearer for it than we ought.

But when other commodities are taxed as well as corn, we think, with the writer of the
article already referred to in the Edinburgh Review, that the agriculturists are not
entitled to a countervailing duty, unless they can show that they are more heavily
taxed than other classes of producers; nor ought the duty even then to exceed the
difference between the burthens of the agriculturists and those of others. The reason
is, that if all commodities of home production are taxed exactly alike, even without
countervailing duties, it is the same thing, with respect to trade, as if they were not
taxed at all; since prices are not higher than if there were no tax, and there is no
motive therefore to import any thing, which there would not be a sufficient motive to
import in a state of perfect freedom. A protecting duty, in that case, would be a
premium on home production, and, therefore, injurious. But if commodities are taxed
unequally, those which are most highly taxed, rise in price, and there is an immediate
motive to import them from abroad, paying for them in those which are less heavily
burthened. To prevent this, therefore, there is need of a countervailing duty, equal to
the difference between the two rates of taxation.

Should it appear, then, that agricultural produce is subject to higher taxation than
manufactured goods, a countervailing duty would be required. The Edinburgh
Reviewer is of opinion, that an ad valorem duty of 10 per cent would be amply
sufﬁcient.@ This would be equivalent to five or six shillings per quarter. But a fixed
is obviously preferable to an ad valorem duty, as the latter, increasing with the price,
falls heaviest in dear years, when it is of the greatest consequence that importation
should be free. Should the time come, as come it must, when the tithe-tax shall cease
to exist, the import duty may be totally discontinued.

Mr. Ricardo, who concurred in Mr. Whitmore’s recommendation of a fixed duty of
10s. per quarter, advised, however, as a measure of indulgence to the agriculturists (to
give them time for gradually withdrawing their capital from the land), that the duty
should be originally fixed at 20s. and lowered 1s. every year until reduced to 10. We
shall be believed when we say, it is with the greatest hesitation we presume to differ
from so great an authority; but we fear, that, in general, these gradual changes, which
are intended as a boon to the producers, are felt rather as an evil than as a good, even
by those for whose benefit they are designed. On a recent occasion, when, to save the
silk manufacturers from loss, the period of the reduction of the silk duties was
postponed for a year, the silk manufacturers themselves very generally complained,
that they would have suffered less from the immediate operation of the measure, than
they did from the stagnation of business which was the consequence of the delay; and
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we suspect, that if the gradual reduction, proposed by Mr. Ricardo, were adopted, the
anticipated fall of price would occasion so general an indisposition to lay in any
quantity, beyond what was wanted for immediate consumption, as might involve the
producers in all the evils of a glut. We believe, therefore, that the introduction at once
of that system which is intended to be permanently established, is the most desirable
course for the agriculturists, as it certainly is for the rest of the community.

We cannot conclude these observations without again reminding our readers, that if
ever there was a time when it was of importance that the public opinion should
strongly and loudly declare itself upon this question, it is now. Mr. Whitmore has
pledged himself to bring the subject before parliament in the present session.@ The
good disposition of a portion of the ministry on this question is well known; of that
enlightened portion to whom we are already indebted for the abolition of that worst of
taxes, the duties on law proceedings; for the opening of the silk trade; for the free, or
virtually free exportation of wool; for the partial abandonment of that ludicrous
policy, which forms the basis of our navigation laws; and (in a great degree) for the
repeal of those barbarous statutes, which were expressly designed to keep down the
wages of labour.@ Ministers who have done thus much, will do more; and on the
subject of the Corn Laws, they have already expressed the soundest opinions.
Unfortunately, however, they are not all powerful in the cabinet; they will not always
be in office, and should they continue as long in power as it is our wish that they may,
they will need all the support which public opinion can give, to carry the repeal of the
Corn Laws against half the cabinet, and the whole of the landed aristocracy.

We have given our praise, as we shall always give our censure, where we feel it to be
deserved; nor is there any inconsistency in praising ministers, and censuring those
institutions, under which such men are prevented from wishing all the good which
they might do, or from doing even all that which they wish. Measures, not men, is our
motto; and, had we a government constituted as we desire, we should not wish its
administration to be placed in better hands. Freed from the trammels of sinister
interest, they would then follow where their better inclinations would lead. And when
we consider what is the ordinary effect of power upon the human mind, and what sort
of beings ministers usually are; that persons situated as they are should have the
smallest sympathy with the public, is a degree of merit which we scarcely know how
sufficiently to praise. Should they succeed in relieving the community from the
intolerable scourge of our Corn Laws, they will be justly considered as the wisest and
best ministers whom this country has ever produced.
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PAPER CURRENCY AND COMMERCIAL DISTRESS

1826

EDITOR’S NOTE

Parliamentary Review. Session of 1826. London: Longman, Rees, Orme, Brown, and
Green, 1826, 630-62. Unsigned; not republished. Original heading: “Paper
Currency;—Commercial Distress.” Running heads: “Finance and Trade.—Paper
Currency./Finance and Trade.—Commercial Distress.” 1dentified in JSM’s
bibliography as “An article on Paper Currency and Commercial Distress which
appeared in the Parliamentary Review for the session of 1826.” In his account of the
Parliamentary History and Review in his Autobiography (83), JSM describes the
article as “an elaborate Essay on the commercial crisis of 1825 and the Currency
Debates.”

The Parliamentary History and Review was designed by the Radicals to provide a
comprehensive record of the debates in parliament and the parliamentary committees,
with extensive critical comment on the proceedings and the issues. One volume of
“History” and one of “Review” appeared in 1826, covering the session of 1825 (6
Geo. IV), and later in the same year another two volumes appeared, covering the
session of 1826 (7 Geo. IV). The final issue was of one volume of “Review” in 1828,
covering the session of 1826-27 (7 & 8 Geo. IV); the “History” was dropped because
the debates had by that date become more readily available.

Paper Currency And Commercial Distress

the opening of Parliament in February, 1826, found the nation still in the crisis of one
of those commercial revulsions, to which all commercial countries are liable, but
which, partly from the unrivalled magnitude of our commercial transactions, partly
from vicious legislation, are more frequent and more ruinous in our own country than
in any other.

This great calamity engaged the immediate attention of Parliament, and led to the
adoption of certain legislative measures, into the expediency of which we shall now
inquire. Before, however, we can be competent to pronounce upon the efficacy of the
supposed remedies we must be sure that we clearly understand the cause of the
disease.

The proximate cause of the commercial crisis was speculation. It is not here intended
to stigmatize all speculative transactions. Among the transactions so designated, are to
be found many of the most useful operations of commerce. By speculations, we
understand all mercantile transactions attended with more than ordinary risk: by rash
speculations, those in which the risk is great, and the prospect of gain not a sufficient
equivalent. The years 1824 and 1825 abounded in speculations of this latter
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description. Very rarely, at any former period, have mercantile miscalculations been
carried to so great a length. A vast majority of these enterprises failed; but not until,
for the purpose of carrying them on, many persons had come under engagements,
which nothing but the success of the speculation could enable them to fulfil. The
speculations proving unsuccessful, these persons became insolvent; and their ruin
drew after it that of many others, who had not speculated, but who were dependent,
for the means of fulfiling their engagements, upon the fulfilment of engagements
towards themselves by persons who had.

Speculation, then, was the cause of the revulsion. But what was the cause of the
speculation? This is evidently a most important question; and it is one which we shall
find the means of answering without much difficulty. The cause of the late
speculations, as of most former speculations, was anticipated deficiency in supply.

This solution will appear strange to those who imagine that the events of last year
were something peculiar and unprecedented—something so entirely novel that they
could not have arisen but from causes which had never been experienced before. This
is an opinion, however, which can be entertained by no one who is even moderately
conversant with our commercial history. Not to look back to the calamitous periods of
1784 and 1793; the present is the fourth commercial revulsion of the same kind,
which has happened within the last sixteen years alone. The first took place in 1810
and 1811; the second in 1814 and 1815. Both were preceded by an immense increase
of spefulation. The same phenomena occurred, though to a less terrific extent in

1819.

There was, it is true, the appearance of more speculation at the recent period, than at
any of those above cited; because there were more projects: and the projects, or
bubbles, as they were called, although they in reality bore a very small proportion to
the totality of the speculations, were almost the only part of them which the more
mercantile portion of the public saw, or dreamed of. But we ascribe little agency to
these projects, comparatively speaking, in producing the distress. The speculations in
shares extended only to a small portion of the mercantile community. Moreover, the
projects which were really bubbles, that is, which were fraudulent, and were never
intended to be prosecuted, mostly burst while the amount of the instalments which
had been paid was as yet moderate; generally, we believe, not exceeding 1/. or 2/. per
share. Of the bond fide projects, a great proportion still continue to be carried on; and
may yet turn out, some of them undoubtedly will turn out, advantageous investments
of capital. During the general infatuation, exorbitant premiums, it is true, were given
for shares in the more promising of these undertakings; and to those who purchased
when shares were at the highest, the profits of the enterprise will never yield any thing
like an adequate remuneration. It could, however, be no secret to the most sanguine
projector, that the returns, even to the most successful of these schemes, must be
distant. With this knowledge, it is extremely improbable that the honest purchaser
should have invested a larger sum in shares, than he could afford, at least, to wait a
considerable time for the repayment of. And as for those who bought shares at a price
which they knew that no rational calculation would warrant, in the hope of finding
dupes, or knaves of their own stamp, to purchase them again at a further advance, we
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cannot say we greatly regret that their plans should have been thwarted, though it be
at the expense of some loss and some inconvenience to themselves.

The speculations, by the failure of which so large a portion of the mercantile
community has been brought to the brink of ruin, and so many actually ruined, were
of a different kind. Their character was, not the investment of capital in new
enterprises, but an enormous and improvident extension of dealings in many of the
established lines of business. The proper name for these speculations is over-trading.
The phenomena of over-trading are so little understood out of the mercantile circles,
that a short exposition of them will be read with interest; and without it, we fear that
much of our subsequent reasoning would scarcely be intelligible.

It is well known that there are dealers who are constantly upon the watch for every
symptom either of an actual or a prospective increase of demand, or deficiency, in the
supply of any article of general consumption. The moment any such symptom is
perceived, these dealers come into the market and purchase, in order to profit by the
rise of price which will take place when the deficiency, or the increase, of demand
becomes known. Their purchases produce an immediate rise. The articles hence
appear to be looking up: expectation is excited that they will rise still higher; and
additional speculative purchases are made upon this prospect. In this manner, the
prices of the articles which are the subjects of speculation, undergo a progressive rise;
which will be greater or less, according to the strength of the impulse which has been
given to the spirit of speculation. If the expected increase of demand, or deficiency of
supply, be moderate, and not calculated to inspire great hopes of immense or rapid
gains, the rise of price is probably not more than sufficient to call forth the required
addition to the supply, and to produce, in the meantime, the necessary limitation of
consumption. In this case, no loss is sustained, and the effects of the speculation are
purely beneficial. But if the expected increase of demand, or deficiency of supply, be
so considerable, as to produce anticipations of a great and rapid rise of price; and if
these anticipations extend to several articles of general consumption at once; they give
rise to what is frequently, though erroneously, called general over-trading. The few
who watch prospectively the signs of future supply and demand, anticipating a great
rise of price, make considerable purchases. These purchases produce a considerable
immediate rise: and this in its turn tempts the many, who look no further than to the
immediate turn of the market, to purchase in expectation of a still greater advance.
These speculative purchases produce the very effect, in anticipation of which they
were made. A progressive and rapid rise takes place; the holders of all the articles to
which the speculation extends, appear to be making fortunes; and a general rush of
capital takes place into those employments. Increased speculative purchases raise the
price far beyond what the prospect of deficiency, or of increased demand, will justify.
Immense orders are sent abroad, if the articles belong to the class of imported
commodities; thus raising their price in the foreign market: if they be articles
produced at home, equally extensive orders are given to our own manufacturers.
Every one calculating upon being before-hand with all his competitors, provides
himself with as large a stock as he thinks that the market will take off; not reflecting
that others, equally with himself, are engaged in adding to the supply, nor calculating
upon the fall of price which must take place as soon as this increased quantity is
brought to market. The deficiency is soon changed into an excess. The first who come
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into the market realize at the high prices, and make, or appear to make, enormous
gains. An additional stimulus is thus given to the frenzy, and prices at length rise to
such a height, as to induce a considerable number of the holders to think of realizing.
Then commences the fall of prices. This operates as a signal to all the other holders to
hurry their stocks to market, in order to secure what they can before the price relapses
to its original level. The recoil is hence almost instantaneous. Not only do prices fall
to the level from which they rose, but, from the increased quantity which has been
imported or produced, they fall lower; commonly much lower. Of those who have
bought largely at the high prices, a great proportion are ruined. Those who have
contracted to take large additional quantities from the manufacturers, are unable to
perform their contract; and the stocks remain in the warehouses of the producers,
many of whom become unable to fulfil their engagements, or obtain the means of
fulfiling them by forced sales, at an enormous loss. The failure of a few great
commercial houses occasions the ruin of many of their numerous creditors. A general
alarm ensues, and an entire stop is put for the time to all dealings upon credit: many
persons are thus deprived of their usual accommodation, and are unable to continue
their business. It is unnecessary to multiply details.

Such is the rationale of a period of over-trading. Every merchant, who remembers the
commercial revulsions of 1810-11, and 1815-16, will testify that such are the events
which always follow the opening of new markets, the expectation of deficient
supplies, every thing, in short, which excites a confident hope of rapid gains. The
additional supplies necessary are enormously over-estimated, enormous over-
production and over-trading take place, the market is glutted, the holders suffer
immense losses, many of them become insolvent, and their ruin draws along with it
the ruin of many among the many others, who have given them credit, confiding in
the enormous wealth which they appeared to have the power of realizing during the
continuance of those high prices of which their own purchases were in a great
measure the cause.

The speculation and over-trading of the years 1824 and 1825, had their origin in a
state of circumstances precisely similar. They are thus explained by Mr. Tooke, in his
work intituled “Considerations on the State of the Currency:”

The close of each year is the period at which, by annual custom, the stocks of goods
on hand, and the prospects of supply and consumption for the coming season, are
stated and reasoned upon by merchants and brokers, in circular letters addressed to
their correspondents and employers. By these circulars it appeared, that of some
important articles the stock on hand fell short of that at the close of the preceding
year. From this the conclusion was more or less plausibly deduced, that the rate of the
annual consumption of these articles was outrunning the rate of the annual supply, and
that an advance in price ought to take place; at the same time there were, as in the
case of cotton and silk, confident reports of failure of crops, or other causes, which
would inevitably diminish the forthcoming supply. Expectation of scarcity was thus
combined with actual deficiency in exciting the spirit of speculation. . . . . The
impulse to a rise having been given, and each succeeding purchaser having realized,
or appearing to have the power of realizing, a profit, a fresh inducement appeared at
every step of the advance, to bring forward new buyers. These were no longer such
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only as were conversant with the market; many persons were induced to go out of
their own line, and to embark their funds or stretch their credit, with a view to engage
in what was represented to them by the brokers as a certain means of realizing a great
and immediate gain. Cotton exhibited the most extraordinary instance of speculation
carried beyond all reasonable bounds. Silk, wool, and some other articles, in which
some advance was justified by the relative state of the supply and demand, became*
the subject of a speculative anticipation, and advanced much beyond the occasion._

It is evident, that what is lost to one person, in these fluctuations, is gained by another.
In the view of national wealth, therefore, except to the extent of that portion of the
gain which falls to the share of foreigners, together with the loss of interest on the
capital which lies unemployed during the stagnation, the evil of such vicissitudes is
small. In the view of national happiness, it is undoubtedly great; and the legislature,
therefore, would be highly culpable in not applying a remedy, if a remedy were within
the reach of legislation. But the cause of the evil is one which legislation cannot
reach—the universal propensity of mankind to over-estimate the chances in their own
favour. While this propensity subsists, every event which stimulates hopes, will give
rise to extensive miscalculation; and every miscalculation upon a sufficiently
extensive scale, will terminate in the ruin of multitudes. All that we are entitled to
hope is, that as the world grows older it may grow wiser; that the time may come,
when, in addition to reading, writing, and arithmetic, it may be thought not
unnecessary for a young man who enters into a merchant’s counting-house, to possess
some knowledge of the circumstances which regulate the prices of commodities; that
when improved education shall have been followed by improved mental habits, and
when the liberation of trade from the restraints under which it now labours, and which
so greatly aggravate all fluctuations, shall have given sober calculation a solid ground
to rest upon, sober calculation may gradually take the place of gambling; that traders
may one day acquire sufficient prudence to abstain from risking their own property in
rash speculations, and sufficient probity to abstain from risking in any speculations
the property of others.

His Majesty’s Ministers saw the subject in another light. The root of the evil, in their
opinion, lay much nearer the surface. According to them, the over-trading, and the
revulsion which succeeded it, were either produced, or greatly heightened, by the
system of our currency. Two laws were accordingly passed, by means of which,
changes of considerable importance were made in the system of our currency. By the
one, it was enacted, that no promissory notes, under the value of five pounds, should
circulate beyond the 5th of April, 1829: By the other, the exclusive privileges of the
Bank of England were so far curtailed, as to permit the establishment, at a distance
not exceeding 65 miles from London, of banking associations with an unlimited
number of partners.@

The observation which first suggests itself, on the subject of these specimens of
legislation, is, that they were enacted in a hurry. Legislation, like most other kinds of
business, when it is performed in a hurry, is not very likely to be performed well.
When, indeed, an enactment does no more than carry into practice, principles, either
obvious in themselves, or universally admitted by all well-informed persons who have
directed their attention to the subject; provided, also, that the applicability or
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inapplicability of those principles to existing circumstances, depends upon facts, all of
which are so obvious and familiar, as to be in no danger of being either mistaken or
misinterpreted; it may then be safe to legislate, even in a hurry: And we do not deny
that there may be dangers so imminent, as to justify the adoption even of an uncertain
remedy, provided it be an immediate one. But no such danger existed in the present
case. Nor was the purpose of this hasty legislation the mitigation of immediate
suffering; which might have been some excuse for precipitation. It was never
contended that the proposed measures had any tendency to alleviate the existing
distress. It was even admitted, that the small-note measure was calculated to aggravate
the distress, by discrediting an important part of the circulation; by which means the
currency was further contracted, and additional force given to that recoil of prices,
which was the immediate cause of the distress. As little could it be said that the
suppression of the small notes was a measure borne out by received principles. Its
proposers themselves never asserted, that the received principles were in its favour.
They fully admitted that it was repugnant to received principles; but maintained that
those principles, however plausible in theory, had been disproved by recent
experience. With these representations before it, Parliament knew so little, or cared so
little about received principles, that it was quite contented to set them aside on mere
hearsay; being perfectly satisfied with the word experience, without giving itself any
concern about the thing, or taking even so much trouble as would have been necessary
to ascertain whether the supposed facts, on the ground of which it was thus called
upon to renounce its strongest convictions, were really facts, or suppositions of the
most unwarranted kind.

First appearances, indeed, had been sufficiently in favour of the ministerial theory, to
enlist in support of it a large proportion of the public of all ranks, and of the public
press. Long before the meeting of Parliament, a loud cry had been raised for the
suppression of the small notes. Those who raised this cry, had seen, of the
circumstances of the case, just so much as they could not help seeing, namely, the
failure of banks, and the distress of many poor persons, who held the notes, especially
the small notes, of those banks. To have seen thus much, required nothing but eyes; to
see any thing further, required eyes, and a mind, capable of directing those eyes. All,
therefore, who possessed the former, but were destitute of the latter, unanimously
agreed, that the small notes ought to be suppressed. Uncultivated minds, minds
unaccustomed to dwell upon any ideas beyond those of the immediate objects of
sense, always jump at once from the good or evil which they see or feel, to the
physical substance, the visible or tangible object, which sight or touch exhibits to
them in the character of an instrument. In this point of view, there is no denying that
the small notes were the cause of whatever losses were sustained by the holders of
those notes; for certain it is, that, had there been no small notes, no person could have
lost any thing by holding them. But we submit, that whatever was thus lost, was lost
not by any pestilential quality in the piece of paper itself, but simply by the insolvency
of the issuers. If, therefore, it be practicable to take perfect securities, that no person
shall issue notes who does not possess property more than sufficient to meet their
amount; it does appear, that the very possibility of loss to the holders of the notes
would be completely obviated. That it is practicable to provide such securities, we
have never yet found any person to deny; and something, though by no means
enough, was done by one of the ministerial measures, towards providing them. Those
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members, who introduced into the discussion on the small notes, pathetic descriptions
of the misery occasioned by the failure of a country bank, might have reflected that
the debate on the Bank Charter Act@ was the occasion on which such descriptions
would have been in place.

We do not accuse ministers of having acted upon views so superficial as those which,
we are persuaded, alone influenced the ignorant part of the public in the cry which it
raised against the small notes. Ministers were well aware that the question turned
upon far other considerations than these. But although they confessed that they were
abandoning the established principles, they do not seem to have reflected, that to
justify the abandonment of established principles, the most perfect knowledge that
was attainable was not more than enough. After ascertaining the few facts which
could be got at by merely ordering a parliamentary return, they took every other fact
for granted, which the establishment of their theory required.

Take, for example, the supposed fact, to which so much importance was attached; that
the currency had been increased for some time previous to the commencement of any
efflux of gold. No fact ever admitted more easily of being proved or disproved before
a committee; but ministers had reasoned themselves, or rather had been persuaded by
others, into a belief that it must have been so; and, this settled, it was not considered
needful, though it were only for the purpose of silencing adversaries, to ascertain
whether or not, in point of fact, it #ad been so. Take next the assumption, that the
small notes had operated greatly to facilitate the speculation and over-trading of 1824
and 1825. Against this supposition no less than five counter-suppositions might be
suggested; not one of which was met, or could be met satisfactorily, without that
inquiry into the facts, which it was not thought necessary to institute. The banks
which issued small notes may not have facilitated speculation at all. Or they may have
facilitated it by their large notes, and not by their small ones. Or they may have
facilitated it by their small notes, but, if the small notes were suppressed, they might
have it in their power to continue facilitating it by their large ones. Or they might have
power to facilitate it by means of some substitute for notes, and without the assistance
of notes, large or small. Or, lastly, they may have facilitated it by their small notes,
and may not have power to facilitate it by any other means; but the utmost facility
which they may be able to afford to it may not be so considerable, as to outweigh the
counterbalancing advantages of a small note circulation.

Had Parliament exerted all the means which it possessed of ascertaining every fact
material to the case, the discordance of the facts with the theory would probably have
rendered any other mode of combating it superfluous. These means, however, were
not exerted; and we must now proceed to examine into the validity of the theory, by a
method more laborious in the process, though equally certain in the result; by
reasoning from the nature and properties of currency and trade. We are persuaded,
that even by this means, we shall be able to disprove the theory in every one of its
essential parts, and by arguments so cogent, that the non-production of so many facts
will only injure the simplicity, without detracting from the conclusiveness, of our
reasoning.

PLL v6.0 (generated September, 2011) 103 http://oll.libertyfund.org/title/244



Online Library of Liberty: The Collected Works of John Stuart Mill, Volume IV - Essays on
Economics and Society Part I

We shall begin by exhibiting, in one view, the whole of the case which was attempted
to be made out against the small notes. It will be seen that the principal arguments
were, in substance, arguments, not against a small-note currency in particular, but
against a paper currency of any description. The advantage which, it was stated,
would result from the suppression of the small notes, was, that there would be less
paper, and more gold: and all which was said against the small notes resolved itself
into this, that paper money was bad, but that the worst sort of paper money was the
small paper.

The following, then, were the objections to a paper currency.

1. That even in non-speculative periods, a paper currency, although convertible into
specie, by law, at the option of the holder, is yet liable to over-issue.

2. That in speculative periods there is always an over-issue, which, by producing a
general tendency of prices upwards, heightens and prolongs the spirit of speculation:
That, when at length the revulsion arrives, the destruction of the extra paper which has
been called into existence by the speculation, renders the recoil of prices more violent,
and for this reason more destructive: And that these circumstances have actually taken
place during the last three years.

3. That when the paper currency is suddenly increased, (at least if it be a paper
currency issued, as ours is, chiefly through the medium of loans), a fall takes place in
the rate of interest, which, by diminishing the incomes of the owners of small
capitals, induces them to engage in hazardous speculations: and that this also actually
happened during the last three years.

We shall now proceed to examine the evidence of these three propositions, one by
one.

1.0Over-Issue.—The first proposition is, That even in non-speculative periods, a paper
currency, although convertible into specie at the option of the holder, is yet liable to
over-issue.

The whole force of this argument lies in the word over-issue. Over-issue, however, is
a thing oftener talked of than understood. What is meant by over-issue? Unless there
be some standard by which it may be judged what is over-issue, and what is fit and
proper issue, it cannot be determined whether a paper currency is liable to over-issue
or not.

Over-issue, is any issue whatever, which depreciates the currency. We are aware that
we are not using the word depreciation in its strict sense. We use it as a short
expression for lowering the value of the currency; or, what is the same thing in other
words, raising general prices. We assert, then, that however extensive the issues may
be, unless the value of the currency is lowered, there is no over-issue. If this be
doubted, which we can scarcely believe, let the reader merely revolve in his mind
what possible harm can arise (while the issuers are solvent) from any issue of paper
which does not raise prices, or lower the value of the currency.
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This being assented to, we next ask, how the value of the currency can be lowered by
any issue of paper which displaces an equal quantity of gold? If the answer be, as it
must be, not at all; and if it be further admitted, as it universally is, that every issue of
paper displaces an equal quantity of gold, so long as there is an equal quantity of gold
in the circulation to displace; the inference must be, that while there is an ounce of
coined gold in the country, there is proof positive of the non-existence of any over-
issue.

Most assuredly the speakers in Parliament did not state the case to themselves in this
way. In the minds of most of them there seemed to be a disposition to regard any issue
of paper whatever as an over-issue. Loud and incessant were the complaints, that one-
pound notes and sovereigns would not circulate together. The Bank of England and
the country banks, were charged with a dereliction of duty, in not contracting their
issues when the exchanges indicated that they were driving gold out of the country.
Now, if it be a sufficient objection against paper that it displaces gold, there ought not
to be any paper whatsoever. Every note of the thirty or forty millions of paper which
are now circulating in this country, displaced, when it was first issued, an equal
quantity of gold. This is so obvious, and now so perfectly familiar to the merest tyro
in the theory of money, that it does not stand in need either of illustration or of proof.

Since the paper, which costs nothing, performs all the functions of currency as well,
the large notes indeed much better, than gold; while every sovereign exported causes
the importation of a sovereign’s worth of productive capital, or consumable produce;
the country gains, by the substitution, the whole value of the gold. There is a gain to
the currency in cheapness, while there is no loss in steadiness of value. The currency
is altogether in a more perfect state than before. When an issue of paper ceases to
displace a corresponding quantity of gold, then, and not till then, is the currency
depreciated; then, and not till then, is there an over-issue. But this, by universal
admission, cannot happen while the Bank continues to pay in specie on demand.

The above argument may be thus briefly recapitulated:
No issue of paper can be called an over-issue, which does not depreciate the currency:

It cannot depreciate the currency, if it displaces as much coin from the circulation as it
adds paper:

By universal admission every issue of paper has this effect, so long as there remains a
single sovereign in the country:

Therefore, so long as there remains a sovereign in the country, there has been no over-
issue.

Thus far, the argument has nothing in it particularly complicated, or difficult of
apprehension. We must here, however, observe, that to understand the rest of the
discussion, the reader must keep constantly in view the principles already established;
and, to be sure of keeping them in view, must dwell upon them before proceeding
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further, till they are quite familiar. Nothing less will be just to the writer, or entitle the
reader to expect either profit or pleasure from the ensuing part of the argument.

With this remark we resume the thread of the argument.

An objection has been made to the above reasoning. Admitting that every million of
notes issued causes the export of a million of coin, it is contended that this effect does
not take place till after a considerable interval; during which interval the currency is
actually increased to the extent of the extra million; its value, consequently,
depreciated to that extent; and whatever bad consequences arise from a depreciation
of the currency (of which speculation is asserted to be one) take place during that
interval.

If the matter of fact involved in this objection were correct, the inference from it
would be indisputable. If it be true that a considerable interval must elapse before the
increase of the currency is carried off by the export of gold, all the evils arising from a
depreciated currency must be experienced in the meantime. We maintain, however,
that the interval is very inconsiderable. And upon this point we join issue with the
opponents of a paper currency.

We shall proceed to state the reasons which have been assigned for the opinion that a
considerable time must intervene between the issue of paper and the consequent
export of gold. These reasons will be taken from the ablest publications on that side of
the question. We should have preferred to take them from the speeches in Parliament,
had the speeches in Parliament afforded them. But the only reason which was urged in
Parliament was contained in one word—Experience: a reason, which, so long as we
are not informed what experience, proves nothing whatever, except the ignorance of
its propounder.

The reasoning of those, upon the authority of whose publications Parliament adopted
this opinion, was as follows:

Until the exchanges have turned sufficiently against us, or, in other words, until
foreign bills have risen to a sufficient premium, to yield a profit on the exportation of
the precious metals, they will not be exported. But the exchanges turn against us, only
when we have a balance to pay to foreign nations. The only process, therefore, by
which the issue of paper can cause the exportation of coin, is the following. It first
lowers the value of money, and raises prices. In so far as this rise of prices affects
exported commodities, it reduces the profit upon their exportation. In so far as it
affects imported commodities, it increases the profit upon their importation.
Importation is thus encouraged, and exportation checked; the imports exceed the
exports, a balance becomes due, the exchanges fall, and gold is sent abroad. Every
step of this process, it is asserted, requires some time; and in particular, a considerable
time must elapse between the sending out orders for additional imports, and the period
when payment for them has to be made. During this interval, therefore, the currency
will be depreciated.

Our answer to this objection is as follows.
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That some time is required to effect the process by means of which a quantity of gold
is carried off equal to the paper which has been issued, cannot possibly be denied. But
it is evident that, for the purposes of the present inquiry, the only material question is,
how much? If it requires only a few days, or even one or two weeks, to carry off the
increase of the currency, any depreciation which can take place during that interval, is
of small moment. But if the depreciation continues for many weeks, or months, its
consequences may be very serious indeed. Let us therefore consider by what
circumstances the length of the interval will be regulated.

The effect of the issue of paper, is to raise prices. We shall not here inquire what
period of time, if any, would elapse, before the rise of prices took place. Suffice it to
say, that until it has taken place, the currency is not depreciated, and therefore no evil
is as yet produced by the issue. But as soon as there occurs a rise in the price of any of
the great articles of import, immediate intelligence is sent off to Paris, or Hamburgh,
and the merchants of those places immediately make their arrangements for profiting
by the rise. The celerity with which the operations of commerce are performed when
there is an adequate motive for so performing them, is matter of universal notoriety.
Extensive shipments would probably be made within a week after the receipt of the
intelligence. Nor is it correct to say that these shipments would not affect the
exchange until the goods came to be paid for by the English purchaser. They would
affect it immediately. There are few merchants who would be inclined to wait till the
goods were sold, for a return to their capital. There are many who could not. These
would immediately draw upon their correspondents, or agents, in London, to whom
the goods had been consigned, and carry the bill to a bill broker in Paris or Hamburgh,
to be cashed. This would bring bills on London to a discount; or what is the same
thing, the exchange would rise. The next post would carry this intelligence to London,
and without a day’s interval the London exchange would undergo a corresponding
fall.

That the exchange cannot rise on one side of the channel without instantly falling on
the other, it is quite unnecessary to prove to any mercantile man. But to those who are
not familiar with the facts, we will explain in what manner the variation, which had
taken place at Paris, in the exchange between the two countries, would communicate
itself to London.

The speculators on the exchanges, hearing that bills on London were selling in Paris
at a discount, or, in other words, that English money could be purchased at Paris for
less than its worth, would immediately send orders to their Parisian correspondents to
invest as much money as possible in bills upon London, at the favourable rate of
exchange. In directing their agent to make these purchases, they, of course, must, at
the same time, supply him with the means. For this purpose they would go to a
London bill broker, and demand bills upon Paris. This demand would raise bills to a
premium, in a word, lower the exchange.

Instead of a long interval, therefore, there is a very short interval between a
depreciation of the currency and a fall of the exchange. Two days carry to Paris
information of the rise of prices; eight or ten days, at the utmost, suffice for the
shipment of goods; bills are immediately drawn upon London for the amount; the
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exchange rises at Paris, and no sooner is this known in London, than a corresponding
fall in the exchange takes place there. As soon as the fall in the exchange, or in other
words, the premium on bills, becomes sufficient to cover the expense of remitting
gold, gold is exported for the sake of drawing against it and gaining the premium.

The expence of remitting gold to France does not amount to one per cent: a
depreciation of the currency, therefore, to that extent, would be sufficient, after an
interval of a few days, to cause the export of gold. The slightest excess above the
expense of transit, is a sufficient motive to those who speculate on the exchanges; a
class of men proverbially keen-sighted, and who are contented with very small gains,
on account of the rapidity and certainty of the return. The exportation would in fact
begin even before the exchange yielded such a premium as would be necessary to
render the speculation a profitable one. There are transactions in anticipation of profit,
as well as transactions for immediate profit, in this line of business as in others. To
give an instance: Mr. Haldimand, in his Evidence before the Commons’ Committee
on the resumption of cash payments in 1819, mentions that in the October preceding,
when France had engaged for very large payments to foreign powers, “the Paris
bankers, anticipating a great demand for bills upon all foreign countries, were
remitting specie to meet the drafts which they intended to negociate to the agents of
all those foreign powers, with a small advance upon their remittance.”@

Among the individuals who are constantly engaged in watching the minutest
indications of possible profit in this line, it is sufficient to name Mr. Rothschild, in
order to convince the reader that neither immediate nor prospective gains are in any
danger of being overlooked.

Let us now recapitulate the substance of our argument against the first proposition.

The proposition was, that a paper currency admits of over-issue. We have seen, first,
that there is no over-issue where there is no depreciation; secondly, that there is no
depreciation, where the paper issued drives out of the country a corresponding
quantity of gold; thirdly, that it always does this, while the Bank continues to pay in
specie: and does it after an interval too short for the depreciation to be productive of
any material inconvenience while it lasts.

Having thus, as we think, completely disproved in theory the proposition of our
opponents, let us now revert to the phenomena of 1824-25: and though, for want of
evidence, we cannot trace accurately the connexion of the events, we can prove at
least, that what is known of them does not afford any ground for adhering to an
opinion, the fallacy of which in theory has been so clearly shewn.

The great increase of the currency, which took place previously to the commercial
crisis, has always been ascribed, and with justice, to the speculations of that year. It
will be shewn presently, that the prevalence of speculation always leads to an increase
of the currency: in the meantime, as this is an admitted fact, we shall consider it, and
reason upon it, as proved. The tendency to speculation first manifested itself in a more
than ordinary degree, in the spring of 1824. It increased gradually during the
remainder of that year, and reached its greatest height during the first three months of
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1825. Now it was also in the spring of 1824, that the efflux of gold commenced. The
exchanges turned decidedly against us in July of that year: And we have the authority
of Mr. Tooke,@ (on whose part it may be regarded as an admission, since it makes
against his theory), that a considerable amount of gold had found its way out of the
country by other channels, some time previous to the turn of the exchanges. Here,
then, is no proof that the exportation of gold does not take place till a considerable
time after the increase of the currency. The evidence is not very conclusive; but such
as it is, it makes against this opinion, not in its favour.

We may perhaps be told, that we do not make a fair statement of facts. It may be
admitted, that the exchanges turned, by the time that the speculations had caused any
increase of the currency. But the currency, it may be said, had been increasing in
amount, for a considerable time previous to the speculations. The country banks had
been extending their issues ever since the year 1822: and had increased them
considerably before the spring of 1824. They are even in the habit of increasing their
issues as corn rises in price: and yet, the increase never affects the exchanges, nor
sends gold out of the country.

These facts are undeniable: and they lead to the consideration of a law of our
currency, which has never been sufficiently attended to; this is, the dependence of its
value upon the Corn Laws.

A rise in the price of agricultural produce invariably increases the issues of the
country banks. The notes of the country banks are chiefly issued in discounts, or other
advances, to farmers and corn dealers. When the articles in which these persons deal,
appear to be rising in price, they apply to their bankers for greater advances, in order
to obtain the means of holding back their stock till the price has reached its height. If
the rise continues for some time, the farmers need greater advances, that they may be
able to add to the supply; and all speculators in corn, at the higher prices, require a
greater quantity of money to make their purchases. Add to this, that when corn is
high, all persons whose property is corn can give better security, and can therefore
more readily obtain whatever loans they require. In this manner the issues of the
country banks are increased, and, we admit, without affecting the exchanges, or
driving gold out of the country.

We maintain, however, that this is not the consequence of our paper currency, but of
those laws which injure us in so many other respects as well as this—our Corn Laws.
We affirm, that the country banks could not thus extend their issues if the trade in
corn were free; and that a similar extension will take place, even under a metallic
currency, while that trade continues under restraint.

These assertions we shall now endeavour to prove.

A circumstance which must by no means be forgotten, is, that when commodities rise
in price, it really requires an increased quantity of money to circulate them. When
corn and other agricultural produce rise in price, more money, by some means or
other, must be had in the agricultural districts; and if it be not permitted to be
produced upon the spot, it will be sent from London. This will cause a diminution of
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the circulating medium in London, and a fall of prices there. As in other cases, so in
this, a fall of prices will produce an increase of exportation. Under a perfectly free
trade in corn, the increased exports would be paid for, as they naturally and properly
should be, by that additional importation of corn which the rise in its price would
occasion: there would, therefore, be no increase in the amount of our currencys; it
would only be differently distributed between town and country. Under a restricted
corn trade, the case is widely different. Corn cannot be imported. Other imports will
not be increased, but diminished, from the fall of their price in our market. In what,
then, can the increased exports be paid for, but in gold? And will not this gold be as
real an addition to the currency, as the country paper? Gold will flow in, until the
vacuum is filled, which was left in the London circulation by the country demands;
since the balance between the exports and imports will not be restored until prices
have again risen to their former level. The addition, therefore, to the currency, and the
fall in its value, will be precisely the same in amount, whether under a paper currency,
or under a metallic.

Lest this general explanation of the process by which depreciation would be
produced, even under a metallic currency, when corn was dear, should not be deemed
sufficiently intelligible, we will now enter more minutely into the detail.

If, when corn is dear, there be need of additional loans in the agricultural districts,
(which is the fact assumed by both parties as the basis of their arguments), the need
would not be less under a metallic currency than under a paper. The farmers and corn
dealers would still apply for increased advances; and as the country bankers are the
great money dealers, to them the application would still be made. The country
bankers, like the London bankers, would not cease to lend money, even though it
were money manufactured by other people; and if they could not increase their issues,
that would be no reason why they should not, if the security were good, increase their
loans. Suppose then that they were prohibited from making loans in their small notes,
in their large notes, or even in bills on London, they would not give up the point so
long as any other medium was to be had; they would write to desire their agents in
London to remit to them a sufficient quantity of Bank of England Jotes, or to
exchange these notes at the Bank for specie, and remit the specie._

If the Bank re-issue these notes, which it may safely do, here is an increase of the
currency, just as much as if the country banks had made the increase themselves. If it
do not, prices fall, and gold flows in, by the process which we have already explained.

We have now, as it appears to us, completely disposed of that argument against a
paper currency, which is founded upon the fluctuations to which it is supposed to be
liable, in non-speculative periods. We have shewn, that there is only one case in
which the amount of our currency, relatively to that of our commodities, can be
increased, without turning the exchange against us, and causing the immediate
abstraction of the superfluous part of the circulating medium:—that this one case is
that of a rise in the price of corn:—and that, although in fact our currency rises and
falls in amount, as the price of corn rises and falls, this is a fluctuation by no means
peculiar to a paper currency, but common to every currency in a country where there
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are corn laws. It may consequently be added to the already long catalogue of the evils
to which we are subjected by those pernicious enactments.

We are now prepared to pass to another head.

2.Speculation.—The second proposition is, That in speculative periods, if there be a
paper currency, it is sure to be over-issued, and by producing a general tendency of
prices upward, to heighten and prolong the spirit of speculation.

To this argument the same reply cannot be made as to the last. It would be in vain to
say, that if the currency be increased in speculative periods, the exchanges will turn,
and carry off the increase; for the increase of the currency which is produced by
speculation, generally to a certain degree extends *itself to those countries with which
our principal commercial transactions take place;_ and the exchanges, therefore, will
turn against us, and drive out gold, not to the extent of the whole depreciation of our
currency, but only to the extent of the difference between the foreign depreciation and
our own. Conformably to this, it will be found, that the rise of prices during the
speculative period of 1824-25 was so great, as to indicate an increase of the currency
much above what would have been sufficient to drive out the excess, if the currencies
of other countries had not been simultaneously increased; and although gold was at
that very time flowing out at a most rapid rate, prices continued for many months at
the same elevated range.

It cannot be denied, therefore, that our currency, as at present constituted, is liable, in
speculative periods, to a fluctuation in value, of the nature of a depreciation.

What, however, may be maintained, and what we are prepared to shew, is, that to this
depreciation a paper currency is not more subject than a metallic would be, if co-
existent with so extended a system of commercial credit as exists in this country: that
every country in which an extended system of credit exists, is liable to a depreciation
of its currency in periods of speculation; and that the only effect of suppressing the
country banks, would be, to cause the same depreciation to take place by means of
credits of a far more objectionable description.

When it is supposed that paper-money is the cause of that depreciation of the currency
which commonly takes place during periods of speculation, that property is
overlooked, which speculation possesses, of creating the medium in which it is itself
carried on.

It seems to be supposed by persons unacquainted with business, and who have paid no
particular attention to the subject, that the whole of the currency of this country
consists either of coin, or of bank notes of some description, issued either by the Bank
of England, or by country banks; and that the currency can be depreciated only by an
undue increase of one or other of these media. This, however, is a mistake.

A large portion of the circulating medium of a commercial country consists of

mercantile bills of exchange. And the functions of currency are discharged, and the
need of currency superseded, to a very great extent, by mere credit.
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In what manner bills of exchange perform the functions of currency, is shewn in the
following passage, from a work which has contributed more than almost any other to
the diffusion of sound principles on the subject of currency:—

Let us imagine a farmer in the country to discharge a debt of 10/ to his neighbouring
grocer, by giving to him a bill for that sum, drawn on his cornfactor in London for
grain sold in the metropolis; and the grocer to transmit the bill, he having previously
indorsed it, to a neighbouring sugar-baker, in discharge of a like debt; and the sugar-
baker to send it, when again indorsed, to a West India merchant in an out-port, and the
West India merchant to deliver it to his country banker, who also indorses it, and
sends it into further circulation. The bill, in this case, will have effected five
payments, exactly as if it were a 10/. note payable to bearer on demand. It will,
however, have circulated in consequence chiefly of the confidence placed by each
receiver of it in the last indorser, his own correspondent in trade; whereas, the
circulation of a bank note is owing rather to the circumstance of the name of the issuer
being so well known as to give to it an universal credit. A multitude of bills pass
between trader and trader in the country in the manner which has been described; and
they evidintly form, in the strictest sense, a part of the circulating medium of the
kingdom._

It is evident that if our currency is capable of being depreciated by an increase of that
portion of it which consists of bankers’ paper, it is no less capable of being
depreciated by an increase of that portion which consists of mercantile paper.

Independently of the direct substitute for money presented by the employment of bills
of exchange in making purchases,—an increased use of credit, whether given by
means of bills or by mere entries in a book, also supersedes the use of money, though
in a less direct mode, and consequently depreciates the currency. For the value of the
circulating medium does not depend upon its quantity merely, but upon its quantity
compared with the number and amount of the pecuniary transactions, in the settlement
of which, it is employed. When, therefore, by an extended use of credit, the amount of
transactions settled through the intervention of money is diminished, the same
numerical quantity of money becomes relatively greater, and the value of the
circulating medium is reduced.

It is well known that every increase of speculation is accompanied by an extended
issue and circulation of mercantile paper, and with an extended use of credit. A period
of speculation is invariably marked by great confidence. While prices are rising, every
one seems to be growing rich, and on the strength of his supposed riches, every one
finds his neighbour ready to give him credit. The speculator wishing, as the term
implies, to extend his transactions, avails himself of this facility of obtaining credit, to
the full extent which his speculations require. For most purposes, it is evidently more
convenient to obtain a banker’s note, for the purpose of making purchases, than to
make purchases with a bill. Notwithstanding, however, the superior convenience of
notes, a large increase is constantly made, in periods of speculation, to the quantity of
mercantile paper performing the functions of currency. And the same, or a still greater
increase, takes place in the amount of transactions which are settled without the
intervention either of bills or of money; by mere transfers in a banker’s or a
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merchant’s books. These additions to the currency have the same effect in lowering its
value, which a similar increase in the issues of the country banks would have.

It is this unavoidable increase of the circulating medium, which renders the recoil of
prices so destructive after a period of speculation. The speculation itself would only
raise the prices of those articles which were the original objects of speculation. But
suppose an article to be sold and resold ten times, (no uncommon event in speculative
periods,) and suppose a bill to be drawn by each successive seller upon the purchaser,
and all these bills to be added to the general mass of the circulating medium employed
in making purchases: the effect which this must have in depreciating the currency, is
most evident. By this depreciation, pric*es in general are raised, and commodities in
general become objects of speculation._ The fresh speculations produce a fresh
addition to the circulating medium, and a fresh rise of prices; and so long as this lasts,
every person in business appears to be rapidly making his fortune; until at last the
articles which rose first and highest begin to fall, from the increased supply which the
high prices have called forth, or perhaps from the mere desire of the holders to realize
their gains. This causes the ruin of a large proportion of the holders of those articles:
their paper becomes worthless, and ceases to circulate: the circulating medium being
thus diminished, the prices of all other articles begin to fall at an accelerated pace,
scattering ruin as the fall proceeds, and not only annihilating the paper of all the firms
which successively become insolvent, but spreading a general distrust, which renders
every one unwilling to take even the customary amount of private paper. The
circulating medium is thus reduced, and prices consequently fall to a much lower
level than that from which they previously rose.

All that fluctuation, therefore, in the value of the currency, which takes place in
periods of speculation, may thus take place without the intervention of bankers’ notes,
by mercantile paper and credit alone.

In case it should be objected, that, if bankers’ notes were abolished, at least that
portion of the increase in the circulating medium would be prevented, which takes
place by the increased issues of the country banks;—we will now shew, first, that if
all bankers’ notes were this day abolished, their place would be filled by an equal
amount of mercantile paper; and, secondly, that, in periods of speculation, the same
addition to the currency, which is now made by bankers’ paper, mercantile paper, and
mere credit, taken together, would be made by the two latter media alone.

To the first of these propositions we have the evidence of reasoning, and the evidence
of fact; both of them of the most conclusive kind.

Country notes are issued in loans made by the country bankers to their customers.
Loans would still be wanted by their customers if country notes were no more: and
the country bankers would still be the persons applied to, in order to furnish them. If
they furnished these loans in specie, they would be obliged not only to go to the
expense of bringing specie from London, but to go to the expense of procuring the
specie itself. They would, therefore, prefer to make the required advances by granting
bills upon their agents in London, which bills being sent to London when due, would
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be exchanged without the intervention of money, by the operations of the clearing-
house.

Accordingly, in Lancashire, where there are no local banks of circulation, bills on
London, drawn by the bankers of that country on their correspondents, constitute the
great mass of the circulating medium; as is proved by the following extracts from the
evidence taken before the Lords’ Committee on Scotch and Irish currency in the last
session:—

John Gladstone, Esq. M.P.—*We sell our goods, not for payments in cash, such as are
usual in other places, but generally at credits from ten days to three months, to be then
paid for in bills on London at two or three months’ date: these bills we pay to our
bankers, and receive from them bills or cash, when we have occasion for either to
make our payments.’ (P. 216.)@

Again: ‘We have a considerable portion of large Bank of England notes in circulation:
these are generally used for the payment of duties, and also for the purposes of
remittance, but the great mass of our circulation is in bills of exchange; sovereigns
and smaller bank notes are only required for such objects as charges of merchandize,
with duties, freights, and other items. I believe the circulation in bills of exchange is
of great magnitude; the circulation of bank notes limited.” (P. 219 [p. 513].)

Lewis Loyd, Esq. says, that before the notes of certain banks in neighbouring counties
found their way into Lancashire, the currency consisted of ‘nine partsbills of
exchange, and the tenth part gold and Bank of England notes. I am inclined to think
the bills of exchange bore a still greater proportion.

The money [he was asked] which you suppose the manufacturer draws for wages, you
are in the habit of paying in gold or Bank of England notes?—Yes, we are wholly.

If he draws upon his deposit account, and it is supposed not to be for wages, how do
you make payment upon that account?—It is generally made in bills of exchange
drawn on London, but we accommodate his wishes as much as we can.

Some of these bills of exchange are drawn from one part of Lancashire on another, are
they not?—The bills of exchange called for by a manufacturer in such a case as that
put, are mostly drawn in Manchester in his favour, and he uses them as he likes.

Supposing a manufacturer in Manchester were to have a deposit account with you,
and to make repeated demands for gold beyond what you thought necessary for the
payment of wages, what would be your conduct?—We should say that we could not
supply him. There is an understanding between the manufacturer and the banker: the
manufacturer is to be supplied with what his wages require; but the ordinary demands
of business beyond wages are usually paid in bills of exchange; and if he did not
conform to that practice, we should complain, and object to his manner of conducting
his account.

Do those bills of exchange circulate from hand to hand in Manchester? Yes; when a
bill is drawn in favour of a manufacturer, he endorses it usually to the person to whom
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he pays it, and the person to whom he pays it pays it again to another, and it goes on
often till it is covered with endorsements.

So that in fact it forms a part of the circulating medium?—the principal part.

Have you not seen bills of exchange of that nature, for the value of 10/. with fifty or
sixty names upon them?—Y es; with twice that number. 1 have seen slips of paper
attached to a bill as long as a sheet of paper could go, and when that was filled,
another attached to that.’

Again: ‘Do you know any system adopted in Lancashire, from which there arises a
check upon the quantity of those bills of exchange that may be issued?—The check
upon them is their convertibility into Bank of England notes; that is, the facility with
which they are discounted in the London market.

That is the only check, is it not?—Yes it is.” (P. 299.)@

Mr. Henry Burgess, a manufacturer at Leeds.—‘What is the general circulating
medium of Lancashire, independent of those promissory notes,’ (of the Blackburn and
Macclesfield banks?)—*the great mass of the circulating medium of lancashire, as in
all the manufacturing districts in the North, is bills of exchange; a part of the
circulation is in gold and silver, and Bank of England notes.

Are not many of those bills of exchange for sums from 10/. to 30/.?7—A great portion
certainly from 10/ to 30/

Are there many below 10/.7—No.

What proportion do you suppose those bills of exchange bear in value to the Bank of
England notes and gold which circulate in Lancashire?—I should say that on the first
of December last those bills of the value of 10l. and not exceeding 30/.amounted to
four-fifths.

If you do not confine your answer to bills of exchange under 30/. what proportion
does the gold and Bank of England notes bear to the bills of exchange in
Lancashire?—I should say that the bills of exchange were more than twenty to one. |
have this day received a letter from a bank in Lancashire, who states the amount at
much higher than that.

Have you any objection to state the name of that banker?—MTr. Roby, of Rochdale, of
the firm of Fentons and Roby.

At what does he state them?—He says they are as fifty to one.i

Do you know of any system by which an effectual check can be given to the amount
to which these bills of exchange may be circulated?—Inasmuch as these bills of
exchange all, or in great measure come to London, and are exchanged at the clearing-
house without the intervention of bank notes, except in the proportion of about one-
twentieth part, the check is a very inefficient one.” (P. 294 [ibid., p. 559].)
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It would, no doubt, be easy for the legislature to abolish this kind of paper currency
also, if it were so minded. Parliament might not only prevent credit from being given
through the medium of the fittest persons, the bankers, in the most convenient form,
that of notes; it might even prevent it from being given through the medium of those
fittest persons in any form whatever. But could it put a stop to credit altogether? If
not, is it not highly expedient that credit should be given in a mode which admits of
publicity, and in which all loss to the lenders from the insolvency of the borrowers
may be completely obviated? You would prevent a company of opulent merchants,
with a large capital, from issuing notes which bear no interest, when you cannot
prevent John-a-Nokes, without any capital at all, from issuing notes which bear
interest, to any extent to which he can find persons to take them. You would prevent a
merchant from receiving bills or notes from his banker, whose power to discharge
them you may render certain, if you please; when you cannot prevent two merchants,
on the brink of insolvency, from agreeing to draw bills to any amount upon one
another, and with these defrauding any number of dealers of their goods, under
pretence of a purchase.

After such testimony as the above, our first position, that if local notes were
abolished, their place would be supplied by bills of exchange, can no longer be
withstood. Our second, that in periods of speculation the same depreciation would
take place by means of bills and credit, which now takes place by means of bills,
credit, and country notes together, will appear upon a little consideration equally
obvious.

The banks increase their issues in periods of speculation in the following manner. The
speculator draws a bill, which he carries to be discounted in the banker’s notes. This
he does, because the notes are more convenient to him than the bill; but if he can find
a banker to discount a bill for him, we may rely upon it that he could find a dealer to
take the same bill in payment for goods. He who has credit enough to obtain a loan
from a banker, has credit enough to obtain goods from a dealer. Whenever there is a
disposition to give credit too easily, which there always is in periods of great
speculation, we may be quite certain that this disposition is stronger among the other
classes of the community, than among the bankers. Other persons have other business
to attend to. The business of a banker consists hardly in any thing else, except in
learning all that is to be learned concerning the stability of those with whom he has
dealings. And though much has been said on the subject of the anxiety of a banker to
get out his notes, we should be surprized if it were greater than the anxiety of a dealer
to get out his goods.

Supposing even that it were found impossible to pay wages and perform the smaller
retail purchases with bills, (though why small bills should not answer as well as small
notes, we are unable to divine); it is not usually in paying wages, or in performing
small purchases, that the speculator lays out the money which he borrows to carry on
his speculations. And if one of the remote consequences of the speculation be the
employment of additional men by the manufacturers, the absence of small notes
would oppose no material obstacle to this, since the necessary quantity of gold might
easily be spared from the retail transactions, by an extended use of bills in the latter; a
change which, in a period of confidence, would be unattended with difficulty.
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Thus, then, it appears, that in periods of speculation, the addition to the circulating
medium ar}kd the depreciation of its value, are no greater with a local bank paper than
without it._

Metallic money, therefore, has no advantage over paper in periods of speculation. But
paper money has an immense advantage over metallic in the revulsion which follows.

During a commercial crisis, credit almost entirely ceases. None but the very best bills,
and of the shortest dates, will pass current in the market; and for all other payments,
ready-money must be provided. Those who have it, are unwilling to let it out of their
hands; knowing that nobody who has demands upon them, will receive payment in
any other medium. They therefore postpone all ready-money purchases. Thus, at the
very moment when money and nothing else will be received in purchases, scarcely
any money is offered; its purchasing power consequently is prodigiously increased,
prices fall ruinously low, and insolvencies are multiplied a hundred-fold beyond what
the mere destruction of the paper of the original insolvents could have produced. Now
then, if a supply of paper, of undoubted security, can be poured into the market,
sufficient to compensate the undue contraction of the currency, all this unnecessary
evil is obviated. But if not, it must wait the tardy process of importing bullion from
abroad: which, after all, may perhaps be hoarded as fast as it comes in.

If the distress of last winter was what it was, notwithstanding the issue of several
additional millions of Bank of England notes; what might it not have been if the
enormous contraction, natural at such a crisis, had been suffered to continue?

We have now, we hope, fully answered the second great proposition of our
antagonists.

3.Rate of Interest.—The third proposition is, That when the paper currency is
suddenly increased, a fall takes place in the rate of interest, which, by diminishing the
incomes of the owners of small capitals, drives them to engage in hazardous
speculations; and that this actually happened during the last three years.

The first position which we think it necessary to lay down, is one which, we presume,
will be called theoretical; not because it is a theory, for that is a character common to
all general principles, but because it differs from the theory of those who arrogate to
themselves the exclusive appellation of practical men. The practical men generally
imagine, that the rate of interest depends upon the quantity of the circulating medium.
Our proposition is, that it depends upon no such thing; but purely upon the
competition between the lenders and the borrowers; and can be affected by no
circumstance which does not influence either the amount applied for by borrowers, or
the amount offered by lenders.

This surely is almost as obvious of itself, as any illustration can make it. If, in one
night, every piece of money in the country, of whatever denomination, were doubled,
whereby all prices would be doubled, and the purchasing power of money reduced
one-half; can any person suppose that the rate of interest would be lowered? True it is,
that all who lent money would have twice as much to lend; but as it would now
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require twice as much to perform any purchase, all who borrowed money would now
find it necessary to borrow twice as much. The lenders and the borrowers would bear
the same proportion to each other, and the rate of interest would remain unchanged.

This error, which consists in supposing, that the quantity of the currency regulates the
rate of interest, and which is one of the most common of the many errors constantly
committed by mere men of business, when they meddle with general reasoning, arises
from that frequent source of incorrect inference, ambiguous language. The word
money 1s used in two significations. In its common signification, money means
money; currency; the circulating medium: the quantity of money means the quantity
of currency; the value of money means its purchasing power. In the language of
commerce, on the contrary, money means money /ent, or rather money offered to be
lent. The market for loans is called the money-market; by the value of money, is
meant the rate of interest: great facility in obtaining loans is called plenty of money;
great difficulty in obtaining them, is called scarcity of money.

This equivoque would, it might be thought, be too obvious a one, to impose even upon
the most ignorant; nor do we believe that it would impose upon any body except the
practical men; who, because they know better than other people a sort of facts which
are not to the purpose, think themselves entitled to remain in perfect ignorance of all
those which are. No other class of persons could have imagined, because currency
and /oans happened to be called by the same name, that an abundance of the one
imported an abundance of the other. The practical men, however, imagine that it does.

But there is another and a more intelligent class of reasoners, who, allowing that it is
an increase of loans, and not an increase of the currency, which operates to depress
the rate of interest, affirm, however, that from the manner in which our paper
currency is issued, exclusively through the medium of loans, an increase of the paper
currency almost necessarily imports an increase of loans. It is upon this ground, that
they ascribe to the paper currency, the speculations of the last three years. Before the
speculations began, there had been, they contend, a greatly increased issue of paper,
the whole of it in the way of discounts or other advances, by the country banks. This
lowered the rate of interest, and by reducing the incomes of those who lived by the
interest of their capital, drove them into all sorts of hazardous speculations. An
increase of issues by the Bank of England afterwards took place, and still farther
heightened the evil.

This opinion, though less absurd in principle than the foregoing, imports a
misapprehension of the actual facts.

Allowing that an increase of lenders tends to lower the rate of interest, it will not
certainly be contended that every increase of lenders has this effect. It is only when an
increase of lenders takes place, unaccompanied by a corresponding increase of
borrowers, that it produces a fall in the rate of interest. If an addition be made to the
loans, coincidently with an equal addition to the demand for them,—much more, if
the former addition is called forth by, and is the consequence of, the latter,—we might
more reasonably expect that this variation in the state of the money-market, should be
attended by a rise in the rate of interest, than that it should be productive of a fall. And
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such, as we shall prove by documentary evidence, was the character of that increase
of loans, which took place during the last three years. It therefore was not, we may
infallibly conclude, the cause of any depression of the rate of interest.

The increased issues were made, partly by the country banks, and partly by the Bank
of England.

It is allowed on all hands, by what circumstance the increased issues of the country
banks were occasioned. They were occasioned by the rise which had been gradually
taking place since 1822, in the prices of all descriptions of agricultural produce. Now,
the only manner in which this could cause an increase of issues, was by causing an
increase of applications for them. In what manner it does this has been explained in a
former part of this essay. The increase of lending, therefore, was called forth by a
previous increase of the desire to borrow. After the speculations began, a further
increase of issues was produced, by a further increase of applications. The additional
loans, therefore, did not come into competition with any part of the capital previously
lent: and the increased issues of the country banks may be dismissed, as having had
no tendency, direct or indirect, to depress the rate of interest.

The increased issues of the Bank of England stand upon somewhat a different ground.
In the case of this establishment, the extension of its loans was its own spontaneous
act, for the purpose of carrying off the superfluous quantity of specie in its coffers.
And had its additional loans been made in the ordinary mode, (the discount of
mercantile bills,) its tendency to lower, for a short time, the rate of interest, would
have been out of dispute. The new loans were, however, made to a new
borrower—the Government. They were made, in the purchase of the Dead Weight, as
it is called; that is, the military and naval pension annuities.

Mr. Vansittart, when Chancellor of the Exchequer, finding that the military and naval
pensions pressed heavier upon our finances than appeared to him to be pleasant or
convenient, bethought himself of a plan for taking a part of the load off the shoulders
of the present generation, and laying it upon posterity. This was to be effected by
prevailing upon somebody to take upon himself the great, but constantly decreasing
burthen of these pensions, upon condition of receiving, in return, from the public, a
fixed annuity for 45 years. This was obviously equivalent to raising an annual loan to
defray so much of the annual expense of the pensions as exceeded the fixed annuity;
the loan to be repaid gradually, when, by the decease of a part of the pensioners, the
annuity should in its turn come to exceed the pensions. To raise a loan, keeping up at
the same time the mockery of a sinking fund, was exactly of a piece with that system
of trickery and juggle which was the grand characteristic of Mr. Vansittart’s financial
career. But with this, or any other of the absurdities, with which this extraordinary
measure was chargeable, we have at present nothing to do. The point essential to our
argument is, that the Bank undertook the payment of a certain portion of the pensions,
on condition of receiving from the public a fixed annuity of 558,740/ From the value
of the transaction, its advances, in the first years, of course, greatly exceeded this
annuity, and could not be made without either diminishing its accommodation to
individuals, or increasing the amount of its issues. Its accommodation to individuals
had already been greatly reduced, by its refusal to discount, except at a rate of interest
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exceeding the market rate. But still the reduction had not been sufficient to admit of
its making the new advances to Government, without an increase of its issues; which
accordingly took place.

So much for the facts. Now for the application. The Bank extended its loans. But to
the same extent to which it extended its loans, a new borrower appeared, in the person
of Government. The new loans displaced no capital which was already invested, nor
deprived any of its expected, or customary, investment. If the advances had been
made by private capitalists, from funds which they had, previously, been in the habit
of lending to individuals, who does not perceive that there would have been a
considerable rise in the rate of interest? The effect of the extension of the Bank issues,
was to prevent this rise. It produced no fall. From the nature of the case, it could not
produce any.

The Bank does not make returns of the amount of its discounts, and other loans to
individuals; and parliament was in too great a hurry to legislate on the subject, to
think of calling for much information regarding it. They called, however, for returns
of the amount of notes in circulation for some years back, on the fifteenth days of
February, May, August, and November, in each year: periods chosen as being the
remotest possible from the payment of the quarterly dividends, which always
occasions a great temporary fluctuation in the amount of the currency; and therefore
indicating, more nearly than any other periods which could be chosen, the average
issues for the quarter. The annexed Table exhibits these quarterly returns for the three
years, 1823, 1824, and 1825, compared with the average amount in circulation in
1822, computed from the same returns; and contrasted with the advances which the
Bank had made, up to the same periods, on the dead weight. It will thence appear,
that, with one exception, at every one of the twelve quarterly periods the advances on
the dead weight exceeded, often greatly exceeded, the increase of the Bank issues.
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Average amount of notes in circulation during the year 1822, taken from the quarterly
returns . . . £18,042,925

Notes in Excess above Amount of advances on Greater or less than the

Year Circulation average of 1822 the Dead Weight increase of issues
1823

fg’b' £17,802,610 none none}

11\/;ay 18,501,370 £ 458,445 £ 885,719} Greater
‘f‘sug'19,892,810 1,849,885 2,110,719}

II\ISOV' 20,353,130 2,310,205 1,885,719 Less
1824

Feb.

|5 20,357,160 2,314,235 3,060,719}

May

15 19,961,900 1,918,975 2,835,719}

‘f‘s“g' 20,960,530 2,917,605 4,010,719}

T;V'21,184,420 3,141,495 3,745,719}

1825 } Greater
Feb.

|5 21,301,930 3,259,005 4,880,719}

May

15 20,046,070 2,003,145 4,615,719}

f‘sug'19,676,010 1,633,085 5,746,094}

Nov.

15 17,980,620 none 5,453,224}

At all these periods, except one, the reader will perceive, that the Bank had increased
its loans to Government, more than it had increased the totality of its issues; its loans
to individuals, therefore, by which alone the rate of interest (as we have shewn) could
possibly have been affected, were diminished; and the effect, therefore, which the
operations of the Bank were producing upon the money market at all these periods,
must have been to keep up the rate of interest, instead of depressing it. The one
period, which we mentioned as an exception, was that of November, 1823; at which
the increase of issues did exceed the advances to Government by rather more than
400,000/. How far so trifling a variation as this, which is not greater than is
happening, as the monthly returns shew, almost every month, and which was almost
immediately withdrawn, is entitled to be considered as the*cause of the fall in the rate
of interest which took place, we leave the reader to judge._
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But what, then, it will be asked, was the cause of the great fall, which took place in
the rate of interest, in 1823 and 18247

We protest against the supposition, that we are under any sort of obligation, because
we negative an alleged cause, to assign the real one. We will, however, make the
attempt; premising that we do not pretend to do more than conjecture; nor are we by
any means certain that in a case of this sort, any thing more than a conjecture can be
made.

The rate of interest, like the prices of commodities, though it is subject to casual
variations, has nevertheless a point to which it converges; and this point is regulated
by the rate of profit upon mercantile capital. The rate of interest, on the average of a
considerable number of years, always bears some proportion to the rate of proﬁt.f If
therefore, we had the means of ascertaining what rate of interest the ordinary rate of
profit would warrant, we should have the means of discriminating between these
fluctuations in the rate of interest which are casual and temporary, and those which
are permanent.

Now, to a criterion of this sort, though we cannot obtain it exactly, we may distantly
approximate. During the ten years of peace which followed the American war, and
during which the rate of interest seems to hav*e been tolerably steady, the average
price of three per cent consols was about 76;_ and the rate of interest on the best
security, measured by this test, would appear to be somewhat under four per cent.
This, therefore, may be considered, with some plausibility, as the rate of interest
which was at that time warranted by the average rate of profit upon capital. After this
period ensued a war of 30 years. During war the rate of interest is always higher,
relatively to the rate of profit, than during peace: because the immense loans which
are then called for, with a view to unproductive expenditure, and not to profitable
employment, render it necessary that a greater proportion of the holders of capital
should be induced to lend it, in preference to engaging it in business: which
inducement can only be held out by means of a rise in the rate of interest. In the
meantime, the great increase of our population, combined with the Corn Laws, which
have only come into operation since 1815, has raised the price of the necessaries of
life greatly above the average of the years preceding the war. This has raised nominal
wages, and by increasing that part of the cost of production of all commodities which
consists of the subsistence of the labourer, has lowered the general profits of stock.
Adverting, therefore, to the greatly increased prices of necessaries in the last ten
years, as compared with the ten years preceding 1793, we shall not perhaps be far
from the truth in conjecturing, that if 4 per cent. was a rate of interest justified by the
rate of profit in 1788, 3%z per cent. is as much as is justified now.

This would show 85 or 86 as the natural and reasonable price of three per cent consols
at the present time, and probably for some years to come. To this price, accordingly,
the three per cents have always gravitated. From the close of the war the funds
gradually rose, until their rise was checked by the commercial distress of 1819.
Commercial distress, by producing a great immediate demand for ready-money,
always lowers greatly the price of, in other words, increases the interest on, all
securities which are immediately convertible. The three per cents fell in 1819 to 60%a.
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But they soon resumed their tendency upward, and on the first of November, 1822,
they stood at 82%s. For a few months afterwards, they were slightly depressed, by
anticipations that this country might possibly become involved in the war which was
then commencing between France and Spain. When these anticipations ceased, the
rise of the funds recommenced, and on the second of December, 1823, they were at
84's, not far from their present price (in December, 1826).

Thus far the fall of the rate of interest is easily and naturally accounted for, by
supposing it to be a reasonable and proper fall, with reference to the rate of profit at
the time. The subsequent rise of the funds from 84% to 967 in about five months,
cannot be thus accounted for. It would be absurd to suppose that in so short a time a
fall took place in the rate of profit sufficient to warrant so great a fall in the rate of
interest. But the truth is that no fall took place in the general rate of interest,
corresponding to this rise of the funds. We are assured by persons possessed of the
most authentic information, that the rate of discount on the best bills never fell lower,
during the last four years, than 3% per cent. To this level it had already fallen in July,
1823, long before that sudden rise in the public securities, of which we spoke. We
have little doubt that this rise was merely the effect of speculations on the Stock
Exchange. It occurred at a period when speculations were rife, and when, the funds
having risen gradually with little interruption for three years, the speculators were
very likely to calculate upon a further rise. At all events, from whatever cause the rise
may have begun, it was sure, when it did begin, to set the speculators in motion, and
to produce that ulterior rise from speculative purchases, to which the funds are liable
in common with all other articles which are bought and sold.

We have now disposed of the three great arguments against a paper currency in
general: viz. first, that it is liable to over-issue; secondly, that it affords facilities to
speculation, when excited by other causes; lastly, that the fluctuations in its amount,
produce fluctuations in the rate of interest, and that, when a fall of interest is produced
by this cause, speculation is the consequence.

If the foregoing deductions are as conclusive as they appear to us, it has been
established that these three objections either are not applicable to a paper currency at
all, or not in a greater degree than to a metallic currency.

The expediency, therefore, of the suppression of the small notes, in so far as it
depended upon any of these reasons for its support, may be pronounced to have been
disproved.

Of objections applicable to the small notes, but not applicable to a paper currency at
large, two only have been alleged. The first is, that the holders of small notes are the
persons who suffer most from the insolvency of the issuers: The second is, that the
small notes are the great cause of panics.

The first of these objections would be obviated, if the insolvency of banks of

circulation were rendered, as it might be rendered, virtually impossible. The second
appears to us to be unfounded.
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Under a system of banking so wretchedly constituted as ours, where that general
apprehension, which is called a panic, is often no more than a very justifiable
alarm—it may be that the alarm (although it does not arise earliest) continues longest,
and 1s most difficult to remove, among the holders of the small notes. And under such
a system it may be said, with some plausibility, that the small notes are a cause of
panics. Under a secure banking system, on the contrary, it is not the small notes, but
the absence of small notes, which is apt to be a cause of panics.

In Scotland, where there is no reason for a panic, (only two banks of circulation, we
believe, having there become insolvent in the last hundred years), it is in evidence
before the committees that the people prefer notes to gold, because they feel
themselves incapable of discriminating between real and counterfeit coin. This will
always be the case, where the currency, with the exception of the subsidiary coins, is
wholly paper, and where no insolvencies occur to shake the public confidence in the
latter. If gold circulated in Scotland along with notes, the probability of a panic, under
a banking system so perfectly secure, would even then not be considerable; but it is
difficult to believe that it would not be greater than at present.

While ministers and parliament were wholly taken up by the vain attempt to remove
the causes of mercantile revulsions, they neglected to apply many of those palliatives,
which legislative wisdom would have suggested, to mitigate the destructiveness of
those revulsions, when they occur.

Against one of the most distressing features in the late crisis, the failure of the country
banks, they did indeed provide a partial remedy, by permitting the establishment of
banks with an unlimited number of partners, in any part of the kingdom, beyond a
circle of 65 miles round London. The Bank of England would not consent to any
greater sacrifice of its exclusive privileges, except upon condition of a further
prolongation of its charter: to which condition, much to their credit, ministers refused
to accede; and England must, therefore, wait till the year 1833, when the Bank charter
will expire, for the establishment of banks with more than six partners in and near
London, or of banks with limitation of the responsibility of any of the partners, in any
part of the kingdom. For what has been done, however, by ministers, to render
banking partnerships more secure, we are willing to give them the due praise; and, in
our opinion, much more has been done than many of the speakers in parliament were
disposed to allow.

It was argued, by Mr. Baring and others, that unless the measure extended to the
establishment of banks with limited responsibility, either upon the principle of a
commandite or of a joint stock company, it would be nugatory; since very few banks
had hitherto availed themselves even of the full number of partners allowed by law;
and if even six persons had so rarely been willing to risk their whole fortunes by
embarking in a bank without limitation of responsibility, it was, they argued,
extremely improbable, that a still greater number of persons should do so.

The readers of our former Volumeﬂ are aware that we entertain an opinion highly

favourable to such an alteration in the law as shall permit commandite partnerships,
not only for banking purposes, but for all others.
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Yet, we are far from going along with Mr. Baring in the opinion, that because this has
not been done, nothing has been done. The difference, either in stability or in credit,
between a bank with five and a bank with six partners, is a trifle: and the sixth place,
being the last, will generally be kept open until some person, with capital and credit
sufficient to be of material service, may offer himself to fill it. But the difference both
in stability and in credit between a partnership of six and a partnership of sixty, is
ceeteris paribus very great; a bank, therefore, which has no motive to increase itself to
six, might have abundant motive to increase itself to sixty partners, which it could the
more readily do, as the risk to each of the sixty would only be one-tenth of what it
now is to each of the six. The truth is, that associations of from six to twenty partners
are by many degrees more unsafe than any other kind of partnerships. The majority of
the partners, though their whole fortune is at stake, cannot personally superintend the
management, and they are not sufficiently numerous to appoint a committee for the
express purpose of watching over their interests. When the shareholders are more
numerous, they appoint a Board of Directors to superintend and control the managing
partners or officers; and that superintendence, which cannot be exercised by the
partners individually, is regularly exercised by those of their number in whom they
most confide.

It is difficult to conceive how Mr. Baring could assert, that persons would not be
found to enter as sleeping partners into banking companies without limitation of
responsibility; when he could not be ignorant of the great number of mining and other
associations which exist in London without any such limitation; and when, (to say
nothing of the newly-established provincial banks in Irelilnd,) it is proved by the
returns made to parliament, that six of the Scotch banks,_ without any limitation of
responsibility, consist of 112, 147, 202, 446, 521, and 1238 partners respectively; and
that there are five other Scotch unchartered banks, in each of which the number of
partners exceeds sixty—while, of the twenty-nine unchartered banks, there are only
five in which the partners amount to any number intermediate between eight and
sixty-one; a fact strongly corroborative of our remark, that such partnerships hold out
less advantages than any others.

Nor is there more weight in another argument which has been urged by some, to
prove the unimportance of the late alteration in the law; namely, that a considerable
number of the Scotch banks consist only of a small number of partners. It has never
been asserted that the existence even of chartered banking companies, was
incompatible with the existence of common banking partnerships. But it is
incompatible with the existence of banking partnerships whose credit is not equal to
that of a banking company; and this is surely as perfect a security as is necessary.
Accordingly, the banks with few partners have in Scotland been found practically as
secure as those with many.

The measure of ministers, therefore, was not only unobjectionable in principle, but
will prove, we doubt not, useful in practice. Still, it was not the only security, which it
would have been practicable and useful to take against the insolvency of bankers.
And, such as it is, it will not, probably, come into full operation for some time. There
is another and a still more effectual check, which might have been brought into
operation immediately. It might have been rendered imperative upon the country
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banks to make returns, at stated periods, of the whole amount of their notes actually in
circulation, together with the property which, after satisfying all other demands, the
concern possessed, as the means of meeting those notes. These returns should, like the
returns for the purpose of the income tax, be liable to be verified on oath, if required;
and should include all the assets of the concern, exclusively of the private fortunes of
the partners. No banker, to whose credit the publication of these statements would be
favourable, could feel any disinclination to furnish them; and while they would render
it absolutely impossible for a bank to issue more notes than it possessed the means of
paying, they would not be liable to the same objections as the regulation which has
been suggested, requiring all banks of circulation to make deposits of stock, a plan
which, to say nothing of several other possible inconveniences, would probably cramp
exceedingly the power of the banks to afford accommodation to the public. The same
regulation would meet the objection which we have sometimes heard against a
currency consisting of small notes, that the influence of the country bankers is such as
to render them virtually inconvertible. Under the present banking system this
argument may have some weight. We can readily conceive that it may be in the power
of a country banker to pass his notes among the poorer classes, although his credit is
not sufficient to give them general circulation. But the plan which we have suggested
would put an end for ever to the circulation of country notes of inferior quality. The
quantity can never be unduly increased by the mere influence of the country bankers.
For there is always somebody in every district who 1s beyond the sphere of that
influence; and as soon as the amount of the circulation has been increased beyond the
due extent, it is the interest of this somebody to buy up the notes and present them to
the issuers for payment.

The Bank of England likewise should be required to make periodical and frequent
returns of its issues; distinguishing according as the notes were issued in discounts, in
purchases of exchequer bills, advances to Government, purchases of bullion, and so
forth: not to obviate any danger of the insolvency of that establishment, but in order
that any alteration in the amount either of its issues or of its loans, which could affect
either the money market, or the value of the currency, might be known at the very
earliest period possible. Such returns would not only remedy all the real defects of our
currency, but, even if the defects were real, which we have shown to be imaginary,
even to these they would provide an effectual remedy.

Another measure, which parliament did not think proper to adopt, but which, had it
been adopted, would have done more to relieve the present, and mitigate future
distress, than any other measure that can be named, is the repeal of the Usury Laws.

One of the chief peculiarities of a period of commercial distress is, that every body
wishes to borrow, while nobody is willing to lend. From a fall of prices, or the failure
of some one who is indebted to him, a merchant is disappointed of a sum which he
expected to receive, and which was his only immediate means of meeting an
engagement falling due the same day. Failure to pay a bill when it becomes due, is an
act of insolvency; and a merchant will raise money at any sacrifice to avoid it. When
many persons are placed simultaneously in this situation, it may be supposed for what
an extraordinary amount, beyond the usual quantity of loans, a demand is produced.
But the same cause which produces this desire to borrow, produces at the same time a
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disinclination to lend: not only by reason of the little confidence which at such a
period is likely to be felt in the solvency of the borrower; but because the fall in the
public securities, and in the prices of goods, occasioned by the same attempts to raise
money immediately, enables him who has funds at his command, to invest them at a
profit greatly exceeding the legal rate of interest. Who would lend to a merchant at
five per cent, at the risk of losing all by his insolvency, when by buying into the three
per cents at 75, he can obtain immediately four per cent upon his money; and by
selling out a year afterwards, when they have risen to 83, realize a profit of about ten
per cent more, independently of the dividends accruing in the intermediate period,
amounting in all to a gain of fourteen per cent in one year? The same persons might
perhaps be willing, if they were permitted, for the sake of the immediate gain, to
discount at short dates, at the rate of seven or eight per cent. Thus, by not being
permitted to borrow money for a few weeks, at two or three per cent above the legal
rate, many merchants have no doubt been ruined; while a far greater number have
possessed themselves of the means of continuing their payments by the most
enormous sacrifices in other ways. For here the absurdity of the usury laws shines out
in the most glaring colours. The laws which prevent money from being raised by
borrowing, cannot prevent it from being raised by forced sales of stock, or forced
sales of goods. The same stagnation which renders it so difficult to borrow money,
renders*it still more difficult to dispose of goods, except at ruinously low prices. Mr.
Tooke,_ in his pamphlet on the currency, states, that to his knowledge, during the late
crisis, extensive sales were made of stock, at a loss of twenty or thirty per cent; and of
goods for immediate money, at a still greater sacrifice. Mr. John Smithf “knew an
instance in which, for a very large sum, no less than from 74 to 76 per cent had been
paid. This, of course, had been done by a bargain in selling out stock for money.” And
Sir Henry Parnellf stated, that “a banker had told him that instances had come to his
knowledge, in which,” by forced sales of goods, “a loss of 90 per cent had been
incurred.”

The opportunity was lost of ridding the country of the nuisance of these laws, which,
nugatory in periods of prosperity, exist exclusively to the effect of aggravating the
pressure of commercial distress.

The list of palliatives which might have been adopted, is far too long for enumeration.
We must, however, add one more, which we hold to be of considerable importance.
The notes of the country banks ought to have been made payable in Bank of England
notes only, and not in gold. It is evident that so long as the Bank of England is
solvent, the security of its notes is equal to that of gold. By rendering them a legal
tender in exchange for country notes, not only would the nation be spared the expence
of keeping a reserve of gold in every country bank, but the evils of a panic would be
greatly mitigated. It is well known that the great cause of the failure of so many
London bankers in December 1826, was the immense drain upon them for specie to
meet the demands of their country correspondents. The same demands produced that
drain upon the bank, which so very nearly produced a second suspension of its
payments.

To the above catalogue of remedies omitted, may be further added the repeal of the
Corn Laws; which, as we have shown in a former place, are the cause of the chief
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fluctuations to which our currency is liable, and which, moreover, by lowering the
rate of ordinary mercantile profit, really produce that tendency to hazardous
speculations which is so erroneously, though so commonly, imputed to the system of
our currency.

If the views which have been promulgated in the preceding pages be correct, it must
appear that parliament, in its attempts to legislate for the currency, and for the
commercial crisis, has erred most widely, both in what it has done, and in what it has
omitted to do.

These errors did not take place without a cause; and the cause, which led to such
effects, must needs be one, which it is of no small moment to us to investigate.

Interest, in this case, is chargeable with no part of the blame. Neither Parliament, nor
those who make the Parliament, had any interest in the question, other than the
general interest of the nation: and the speakers from all sides of the two Houses
demonstrated generally a laudable freedom from party feelings and prejudices. Yet,
though every person obviously applied his mind to the subject with the most sincere
desire of being right, it not only happened, in our opinion, that the great majority
came to a conclusion which is wrong, but all who are even moderately conversant
with the subject must allow, that but a small share of ability was displayed by either
side, even in the statement of its case. Nobody seemed to have made the subject a
matter of study. Nobody seemed to have made even an attempt at examining it in all
its bearings. They had come to the consideration of the facts of a very complicated
case, unprepared by a previous acquaintance with those general principles, which
would have taught them what were the facts, among so great a number, which it was
necessary to attend to. They remained almost universally in ignorance of the material
facts, for want of knowing what facts were material; and attending only to the obvious
appearances, jumped from one seeming coincidence, to a crude generalization. Even
the most acute, for want of a clue to guide them, could do no more than can be done
by mere sagacity, unassisted by knowledge; which is, to form a strong conception of
some one or two of the material circumstances, and to draw, from these one or two
circumstances, what would have been a just inference if there had been no other
circumstances to be taken into the account, but in which all the other circumstances
were overlooked. The crudeness of their conceptions was strikingly demonstrated by
the inability of any of them to give any thing like a connecte*d statement even of his
own case. With the exception of the Marquis of Lansdowne_ on the one side, and
Major Maberly on the other, not a man could state the grounds of his opinion in a
manner which would be deemed creditable by any well-instructed person who agreed
with him. And even the Marquis of Lansdowne only professed to state the argument
as he found it in Mr. Tooke’s pamphlet. It is true that he could not have taken it from
a better source: it is true, moreover, that he seems to have understood the pamphlet,
and therefore, although in our opinion misled, he was misled by arguments by which
it is no discredit to a man of sense to have been led astray. There were few of the
speakers on this question, Whigs or Tories, in whose favour so much as this can be
said.
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This universal incapacity is not accidental, nor is it confined to this question. It may
be observed on all questions requiring any depth of thought, or accuracy of
knowledge; and it is only more conspicuous on a subject like the present, because it is
not quite so easy to make words pass for ideas on such a topic, as on a question of
government, judicature, or law. Nor will this incapacity appear wonderful, when we
reflect, that the same cause which disables most of our public men from coming to the
right conclusion on one subject, disables them equally on all—they have no general
principles to guide them.

As there are quack physicians, and scientific physicians, so there are quack
politicians, and scientific politicians. The characteristics of the quack are very seldom
accurately conceived; and the word generally expresses little more than a vague and
unanalyzed feeling of contempt. But the distinction between the man of science and
the quack, is broad and obvious. The man of science is he who knows and applies the
general principles, the theory, of his art. The quack, or empiric, is he who, ignorant of
principles, generalizes upon the few particular instances which his own narrow
experience has presented to him. Now, the general principles of the physician are the
general laws, according to which it has been observed, or inferred, that the
phenomena of the human body regulate themselves. The general principles of the
statesman are, in like manner, the general laws, according to which it is observed, or
inferred, that the phenomena of human society regulate themselves. By the diligent
study of these laws, the philosophic stateman or physician has learned, what causes,
in the field of his inquiries, are followed by what effects. By this knowledge, he is
taught to look for the effect, only when he has perceived the cause: while the empiric,
on the contrary, who is ignorant of the cause, expects the effect, whenever he has
observed that, once or twice, in circumstances not obviously dissimilar, the same
event, or something like it, has occurred.

The world has produced many scientific physicians, but few, very few scientific
statesmen: nor is there much in the education or pursuits of our practical politicians,
which warrants the expectation that many such will arise in their ranks for a long time
to come.

In the first place, every scientific statesman must, in the present state of the world, be
self-taught. In any established system of education he will meet with few helps, and
many obstructions. He to whose skill the care of the human body is confided, finds
every where some provision made for teaching him, in the best manner which the
state of science in the age and country will allow, the causes which determine the
good or ill condition of the human body. But he who is destined to direct the
government of a nation, finds nowhere any adequate provision for teaching him the
causes which determine the good or ill condition of the political body. In few
countries do the laws of human thought, and human action, the principles of
legislation, government, and political economy, form any part of the established
course of education. In the great public seminaries for the education of the higher
ranks of our countrymen in particular, not only are these branches of knowledge not
taught, but every thing that is practicable is done to keep the mind of the student from
turning towards them; partly by direct discouragement, partly by holding out rewards
and honours exclusively to pursuits of a character diametrically opposite, and the
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more trifling and unprofitable the better; thus drawing off, by the appearance of
intellectual exercise, those active minds, which are ambitious of higher distinctions
than that of being victor in a rowing match, or in a horse race.

If the education of our statesmen and legislators does so little to fit them for their
business, their subsequent occupations do still less.

A part, after they leave the school or the university, enter into the subordinate
departments of the public offices, and serve their apprenticeship to the highest
functions of government by discharging the lowest. If these have not acquired a taste
for the study of the general principles of political philosophy, before they enter upon
this career, they are little likely to acquire it amid the official drudgery in which they
are from that time immersed. It is not in the midst of such occupations as these, that
the mind learns to contemplate, on an extended scale, the operation of the causes of
national prosperity and decline. Facts, of a certain description, they may have
opportunities of observing; statistical facts, which it is necessary that the stateman
should know, as it is necessary that the physician should know the constitution of his
patient, but which he can learn as well, or better, from the testimony of others, as from
personal observation. But it would be as reasonable to expect that a bricklayer’s
labourer, by piling up bricks, should learn the principles of architecture, as that a clerk
in an office should learn, in the exercise of his calling, the principles of good
government. He who learns nothing but official details, knows nothing but official
details: and if he would know any thing else, he must seek his knowledge elsewhere.

The next class from whom our legislators are drawn, is the mercantile and
manufacturing class. After a life spent in the inspection of balance sheets, and prices
current, they retire from *Change, and frequent St. Stephen’s, imagining themselves
capable of managing the state, because they have succeeded in managing the
counting-house. The circumstance which is most characteristic of this class, is the
persuasion which they have universally imbibed, that on all subjects which concern
the wealth or commerce of a nation, it belongs to them to decide, and to the rest of the
world to obey. These pretensions they uphold by styling themselves practical men,
and warning off the ground, with no very mild denunciations, all persons who, under
any other title, venture to encroach upon it. The idea which, we presume, they wish to
convey when they call themselves practical men, is, that as men of business they
possess a practical knowledge of many facts, not equally well known to others, which
bear upon the particular question under discussion. Even if this were true, it would not
entitle their opinion to any particular weight; because the knowledge of facts does not
necessarily impart any peculiar qualifications for drawing the right inferences from
these facts; and besides, if they know facts not known to other people, let them state
those facts; but let them not complain because their inferences from facts are not
taken for facts, and received upon their authority. The assertion, however, that what
are called practical men, possess any peculiar acquaintance even with the facts, on
which the decision of great public questions usually turns, is devoid of truth. A
merchant, as such, is not necessarily acquainted with any facts, except those which
determine him to buy and sell: nor even here is his knowledge necessarily very
profound. Those who have been behind the scenes know well, what an affair of mere
routine mercantile business usually is. To produce, purchase, or import, every year,
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about the same quantity which was produced, purchased, or imported, the year before,
increasing or diminishing the quantity a little, as the market appears to be looking up
or down,—constitutes, pretty nearly, the sum total of the art of commerce, as it is
commonly practised. What the chancellor Oxenstiern said of the government of the
world, may be said with almost equal correctness, of its trade, Quam parva sapientid
regitur! The moment these men of practice quit the beaten track, strike out a path for
themselves, and launch into the field of commercial speculation, all becomes mere
guess work: the sort of experience which they have acquired is not of a nature to make
them acquainted with the remote causes of the events which they hear and see; and
their ignorance of these renders them mere gamblers; incapable of foresight, incapable
of calculation; staking their fortunes upon the chances of the market, precisely as men
of another description stake theirs upon the chances of the card-table.

It is not to be denied that a merchant has peculiar opportunities, if he knows how to
employ them, of knowing some of the facts which bear upon many great public
questions. But these very opportunities of knowing some of the facts, are apt to divert
his attention from the remainder; and by knowing half the facts, being ignorant of the
other half, he is still more likely to come to the wrong conclusion, than he who is
ignorant of the whole. He may, in general, be trusted to, for judging, with tolerable
correctness, of the effect which any measure will have upon his own immediate
interest. That ignorance of remote causes, of which we spoke, disables him, in the
majority of cases, from judging correctly of the effect of the measure, upon even his
own ultimate interest: and of its effect upon the public interest, he is usually a worse
judge than other people, because his attention is wholly fixed upon a different part of
the subject. We might illustrate this observation by numerous specimens of the part
which has been taken by the practical men on almost every great commercial question
for the last twenty years. As might be expected from the extremely narrow range of
their experience, they are in the habit of giving utterance to more absurd theories than
any other class of human beings, and are notoriously the last persons who can be
taught how to use their own eyes, or to comprehend the most obvious signs of the
most familiar phenomena. At the time of the Bullion Report, they to a man
maintained, that a currency could never be depreciated, so long as it was issued only
in discounts at 5 per cent, upon bills of short date, and undoubted security; and
averred, that since, at that time, guineas were not at a premium, it was a conclusive
proof that the currency was not depreciated. To the above opinions, a portion of them
continue to adhere._ The majority, having at length been shamed out of these
extravagances, by men who had never crossed the threshold of a counting-house, and
who were probably ignorant of the difference between a day-book and a ledger, now
stride at once to the opposite extremity of the scale; imagine that this over-issue,
which they had deemed impossible, is the one and only source of every evil that
befals the country; and after giving the whole weight of their support to a currency
which was liable to excess, now join in raising the cry of excess against a currency
which is not.

There is yet another class, from which a large portion of our legislators are taken—the
country gentlemen; and these, having over the two former the advantage of leisure,
and of not having their minds narrowed by exclusive devotion to one particular
pursuit, would be, beyond question, the fittest class for the functions of legislation,
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were their education so directed as to give them either the qualifications of a
legislator, or a taste for the acquisition of those qualifications. But—so exquisitely is
our system of education adapted to its end—to nine-tenths of them it teaches nothing;
to the remaining tenth, nothing but what they do not want: and we consequently find
that this class, in qualifications for business, is only distinguished from the other two,
by possessing in a greatly inferior degree that diligence and attention, which, from
early habit, commonly adhere to those who have been trained in the routine of the
counting-house or of the office.

That a legislature thus composed should scarcely ever be able, even when it is willing,
to legislate for a great nation as the wants of a great nation require, is a result which
ought to excite neither disappointment nor surprise. By what rule can he, who has no
scientific knowledge of the connexion between effects and causes in public affairs,
distinguish causation from mere casual coincidence? And what is the quack, but he
who confounds the latter with the former? And, accordingly, from time immemorial,
it has happened to this country as to others, that its laws have been made by quack
legislators, and its affairs administered by quack statesmen; while it is only now and
then, at immense intervals, that a man has arisen, who made even an approach to the
character of a scientific statesman or legislator. But though this be the deplorable
picture which history exhibits to us, it holds out one great and encouraging lesson:
That the man of general principles, even though imperfect, has ever thrown the men
of tricks and expedients into the shade: That in every age, he who has approached the
nearest to the character of a scientific politician, has been confessedly the first man
among his contemporaries, and the only one whose reputation as a statesman has long
survived him. What was it which made Edmund Burke, with all his errors, (and few
men have committed more grievous ones,) soar so immeasurably above the vulgar
orators, and still more vulgar statesmen of his day? What, except that he was a man of
general principles? Imperfect, indeed, and in many important points erroneous, those
principles were; but they will cause his name to be remembered, when the waters of
oblivion shall have closed over the greatest and most admired of his contemporaries,
and when the very existence of such men as Pitt and Fox, shall be remembered only
by the places which they held.

From his time to our own, in so far only as Mr. Horner is an exception, the only man
of general principles who has made his appearance in public life, was Mr. Ricardo.
And the ascendancy, which, in the few short years of his parliamentary career, this
great man acquired, over the minds even of those by whom he and his principles were
abhorred, but who could not avoid feeling the infinity of their littleness when beside
him, is an inspiring lesson to all who shall hereafter start in the same career of
excellence, and a salutary antidote to the benumbing counsels of those preachers of
indifference, who assiduously chaunt the parrot strain that true greatness is never
appreciated, and who, by way of apology for their own firm determination to make no
attempt at benefiting mankind, strive with all their might to persuade others that
mankind are far too foolish and wicked, to render the idea of benefiting them any
thing but the dream of a madman.

Of the present ministers, a part have adopted the conclusions which Mr. Ricardo had
deduced by logical ratiocination from the most extensive and best established laws of
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human action; and are so far superior to the mere statesmen of routine. But men born
when they were born, educated as they were educated, and occupied as they have
been occupied since they entered into life, could scarcely be expected to have attained
so clear a conception of those general laws, or so much skill in following them out to
conclusions applicable with unerring certainty to the particular circumstances of each
particular case, as to be able to tread unassisted in his path. They are so imperfectly
acquainted with the principles from which the opinions they have adopted are a
deduction, that they are continually liable to make mistakes in the application. So
conscious are they of this, that they always seem to be afraid of their ground, and
distrustful of their own opinions: ready to follow implicitly the guidance of any
plausible person, the general tenor of whose opinions coincides with their own; but
their confidence in others as easily shaken as their confidence in themselves;
vacillating; unsteady; and quickly frightened (not by fear for themselves, but by an
anxious desire to do their duty, coupled with distrust in their own judgment) into the
abandonment even of the opinions of the truth of which they have professed, and with
sincerity, to be the most firmly convinced. Thus, on the very subject in
discussion,—the subject of a paper currency,—they were at first so eager to put a stop
to the circulation of the small notes, that they could not wait for the form of
parliamentary sanction, but prohibited, on their own responsibility, the stamping of
such notes. Then they grew alarmed at the stories which they heard concerning the
discredit into which the small notes had fallen through their over-anxiety to get rid of
them in a hurry; and they permitted the issue of the small notes of the Bank of
England—beyond all question the worst sort of small notes—for a further period. But
now with one accord the Scotch bankers, and all who were connected with Scotch
bankers, raised an uproar; in which they were cordially joined by every Scotch jobber,
who, hating ministers for the good they had done, stretched a point to oppose them
even when they were doing mischief. The great novelist himself took the field, and
put forth an entertaining story-book on the currency,! in which, between an anecdote
and a joke, he wedged in an insinuation, that Scotchmen had not yet forgotten the use
of the claymore. Completely bawled down, ministers at length did for the Scotch and
Irish currencies, what they ought from the first to have done for the English; they
granted a Committee of Inquiry. The result was, that the proposed change was
abandoned so far as respected Scotland, and postponed as regarded Ireland: and if
ministers have one-half the discernment for which we give them credit, they have
long since deeply regretted that they ever hazarded a measure, which has materially
lowered them in the estimation of the public, and done no good.

The debates in Parliament were rather marked by general weakness, and ignorance of
the subject, than by the peculiar absurdity of any one among the opinions which were
broached. There was something deserving of attention, however, in the treatment
which was sustained by the unfortunate science of political economy. On most
questions affecting the public wealth, the party in the right is pretty much accustomed
to be taunted, by the party in the wrong, with being misled by political economy. But
in the present instance, each party was taunted, by the other with having been led into
its present errors by that delusive study. Those who were for a gold currency, said,
they had never concurred in the theories of the politi{cal economists on the advantages
of a paper currency. Among these was Mr. Tierney,_ who said that on this point he
was more obstinate than on any other, although (he added) he knew that good, wise,
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and well-informed men differed from him, and although, he, for his part, affected to
know no more, and see no farther, than his neighbours. Those who were for a paper
currency said, that “excepting only the members of the Political Economy Club, there
were no persons to be found who approved of the conduct of ministers.”’ Another
speaker on the same side, Mr. Hudson Gurney,* “could not help attributing the source
of all the evil to the Bullion Committee. Mr. Horner had come up to it from Scotland
to confuse the question with Scotch metaphysics.” From all which it may be inferred,
that there were at least some persons on both sides, who, although they differed in
their opinions, agreed in their contempt for persons who were wiser than themselves.

4 66

Proportioned to the invectives of both parties against “political economy” and
“metaphysics,” was the eagerness of each to shew that it had the practical men on its
side; and vehement was the contest before they could settle, on which side the
practical men really were. Mr. Baring, who agreed with ministers that the small notes
were a nuisance, but who pertinaciously opposed their suppression, on the ground (if
we comprehend him rightly) that a period of distress was the wrong time for such a
measure, made a series of speeches, in one of which, amid bitter complaints of the
sacrifices made to theory, and the disregard shewn to practical men, he exhorted the
House to recollect, that, in spite of all eloquent speeches, it “stood in this
situation—the men of business in it, from one end to the other, told the right hon.
gentlemen to beware. He did not think there was one banker or merchant in the
House, on whatever side he might be accustomed to vote, who ventured to say he
thought this measure could be carried without injury to the country. . . .. If any
practical man would get up and say that this measure*could be carried into effect
without great suffering, he would give up the point.”_ His call was answered by Mr.
Grenfell, who took a widely different view of the state of opinion among practical
men. “As a practical man, his opinion was, that not only might this measure be carried
with safety, but that there could be no permanent safety for the country without it.
There was not a single practical man who would attempt to deny that the one pound
note system was a nuisance which ought to be abated; that the evils which now
afflicted the country originated in those notes, and that one of the remedies for those
evils was to do away with that circulation.”f

The word experience was of course bandied from one side of the house to the other,
and the average number of appeals were made to it from theory, by that numerous
class, who are accustomed to judge of the wisdom of a measure exclusively by the
event. Among these Mr. Brougham’s appearance will excite surprise. He candidly
owned that he had once been of opinion that a paper payable in gold by law, on
demand, could never exist in excess, and that “experience alone had shaken his firm
belief in this theory.”% We think that it would have been more to the credit of Mr.
Brougham’s wisdom, had he remained silent on a subject which it is evident that he
had not studied. It is not by merely glancing at the surface of the subject, and making
himself acquainted with one or two of the more obvious facts, that a man becomes
entitled to say what is or is not experience.

Among the speeches, the most deserving of attention, in many points of view, were

those of Mr. Baring; and to these alone we shall further advert. We have not room for
an examination of the numerous theories which that honourable gentleman let fall
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while vituperating theory. But there is one of his theories—his darling theory—the
theory so dear to him, that he could scarcely open his lips without pronouncing it,
which must be noticed; the theory of a double standard.

At present, gold alone is by law a legal tender to any amount exceeding forty
shillings, and is therefore the sole regulator of the value of our currency. Mr. Baring’s
theory was, that it would be a great improvement to make silver a legal tender also.
Now, the reasons against this are cogent and obvious. If both metals were made a
legal tender, they must be made so in a fixed ratio; say twenty shillings, to pay a debt
of one sovereign. But the relative value of the two metals in the market is liable to
variation; and, in point of fact, does vary not unfrequently. As soon as this happened,
it would become the interest of all debtors to pay their debts in the metal which had
relatively fallen. Not only, therefore, would the currency vary in its value with the
fluctuations of two metals, instead of those only of one; but whenever one of the two
metals became the standard, the whole of the other metal in circulation would be
immediately melted.

Though we commonly object to the introduction of figures into a question of political
economy, as in general raising more difficulties than it solves, in this instance we
think that figures will render our meaning more intelligible. Let us suppose that a
sovereign, and twenty shillings, are both of them made legal tender for a debt of one
pound; and that this proportion accurately corresponds with the present value of both
metals in the bullion market: the quantity of gold in the sovereign, and of silver in the
twenty shillings, being severally worth in that market one pound. Let us now suppose
that from a falling off in the supply of gold, or an increase in the supply of silver,
from the mines, the quantity of gold in a sovereign becomes worth 21s. in silver, or
the quantity of silver in twenty shillings becomes worth only 19s. in gold. In the first
case, a speculator procures a sovereign with 20s., melts it, and sells it for 21s. In the
other, with his 19s. in gold he buys silver bullion, has it coined into 20s. at the mint;
and by this addition to the currency, raises, among other prices, the price of gold
bullion to 21s. when he procures a sovereign for 20s. melts it, and sells it for 21s.

Two evils are thus produced by a double standard: in the first place, double
fluctuations; and secondly,—whenever, by a change in the relative values of the
metals, one of them becomes the standard instead of the other,—the loss to the nation
of the expence of coinage on half the coins in circulation.

Not only did Mr. Baring overlook these arguments, fully and repeatedly as they have
been stated in almost all the wri;cings on the subject, but he found, with one exception,
nobody to remind himvof them._ What is more, he found several members, and among
others Mr. Huskisson, to express something more than a half assent to the
proposition. Mr. Peel also gave a modified assent to it, but with the following sensible
reservation:—“It would be necessary to accompany it with a measure to guard against
fluctuations in the price of silver, so that if there should be an increase in the quantity
of silver, the man who hacl contracted obligations in gold should not be allowed to
discharge them in silver.”_ —No doubt the measure would be harmless with this
condition, for it would be nugatory. Where would be the advantage to the debtor of
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being allowed to pay in silver, if he were obliged to pay it at the same rate, at which
he might purchase gold with it, and pay in gold?

It is curious, that every one of Mr. Baring’s arguments for two standards, were
arguments only for making silver the standard in preference to gold. Such were, the
greater facility of obtaining it in the requisite quantities; its being the standard of other
countries, which rendered it impossible, unless it were ours also, to have a perfectly
accurate par of exchange; the less liability of its value than of the value of gold, to be
raised or lowered by the operations of speculators, &c.&c. All these circumstances
may deserve ample consideration, regarded as reasons for making silver the standard,
instead of gold; but they certainly are no reasons for having more standards than one.

A discussion of some interest took place in parliament, upon a proposition for
authorizing the issue of several millions of exchequer bills to relieve the immediate
distress. Ministers refused their assent to this proposition, but, in lieu of it prevailed
upon the Bank to make advances to the extent of three millions upon the security of
goods.

The propriety of this course appears unquestionable: yet, strange to say, scarcely any
part of their conduct excited so much reproach. The practical men not only gave them
no thanks for what they did, but would not cease urging them to do what they had
refused to do: and ministers were bitterly inveighed against, for unfeelingly suffering
such a depth of distress to continue unassuaged, merely because they would not
deviate from a general principle, which was not applicable to such extreme cases. Of
those from whom this lachrymation proceeded, there was not one who seemed
capable of seeing that an advance by the Bank afforded all the relief which an issue of
Exchequer bills could atford; probably much more than it would.

Two evils were expected to be remedied by this measure: first, the depression of
prices, owing to the contraction of the currency by the immense destruction of
mercantile and country paper; and, secondly, the difficulty, or rather the utter
impossibility, of obtaining loans, except at extravagant interest. Both these evils were
materially mitigated by the advances of the Bank. By these advances, three millions
were added to the currency, and three millions were added to the loans. By the issue
of exchequer bills, very little would have been added to either. Exchequer bills do not,
except to a very limited extent, circulate as currency; and for this reason, neither could
they have been of any use as a loan, to the merchant who received them, unless they
were first cashed. If cashed by the Bank, they would have operated in the same
manner precisely, as the Bank advances upon goods under Government guarantee. If
cashed elsewhere, they would not have added to the aggregate of loans, but would
merely have enabled the holder to borrow money, which otherwise would probably
have been lent to some one else. If the measure, therefore, had averted bankruptcy
from one individual, it would only be by bringing it upon another. To a certain extent,
indeed, it might have drawn out funds, which would not have been lent upon any
inferior security; and so far, but no farther, it would have afforded relief. But the
advances of the Bank, by immediately superadding the whole of their own amount, to
the funds which were already seeking an investment in the money-market, did at
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once, and to the full extent, what, to a certain extent, the other measure might possibly
have done.

Yet this measure the practical men pronounced to be nugatory, while their hearts were
exclusively set upon the other. One reason they had for this preference; and a curious
specimen it was, of the empiricism of the mere practical men, in every thing which
they say and do in public matters, and which they call, following experience. The
issue of exchequer bills had been tried in 1793, and had succeeded! while the Bank
advances had never been tried before! There are few quacks, in tolerable practice,
who cannot produce hundreds of instances in which their nostrum has been taken, and
in which, afterwards, the patient has recovered. The practical men could produce only
one such instance: and even to that, there were objections, to which newspaper cases
in general are not liable: for patients, we know, do not always recover, even when the
doctor is dismissed; but a commercial crisis must abate, some time or other: and if it
begins to do so just after the exchequer bills have been administered, people are sure
to suppose that had it not been for the drug, it would have continued till doomsday.

Hear how a practical man can rail against theory while in the act of theorizing, and
theorizing, too, upon a single instance.

My. Bright: “What did Mr. Pitt do on that occasion? He issued exchequer bills, and
the distress of the country was cured, not only without loss, but with benefit to the
state. Why should we now adopt new expedients? Why not profit by the experience
and the wisdom of our ancestors? He was no speculatist, no theorist, and disliked the
fashionable Ehilosophy of the day, and he asked the country to adopt the wise course
of Mr. Pitt.”

Mr. Tierney made a speech, which, as usual, was full of wit, and pleasantry, and
point, but somewhat barren of ideas. The only thing particularly remarkable in it, was
the principle of morality by which he professed to be guided in his public conduct:
“He approved of the issue of Exchequer bills in 1793. On that occasion he was not in
Parliament; but had he been, he would in all probability, like a good soldier, have
fought under the banners of his*party, and he believed they opposed it: but the
measure was sound and good.”_

We commend Mr. Tierney for his frankness; and shall know, hereafter, for what
degree of sincerity to give him credit, when he declares to the House, on party
questions, that the salvation of the country depends upon its following his advice. We
are greatly edified by the notion which he entertains of the duty of a public man. It
consists, he says, in being “a good soldier.” Permit us to ask, whose soldier? Not that
of the people; for their interest is indissolubly linked with every thing that is open,
and honest, and sincere. Of whom, then, is he the soldier? We need not go very far for
an answer.

The Usury Laws also produced something of a debate. Our sentiments on this subject,
having been fully declared in our preceding volume, need not be repeated here. The
baneful operation of these laws during the panic having done much to strengthen and
spread the opinion of their badness, it was to be expected that the country gentlemen
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would, in defending them this session, exhibit marks of peculiar irritation. Such marks
they accordingly did exhibit; and poured out the vials of their wrath to the very dregs,
upon the unfortunate proposer, and upon all who were of his opinion.

Mr. Davenport “called upon Government to take a part in stopping the eagerness for
introducing such bills.”u Mr. Bright, who richly deserves to have been born a
country gentleman, “was glad that the bill was thus early opposed. It was essential
that the country gentlemen should not be year after year agitated in their minds, and
more particularly at a time when they ought to be kept at ease. He condemned in the
strongest manner the re-introduction of such a bill as that now submitted for their
consideration; it could be productive of no good, and would disturb existing
arrangements.”m On second thought, it occurs to us, that the above observations are
ironical. The principal sentence is evidently a sly hit at the extreme sensitiveness of
the country gentlemen in money matters, which he artfully represents as having risen
to a disease in their minds, and complains that they are not treated with the tenderness
due to valetudinarians. Mr. R. Gordon could not contain his indignation against Mr.
Sykes, for merely expressing his surprise that the country gentlemen should think the
Usury Laws injurious to them. “The landed interest did not stand in need of the
suggestions of the honourable member. He condemned the honourable gentleman’s
avidity to assist the landed gentlemen with new theories; it would be better to allow
the country gentlemen to take care of themselves; for surely they ought to be the
judge of what suited their own affairs.”@ Had Mr. Bright been in his merry mood
when these observations were made, he would have remarked, in continuation of his
former view of the subject, that the country gentlemen already began to demonstrate
that instinctive aversion to their keepers, which persons in their unfortunate situation
so generally display._

The only argument which was even named, against the repeal of the Usury Laws,
was, that it would shake the security of mortgages; by which is meant that, if higher
interest than 5 per cent were permitted to be taken, all mortgages would be called in,
and 2 or 3 per cent additional interest immediately laid on. There is something so
incredibly silly, as well as something so much worse than silly, in this language, that
it deserves most particular notice. In the first place, it is scarcely credible that men
should be found in the present day, to stand up and affirm what is here implied, that
the lender is the person who fixes the rate of interest; and that too, with full
experience before their eyes, that the lender cannot even keep the rate of interest from
falling below the legal limit, to say nothing of rising above it. Nor do we believe that
even the landlords would have committed so gross and so obvious a mistake, were it
not for their inveterate habit of taking their opinions on all money matters from their
attornies; to whom the Usury Laws, and the evasion of the Usury Laws, are the source
of profit without end, and who, therefore, unanimously agree that those laws, and
their evasion, are equally indispensable to the security of the social order. In the next
place, suppose it true that these laws do keep down the rate of interest on mortgages
below its natural rate: is there any set of men, save those who, like the country
gentlemen, have so long been accustomed to make the interest of all other classes
yield to theirs, that it appears to them almost a miracle to meet with resistance from
any other class in the attempt,—is there any other set of men, who would have the
assurance to say—We are dealers in corn, and we will therefore compel you to buy it
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of us at our own price; we are borrowers of money, and we will therefore compel you
to lend it to us at our own rate; and all this, not on account of any service which we
have done or intend to do you in return, but because we and our pockets are of such
vast importance to the nation, and their being well filled so absolutely essential to the
maintenance of the constitution and to the prosperity of the state, that no Englishman
will grudge to contribute his share, in this or in any other way, towards filling them!
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THE SILK TRADE

1826

EDITOR’S NOTE

Westminster Review, V (Jan., 1826), 136-49. Unsigned; not republished. Original
heading: “Art. VI. Rise and Progress of the Silk Trade in England, from the earliest
period to the present time. Founded on Official Documents. By César Moreau.
Treuttel and Wiirtz. 1826.” Running head: “The Silk Trade.” Not mentioned in JSM’s
bibliography or Autobiography. Identified as his in the Mills’ copy, Somerville
College, which contains, as well as the identification, two pencilled corrections in
JSM’s hand (see 134““ and b-b below). The cancelled original conclusion of the
article is found on f.8v of the holograph MS of JSM’s “Speech on the Church”
(British Library of Political and Economic Science, Mill-Taylor Collection, Add. Mat.
11, M463). The three variants below (1385 ¢ 139¢¢) give the full final readings of
this MS fragment, in which ““ is interposed between the other two passages. The
identification of this article as JSM’s removes the discrepancy between his
bibliography and Autobiography: in the former he lists twelve articles contributed
from the second to the eighteenth numbers of the Westminster, in the latter he says he
contributed thirteen.

The apparent anomaly of JSM’s referring in the “January” number of the Westminster
to a speech of Huskisson’s delivered on 23 February (see 139 below) is resolved by
the announcement of the publication of this number in the Morning Chronicle for 4
April.

The Silk Trade

our readers are aware that, by an Act passed in the year 1824,@ the existing
prohibition against the importation of wrought silks is to expire in July next. This
measure did not pass without considerable opposition, and strenuous efforts are now
making to obtain its reversal.

It might have been thought that a measure of reform, which had passed the ordeal of
the two Houses of Parliament, could stand in need of no further evidence to shew that
it was imperiously called for by the spirit of the age. With whatsoever faults those two
assemblies may be charged, they can hardly be accused of a propensity to rash
innovation; and when the public beheld the novel spectacle of ministers and
Parliaments legislating upon a general principle, only fifty years after all thinking men
had recognised it as a self-evident truth, they held up their hands in astonishment, and
imagined that the millennium was at hand.

The commercial embarrassments, however, which became so unhappily general, as
the period fixed for the expiration of the monopoly drew near, have afforded great
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advantages to the discontented of all classes, in practising upon the public mind. A
period of distress is a period of easy excitement. There is no one so irritable as he who
1s smarting under pecuniary loss; and the disappointed speculator is eager to lay the
blame of his ruin upon government, or competitors—upon anything, in short, except
his own folly. The monopolists have also been indebted to the late distresses for the
support of a sort of persons, who, under the denomination of practical men, regard
with dread every deviation from routine; and who, while they treat all attempts at
generalization with disdain, under the appellation of theory, do not think it at all
theoretical to generalize on the single fact, that about a year and a half after the
passing of the act, distress in the silk trade ensued.

The existence of distress, unhappily, is not to be questioned; and there are many
unthinking persons, who, having the evidence of their senses for this fact, take all the
rest of the argument for granted. These are the persons to whom we now address
ourselves, and whom we hope to convince that distress may exist, and may yet be
owing to other causes than the new measure; and that, though it were owing to the
new measure, that measure might be a very good one notwithstanding.

If the silk trade were the only trade to which the distress extended, there might be
some colour for attributing it to the anticipation of the effect which the admission of
foreign silks may have on the market. But distress prevails to an equal extent in the
cotton, woollen, and many other branches of manufacture and trade, in none of which
any apprehension is entertained of foreign competition. Even of the silk manufacture
it is not pretended that all the branches will be affected by the change of system; yet
which of them is there that is not distressed? In what branch is the depression greater
than among the bombazeen manufacturers at Norwich? Yet nobody dreams that we
can be rivalled in this article by nations not possessing the advantage of our wool._

It is acknowledged that during the last year, speculation and overtrading were carried
to an almost unexampled height. It is a fact that all the branches of trade which
participated in the mania are now participating in its deplorable consequences: of
these branches the silk trade was one. When we have here one perfectly sufficient
cause of the distress, need we go to look for another? Are the silk manufacturers
alone, in the commercial world, to be permitted to charge the consequences of their
own madness upon the government? Mr. Canning characterised their conduct in
proper terms, in his speech of the 13th of February:—*“By the employment of a great
multitude of labourers, and by large purchases of raw material, they had accumulated
both raw material and manufactured stock to double their previous amount, and then,
when the re-action came, they raised a cry, and upon the obstacles to the measure,
which they themselves had created, they founded an argument for further time.”[*_]

The silk trade, in fact, was never brisker than it was during the first year subsequent to
the passing of the act of 1824. The quantities produced exceeded all former example.
Although new mills had been erected for throwing silk, the manufacturers were
obliged to wait for months, before they could get silk from the throwsters; and in the
year 1825, as compared with the preceding year, the importation of thrown silk was
nearly trebled.! Still the goods were sold as fast as they came out of the loom; and
wages not only did not fall, as was predicted after the abolition of what was called the
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Spitalfields act,@ but such was the demand, that in some instances they actually rose.
This demand continued unabated (except by the change of season) till the very day
when a number of manufacturers held a meeting at the London Tavern, and put forth a
declaration, that the French could undersell them 60 per cent, a notion which they
have ever since been sedulously endeavouring to progagate._ We do not think it very
much to be wondered at, that the public should have taken them at their word.

The distress, therefore, in whatever way we may explain it, has no bearing whatever
upon the question.

In the claim of the monopolists, two things are implied:—that they cannot support
themselves under a free trade; and that, if they cannot support themselves, they ought
to be supported by the nation. If they would say any thing in point, they must prove
both these assertions; that they have hitherto been content with assuming them, it
requires very little consideration to perceive.

Two sorts of persons have on this occasion entered the lists in favour of the
monopoly: they take their stand on very different grounds, and must be met by very
different arguments. One set profess themselves enemies to political economy, and
favourable to the old system of restrictions upon trade. Their doctrine, if they can be
said to have any, seems to be, that we ought to produce every thing for ourselves, the
production of which, with our soil and climate, is not physically impossible; or at
least, that every manufacture which has ever existed in this country ought to be
upheld, no matter at what cost to the community. Others, on the contrary, are
ambitious to be thought proficients in political economy, at the same time that they
are striking directly against its first principles. These profess the utmost reverence for
the abstract principles of free trade, and acknowledge that a manufacture, which
cannot stand against competition, ought to fall. This, however, they contend, is by no
means their case, or, at least, would not be, if ministers had begun at the right end, and
commenced their operations by abolishing the corn monopoly. This it is which
disables them from competing with foreigners, and while this subsists, to deprive
them of their monopoly, is, according to them, a cruel injustice.

We shall reply to these two classes of opponents in their order, and we begin with the
first.

If we were looking out for a reason why foreign silks should be admitted, we do not
know what better reason it would be possible to give, than the very reason which is
given by these persons for not admitting them, namely, that they are cheaper than
those we have. This, however, is a reason which is any thing but satisfactory to
“practical men.” To the understandings of practical men, particularly of silk
manufacturers, the dearness of their goods presents itself as a conclusive reason for
forcing the public to buy them. And so much pains do they take to inform us that we
can purchase our goods cheaper elsewhere, that one would imagine they thought that
there was something particularly attractive to buyers, in the idea of buying at a high
price.
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The sort of opponents against whom we are now contending, are perfectly willing that
we should be permitted to purchase of foreigners, whatever we can buy cheaper at
home. They have no sort of objection to foreign commerce, provided they can by any
means guard themselves against the misfortune of not having to pay enough for their
goods; but so soon as commerce threatens to be productive of any such fatal
consequence as cheap commodities, they tremble at the thoughts of it, and yet, it is
only by affording cheap commodities, that foreign trade contributes to the national
wealth.

The utility of trade does not consist in the large fortunes which are made by
merchants. The gains of merchants (except in the narrow case of an exclusive
company) do not exceed the ordinary profits of stock: and the same capitals would,
for anything that appears, have afforded the same profits, if foreign commerce had
never been heard of. Still less do the exports add any thing to the national wealth.
Were we to export without importing, or to import nothing but money, we should not
be enriched but impoverished. It is only by our being enabled to import goods, at a
less cost than we could afford to produce them at home, that our national wealth
derives any sort of advantage from the existence of foreign trade; and every
prohibition, therefore, on importation, operates pro tanto to render commerce useless.
There is nothing more characteristic of a weak mind, than an incapacity of discerning
inconsistencies; and it belongs to the same mind to boast of “British commerce,” as
the grand source of our national prosperity, and to uphold that system which, if
consistently acted upon, would not long leave us any commerce to boast of.

If what is lost to the consumer by the exclusion of foreign manufactures, were gained
by the producer, something more might be said for its wisdom. But what is lost to the
consumer, is not gained by the producer; it is wholly swallowed up by the expenses of
production. Manufacturers do not derive the same advantage from restrictions upon
trade that landlords do. The landlord really derives an addition to his income, though
we think a very small one, from the operation of the corn monopoly. Not so the
manufacturer: he, under a restricted trade, receives no more than the ordinary profits
of stock: which he would equally have received had he embarked his capital in any
other employment. The tax which the consumer pays, nobody receives; it is a dead
loss to the country.

But what! say the silk manufacturers: is all the capital which we have invested in the
manufacture, and all the hands that are invested in it, to be sacrificed to a theory?

To a theory, no: if by a theory be meant the mere pleasure of trying an experiment.
But it is not necessary that they should be sacrificed at all; not that, if proved to be
conducive to the general good, this or any other sacrifice ought to be grudged. But we
are of opinion, first, that the silk manufacturers will not be called upon for any
sacrifice, except that which must always attend a temporary disturbance of prices; and
secondly, that if the sacrifice were ever so great, instead of clamouring for the renewal
of a restriction which does them no good, and the public great harm, they ought to
make an estimate of the amount of their loss, and prefer a claim to compensation.
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We will first suppose, that they cannot stand the competition, and we will then give
our reasons for believing that they can.

As it is certain that, by abandoning their business, the silk manufacturers would not
lose the whole of their capital, they could not justly claim to be indemnified for the
whole. The capital of a manufacturer consists of the materials of the manufacture; the
stock in hand, the buildings, and machinery. The buildings, whether warehouses or
manufactories, would be available for a hundred other purposes. As for the
machinery, if our absurd laws against the exportation of it were removed, it would
easily find a market in Italy or France. There remains the material, and the stock in
hand. The former could be re-exported: the Bengal and China silk without any loss,
the Italian with the loss of the cost of carriage. The stock in hand could be disposed
of, though at a reduced price; and the amount of the indemnification necessary to
cover the loss, could be more easily estimated than indemnifications usually can. We
thus see how small a compensation would cover the losses of the silk manufacturers,
even if their apprehensions were realized; and how little, at best, their argumentum ad
misericordiam is worth: as for the journeymen, they are a very numerous body, and
their interests deserve a proportional degree of attention. Their temporary distress is
greatly to be lamented; and whatever can be done for its relief, consistently with what
is due to the rest of the community, ought to be done. A weaver, however, can easily
change his employment. It is not, perhaps, generally known, that the silk manufacture
at Manchester is carried on chiefly by persons who were originally cotton-weavers,
and at Norwich by woollen-weavers: so easy is the transition from one of these
kindred branches of manufacture to another, and in some parts of Devonshire the lace
manufacture has in the same manner superseded the woollen. All these lines, it will be
said, are over stocked with hands. This may be true; but if we were to import our
silks, additional hands would be required to produce the cotton, woollen, or other
goods, by the export of which we should pay for them.

We shall now state the grounds which there are for supposing that, notwithstanding
competition, the silk manufacture will continue to prosper. We wish to keep this
question perfectly distinct from the more general one, whether foreign competition
ought to be admitted; because there is really no connection between the two questions,
and because it is the grand artifice of the monopolists to mix them together. If the
French silks are not either cheaper or better than the English, nobody will buy them;
and if they are, we have already observed, that it is not a reason for keeping them out
but for letting them in. If foreign silks cannot profitably be imported, to take off a
restriction which prevents them from being imported may do no harm, but it will do
as little good. It would be of as much use to abolish a prohibition against carrying
coals to Newcastle, as against importing an article which we can make cheapest at
home. How can we expect other nations to believe us sincere in our newly adopted
liberality, if they see us taking as much pains to keep out foreign goods when we are
taking off restrictions, as we could do if we were laying them on? Mr. Huskisson has
been nearly as much sneered at, for his doctrine of free trade, in France and America,
as he has in this country, though for an opposite reason: our monopolists cry out that
foreign competition will ruin them; foreigners say that our pretence of admitting
competition is hypocrisy, that we know our own interests too well, that we take good
care to keep the door shut against all foreign productions, except those which we
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know will never come, and that the sole purpose of our sham liberality is to delude
other nations into commercial concessions. We hope that they will be undeceived by
the operation of the act of 1824. We hope, therefore, that, in some articles at least,
their silk manufacturers may be able to undersell ours. In a few fancy articles we
believe they will; but in no others.

If they have any advantage in the material, it must be either in tlie article of raw, or of
thrown silk. Raw silk is obtained from Bengal, China, and Italy._ Bengal and China
silk foreigners purchase from us. The Italian can be obtained by the English and by
the French manufacturers on the same terms, as is sufficiently evident from a
comparison of the cost of freight and profits of capital; and it is besides confirmed by
the evidence of Mr. Davison, a wholesale silk dealer, before the lords committee on
foreign trade in the year 1821. Being questioned concerning the price of raw silk in
France, he answered, “I believe the price of raw silk, exclusive of the duty, is pretty
much the same as it is here: the land carriage costs them pretty much the same as our
carriage by sea.”@ And the duty in this country is now a mere trifle.

The duty on thrown silk, though greatly reduced, is still much higher than in France.
With the exception of this difference of duty, which may and ought to be got rid of,
the foreigner has no advantage in this article over our own manufacturer. However
much the interests of our throwsters might be affected by a still further reduction of
the duty, their monopoly ought not to stand in the way of so salutary a measure: but
the following extract from the evidence of Mr. Hale, of Spitalfields, shows, that if
they sustained any injury from the reduction, it would be their own fault. “I
inspected,” says he, “the machinery at Turin, and was very much surprised to find
they were so backward, in proportion to what they were in the north of England; the
old silk mills at Derby that were working perhaps fifty years back, were on much the
same construction as the mills now are at Turin; the mills [ saw working organzine
were on a construction which has been long exploded by the best manufacturers of
organzine in the kingdom. The same remark might hold good in the silk manufactory
at Lyons, but [ saw no organzining in any part of France, and I did not hear of there
being a single mill to throw organzine in that country.”@ Well might the committee
before whom the above evidence was delivered express surprise in their Report, “that,
though the manufacture of organzine is one almost entirely carried on by machinery,
and requiring, in great part, only the labour of women and children, yet that it cannot
be made here at less than double the price for which it is thrown in Italy;”@ but the
reason assigned by the committee, the recent introduction of this branch of the
manufacture, seems scarcely adequate to account for so great an anomaly, were it not
for the absence of that stimulus to ingenuity and skill which would be the natural
effect of free competition. With that stimulus and the advantage of British machinery,
unless our throwsters be an inferior race to the rest of mankind, they may hope to
supply not only our market, but perhaps even that of France. Surely if they cannot,
there needs no better proof that throwing is a business not suited to this country: that
the foreign manufacturer has as little advantage over ours in machinery, or other
contrivances for abridging lezkbour, as he has in material, is notorious, and admitted by
the monopolists themselves._ In the various articles used in dyeing and preparing the
silk, if he enjoys any advantage, he owes it to our absurd taxes on barilla, tallow,
soap, ashes, cochineal, madder, &c. which might either be abolished or greatly

PLL v6.0 (generated September, 2011) 145 http://oll.libertyfund.org/title/244



Online Library of Liberty: The Collected Works of John Stuart Mill, Volume IV - Essays on
Economics and Society Part I

reduced with a very inconsiderable (if any) loss of revenue. But this branch of the
subject we leave in the hands of the manufacturers themselves. When they are tired of
clamouring for the privilege of “/evying® a tax upon the public, they may perhaps
think of praying to be relieved from taxes, the burthen of which is shared between the
public and them.

It is in the article of wages that the supposed advantage of the foreign manufacturer
exclusively consists, and this brings us into contact with the less bigotted bp_artsb of
the opponents of the new measure; with those who admit the propriety of taking off
the prohibition, but who urge that parliament ought first to have taken measures for
lowering wages, by abrogating the corn laws.

Now were we to affirm that the low rate of general wages in France does not afford
any advantage to the French manufacturer, we should affirm that which could not be
maintained, since it unquestionably gives him higher profits.

This, however, may be maintained, and maintained correctly, that the low rate of
wages in France does not induce the French manufacturer to sell his goods one sou
cheaper, either in his own country or in ours, than if the wages he had to pay were as
high as in England, and consequently does not induce him to undersell the British
manufacturer.

Thus much is no doubt true, that if he were content to sell his silks at the bare cost of
production, and did not care what profit he made, or whether he made any profit at all,
the price at which he would be able to sell his article without loss would be low just in
proportion as wages were low.

It is however certain that he will not choose to undersell the British manufacturer,
unless by so doing he can realize the ordinary profits which are yielded by other
capitals in his own country.

If, therefore, profits are higher in France than in England, and higher exactly in
proportion as wages are lower, the lowness of wages will not enable the French
manufacturer, consistently with his own interest, to undersell the English
manufacturer.

That the profits of stock really are higher in France than in England is an undisputed
fact, supported by incontestable evidence, and it is, besides, a necessary consequence
from the comparative lowness of wages.

If wages were lower in one employment only, prices would also be lower in that
employment. But wages are lower in all employments; and the supposition of general
low prices, except from some cause affecting the circulating medium, is absurd.

The advantage of low wages is shared by all French capitalists, and it cannot be

supposed that the French silk-manufacturers will give an advantage to the consumers
which in any other employment they might keep to themselves.
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The conclusion, therefore, is manifest, that the high rate of wages occasioned by our
corn laws, though highly prejudicial to all classes of capitalists, by lowering the
general rate of profit, is not more prejudicial to those who are exposed to foreign
competition than to those who are not; and that nothing, therefore, can be more utterly
unwarranted than the claim of the silk manufacturers to peculiar protection on account
of it.

Were it necessary, we might remark how greatly the silk manufacturers have
exaggerated the difference of wages in the two countries. The rate of wages (our
readers will be surprised to hear) in an article (gros de Naples) on which more hands
are employed than on any other, and which may therefore be considered a near
approximation to an average of the whole, is almost exactly the same at Manchester
and at Lyons. In Spitalfields indeed it is 60 per cent higher. It is evident that so great a
difference of wages in the same employment cannot continue. The attempts of the
weavers to keep their wages above the average level can only tend, if persevered in, to
drive the manufacture altogether into the country.

It was only a week or two ago that a complaint was made at the Worship Street Police
Office, by a master whose property had been injured in the loom, and the windows of
the weaver’s house broken, because his daughter, rather than apply for a part of His
Majesty’s bounty, agreed to work under the old price, though she would still have
obtained 25 per cent more than is paid in the country.

Another instance has come to our knowledge in which a man refused to work for 224d.
per yard, the regular rate being two shillings, although the same article is made forty
miles from London, at 16d.

We might, if it were worth while, urge a very powerful argumentum ad hominem.
Allowing for a moment that the effect of the corn laws upon wages laid our
manufacturers under a disadvantage, as compared with their foreign competitors; we
might show that the protecting duty which they still enjoy is much more than a
compensation for this disadvantage. Judging from the data with which we presented
our readers in an article in our sixth Number, on the corn laws,@ it is allowing very
much to the effect of these enactments, if we suppose them to raise the price of corn
24 per cent. The weavers may be supposed, one with another, to expend about half
their wages in agricultural produce. An addition, therefore, of 12 per cent to the wages
which they would otherwise have had, indemnifies them completely for the whole
effect of the corn laws. Assuming, then, that the silk manufacturer expends half his
capital in materials, machinery, &c. and the remaining half in the payment of labour,
it is evident that a protecting duty of 6 per cent would be an ample equivalent for any
addition to his expenses, which can be justly ascribed to the corn laws. Instead,
however, of 6 per cent he has 30, or suppose that it were 20 per cent. It is obvious,
therefore, even on their own principles, how lame a case that portion of the
monopolists can make out, who rest their claims to monopoly upon the existence of
the corn laws.

In maintaining that the low rate of general wages in France does not enable the French
manufacturer to undersell ours, we, of course, do not mean to deny the advantage
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which he may have from the comparative cheapness of a particular sort of labour.
Such an advantage in the production of fancy articles it is well known that he has.
From the comparative rarity of the sort of skill and taste which are indispensable in
that branch of the manufacture, the price paid in this country for these attainments, is,
compared with the ordinary remuneration for labour, remarkably high. At first,
therefore, it is not probable that our manufacturers could compete with foreigners, in
the production of this class of articles. Eventually, it is probable that the stimulus
which will be given to the exertions of our manufacturers will, with the advantage of
mechanics’ institutions as schools of design, enable them, even in this branch, to
maintain a successful competition. If so, it would be an entire branch of trade gained
to our manufacturers, in consequence of that competition which they dread.

Much of the recent increase of the silk trade has been owing to patterns copied from
France. The silk trade, previously to the discussions in Parliament, was really a
disgrace to the country. In taste, ingenuity, and enterprise, the French left our
manufacturers far behind, and the old imperfect looms continued to be used in this
country many years after Lyons had improved hers.

The manufacture of artificial flowers presents a striking illustration of the stimulus
afforded by a free trade. This article having somehow been omitted in the catalogue of
prohibited commodities, the manufacture, it was supposed, could not survive the
peace, as indeed it could not, had not the producers, by the importation of French
workmen, and of some of the raw materials, which could not be, or were not, made in
this country, and by great exertions for the improvement of the manufacture,
succeeded in supplying so much cheaper and better an article, than had ever before
been produced in this country, that instead of falling off, the business greatly
increased, and now employs a much greater number of hands than it did at any period
during the war.

There is one of the statements put forth by the silk manufacturers, which, as much
stress has by some of them been laid upon it, requires some notice. This is, that the
East India company is in the habit of selling India wrought silks at the same price per
pound as the raw material. The inference to be drawn is, that when the prohibition on
the sale of India wrought silks for home consumption expires, the company will drive
the manufacturer out of the market. This has afforded an opportunity to some of the
silk dealers, for animated invectives against monopoly; though they might have
remembered, that, so far as concerns the Indian trade, the East India company has no
monopoly; and that much of the raw silk, and by far the greater portion of the wrought
silks, sold at the company’s sales in the last seven years, have been the bond fide
property of private traders.

The allegation, however, that raw and wrought silks may be purchased of the
company weight for weight at the same price, is contrary to fact. In Bengal, there are
two modes of winding the raw silk from the cocoon; one is the old native mode,
which produces the raw silk known by the name of country-wound; the other, which
is the European mode, has been introduced by the company, and produces the
superior kind of silk termed filature. This is produced chiefly for exportation to
Europe. The raw material of which the Bengal wrought silks are made, still continues
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to be wound after the old manner. Now we are enabled to state, that Indian
Bandannoes (to which article the importation of Bengal silk manufactures is almost
entirely confined) have, on the average of every year, for the last seven years,
obtained at the company’s sales a price greatly above the price of an equal weight of
country-wound silk, the material of which they are made. In the last year (1825) in
particular, it was nearly double. Filature silk, a much better sort of material, did, in the
year 1819, obtain a higher price, weight for weight, than the manufactured article; but
in no subsequent year has the same circumstance, or any thing approaching to it,
occurred. So much for the diatribes of monopolists against monopoly.

Being desirous to confine the reader’s attention to the main question, we have not
touched upon many collateral arguments of great weight. One of these is the
prevalence of smuggling, against which no prohibitions can afford “protection,” and
which our prever{cive service, with all its expense, has hitherto proved inadequate
even to obstruct._ We might ask what becomes of the Bandannoes which are annually
sold in Leadenhall-street? or what market it is imagined they are intended
for—France, where they are scarcely worn at all, or England, where they are worn by
every body? And whether it is not well known that they are exported to France for the
purpose of being clandestinely re-imported into England? The facilities of smuggling
French silks are still greater from the utter impossibility of distinguishing the French
and the English manufacture from one another; insomuch that a few months ago,
when the warehouse of an eminent silk-dealer was “searched by the Custom-house
officers, a quantity of silks were seized as French, which were afterwards positively
proved to have been made in England.® Freedom of importation at a duty not
exceeding the expense of smuggling, would put an entire stop to all this evil; to the
great benefit of the revenue and of the public morals, and to the detriment of nobody.

dWe might also ask of the silk manufacturers (who consider themselves to have been
so ill treated by the government), whom they have to thank for the bounty of

£500,000, which was granted them under the name of a reimbursement on the
reduction of the duties on the raw material? The real object of this bonus will be

evident, when we say, that no part of it was given to the retail dealers; who would yet
have sustained, if the price had fallen, the same proportional loss as the wholesale
dealers and manufacturers, and who were far less able to bear it, but whose influence
in the legislature was not, it seems, equally formidable. Temporary circumstances,

fortunately, prevented the fall from taking place, till a considerable time afterwards:
and the consequence was, that the manufacturers and wholesale dealers received their
indemnification twice over; once under that name, and again in the price of their
goods.d
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MS fragment of “The Silk Trade” from the British Library of Political and Economic
Science. See p. 138, and Editor’s Note, p. 126.

°But without insisting upon these minor topics, we leave the question, as between the
public and the silk manufacturers, to the judgment of the intelligent reader.®

Since the above article was written, we have read Mr. Huskisson’s speech in the
House of Commons, in defence of his commercial policy, a speech which, while it has
raised him higher than ever in our estimation, has convinced us more than ever, that it
is the duty of all lovers of their country to raise their voices at this crisis in his
support.! With the exception of Turgot, the history of the world does not, perhaps,
afford another example of a minister steadfastly adhering to general principles in
defiance of the clamours of the timid and the interested of all parties: and if the people
are not true to him—if they do not show as much zeal for their own interests as the
monopolists of all sorts are showing for theirs—they will deserve that defeat which
they will most assuredly sustain; and long will it be before they find another minister
who will encounter obloquy from his oldest supporters, and brave the displeasure of
almost all the powerful classes, in the vain hope of benefitting them.
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THE NEW CORN LAW

1827

EDITOR’S NOTE

Westminster Review, VII (Jan., 1827), 169-86. Unsigned; not republished. Original
heading: “Art. IX.—A Catechism on the Corn Laws, with a List of Fallacies, and the
Answers. By a Member of the University of Cambridge. Third Edition, with additions.
London. Ridgway. 1827. pp. 60.” (JSM seems, for the most part, to have been using
the 2nd edition of T. Perronet Thompson’s Catechism; see 816 below.) Running head:
“New Corn Law.” Identified in JSM’s bibliography as “An article on the New Corn
Bill, which appeared in the 13th number of the Westminster Review” (MacMinn, 8).
In his Autobiography there is only the general reference cited above (46) to the corn
laws as one of his special subjects. Identified in the Somerville College copy, without
corrections or variants.

The New Corn Law

ministers have at length produced their long-expected proposition for the amendment
of the Corn-laws.@ It has already been once altered, and, we need scarcely say, made
worse, in the House of Commons. How much worse it will be made before it passes,
or whether it will pass at all, we are unable, as yet, to conjecture; but, even in its
original shape, it was almost futile, and would not have effected any one of the ends
which it pretended to aim at. Let those be disappointed who looked for any thing
better: we confess that our hopes were never very sanguine. It would argue little
experience of human affairs to expect from monopolists the abandonment of a
monopoly; from landlords the voluntary abatement of rent. And we should almost feel
inclined to sit down content with whatever may be obtained, and to thank our masters
for giving any thing, when they might have withheld all, were we not aware that what
they have yielded has been yielded to their fears alone, and that greater fears may in
time obtain for us those greater concessions which they have taught us not to expect
from their benevolence, or from their patriotism.

A system of duties is to be substituted for a system of prohibition. If the proposed bill
should pass, corn may lawfully be imported at all times. This, certainly, is something
gained, at least in point of principle. But coals, likewise, may lawfully be carried to
Newcastle, and steam-boats to the moon. Nominal permission is fruitless if coupled
with conditions which amount to a real prohibition. It makes little difference to the
consumer whether the law forbids corn to be imported, or so orders matters that is
never shall.

The vices of the existing Corn-law have so often been made the subject of discussion,

both in other publications and by ourselves, that we may presume them to be
distinctly in the recollection of our readers. It is sufficient to say, that they all adhere
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to the proposed law, and in an almost equal degree. Except in name, the trade in corn
will not, practically, be more free, the average price materially lower, nor the
fluctuations less extensive or less violent, than heretofore.

The correctness of this representation it will be for the reader to estimate. We will lay
the grounds of it before him.

The principle of the new Corn-law is briefly as follows. When wheat (to which we
shall for the present confine ourselves) is at 60s. per quarter, the duty on importation
is to be 20s., and for every shilling by which the price exceeds 60s. the duty is to
abate two shillings. This is to continue until the price reaches 70s., at which, and all
higher prices, the duty is to remain stationary at one shilling per quarter. The
following scale exhibits the rates of duty in a clearer form.

Per Quarter Per Quarter Per Quarter
{ 60s. {61s. { 20s.
{6ls. { 62s. { 18s.
{ 62s. { 63s. { 16s.
{ 63s. { 64s. { 14s.
{ 64s. { 65s. { 12s.
When the price is { 65s. and below { 66s. the duty is { 10s.
{ 66s. { 67s. { 8s.
{ 67s. { 68s. { 6s.
{ 68s. { 69s. { 4s.
{ 69s. { 70s. { 2s.
{ 70s. and upwards { Ls.

On the other hand, when the price is below 60s., for every shilling by which it falls
short of that mark, the duty is to increase two shillings. Thus at 59s. the duty will be
22s.; at 58s. 24s., and so on.

Amid all this complication, the only material question is, at what price this new
system will enable us to commence importing. This point may, fortunal:ely, be
ascertained. From the data which we have exhibited in former articles,_ and which
every authentic statement since given to the world has tended very strongly to
confirm, it is established, that 52s. per quarter or thereabouts is the lowest return
which will indemnify the merchant for importing corn into this country. When the
price is 64s. the duty will be 12s., which leaves exactly 52s. to the importer. Until,
therefore, the price rises to 64s., there can be no importation; except in the casual
contingency of an unusually abundant harvest abroad. Against this contingency we
must set that of an unusually scanty one, which would prevent us from importing,
even at that price.

These results suggest two material observations: First, that we shall not, even now, be
a regularly importing country. Mr. Canning stated, when he brought forward his
measure, that the average price for the last four years, including no particular
vicissitudes, and likewise for the last twelve years, which include very great
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vicissitudes, had been about 60s.@ At this price the duty will be 20s.; which will
leave the importer no more than 40s.; altogether an insufficient remuneration. The
lowest price, therefore, which will admit of importation, is considerably above the
price of British corn in average years.

The second observation is, that a law which virtually fixes the importation price at
64s. 1s not much better than the existing law, which fixes it at 70s. By the Corn-law
passed in 1822, 70s. is the importation price. If Mr. Canning had contented himself
with proposing that 64s. should hereafter be the importation price instead of 70s.
would he not have incurred the ridicule, not merely of all men of sense for doing so
little, but of all the world for pretending to have done so much? Whatever advantage
there would be in simply reducing the importation pricg to 64s., that, and no more, is
there in the measure which Mr. Canning has proposed._ But because he has dressed it
out with a complicated apparatus of figures, which cannot be distinctly comprehended
without some little trouble; because he has overawed the public by the ostentatious
accuracy of a graduated scale, and soothed them with flattering visions of a very low
duty when corn is very high, he has succeeded in his immediate purpose, and it seems
not unlikely that a majority of the public will, for the present, be satisfied with
perceiving that the Corn-laws have been alfered, and will wait for specific experience
to learn, that the alteration has been very nearly nugatory.

Further, although 64s. be a sufficient price to remunerate the foreign grower, it by no
means follows that, under the system now proposed, there will be importation at that
price. We have before observed, that 64s. is considerably above the average price;
there will, therefore, be no importation in ordinary years: but the foreigner will not
raise corn for our market unless he has the prospect of being enabled to sell it to us in
ordinary years. In the event, therefore, of a failure of our own crops, we must bribe
the foreigner to afford to us a part of the supply which he has raised for the
consumption of his own countrymen. It is universally known that the price of food 1s
enormously affected by a trifling deficiency of supply, or a small extra demand.
Suppose the advance of price on the occurrence of a demand to be 12s. per quarter
(and all who are conversant with the corn-trade will allow that this is far from being
an immoderate supposition); the importing merchant, to be remunerated, must then
obtain 64s. free of duty. To afford this, the price must be 68s. (the duty at that price
being 4s.); a price which wheat has not reached since the great year of importation,
1819. Without insisting upon the strict accuracy of a computation in which some of
the quantities are conjectural, we think we have said enough to show what sort of a
“free trade” we are likely to enjoy, and how much a father of a family will save, in his
yearly expenses, by the permission to purchase foreign corn.

When it is shown that the average price of corn will not be materially diminished by
the substitution of the new system for the old one, it follows, as an obvious
consequence, that it will still remain liable to the same fluctuations as heretofore.
These fluctuations, the range of which, during the last twelve years, has been from
112s. to 38s., were wholly occasioned by our high average price as compared with
that of other countries.

PLL v6.0 (generated September, 2011) 153 http://oll.libertyfund.org/title/244



Online Library of Liberty: The Collected Works of John Stuart Mill, Volume IV - Essays on
Economics and Society Part I

We can bestow little praise upon what is probably considered the great merit of this
Corn-bill as compared with former ones; the rapid diminution of the duty as the price
rises. This is the popular feature of the plan. It is in appearance a boon, and a great
one, conferred upon our own countrymen. But, in truth, it is precisely the reverse: it is
a boon conferred upon the foreigner at their expense. A low duty is only then a benefit
to the buyer, when it occasions a low price. When a low duty accompanies a high
price, it is a benefit to the seller. A few words will render our meaning clear. When
the people of Great Britain are made to pay 64s. per quarter, for corn which they
might constantly obtain at 52s., they are evidently taxed to the extent of 12s. per
quarter; a tax which, in so far as they consume homegrown corn, is partly wasted in
useless labour on ungrateful soils, partly gained by the landlords, in the manner so
often explained; but in so far as it falls upon imported corn, it comes into our own
treasury, because the importation duty at 64s. is exactly 12s. Thus, when the price is
64s.: but what if the price rises to 70s. before the first ships arrive in port? In that
case, the people of England are taxed no longer 12s. per quarter, but 18s., and the
Custom-house, instead of taking the whole 18s., as it would have taken the 12s.,
contents itself with one shilling per quarter. The remaining 17s. are not saved to the
consumer; for he, by the supposition, is paying 70s. per quarter. They are, therefore,
given away; gratuitously given away to the importer, and lost to the community. If
this bounty were retained by the importing merchants, who may be our own
countrymen, the evil would not be so great. But it is self-evident that this large
accession to their profits will only enable them to give a higher price to the Polish
farmer; that their mutual competition will oblige them to do so, and that the benefit
intended to be conferred upon our own consumers by the gradually decreasing scale
of duties from 12s. downwards, will be reaped principally, if not wholly, by
foreigners.

The only reason which can be pleaded for giving this bonus to the foreigner, and we
are willing to allow that it may be justly pleaded, is, that we could not otherwise
obtain a sufficient supply; that the producer can obtain a remunerating price from his
own countrymen, and, unless we outbid them, unless we hold out extraordinary
advantages to the foreigner, unless, in short, we tax ourselves for his benefit, we shall
not be able to obtain corn enough when we absolutely require it. We fear that there is
too much truth in this statement. We prevent foreigners from raising corn for us, by
refusing to take it in ordinary years; and the consequence is, that when their corn is
necessary to our existence, we cannot obtain it without giving them a bounty for
starving their own countrymen to feed us. This is a case of necessity, we admit; but
who created the necessity? Our own unjust and foolish laws. If we fixed the duty so
low as would enable us to be a regularly importing country, though it were to ever so
small an extent, the foreigner would acquire a habit of calculating upon our demand.
A few years’ experience would inform him how much corn our market would carry
off in an ordinary year: by this standard he would regulate his cultivation; and the
quantity which would remain on his hands when we had a better harvest than usual,
would supply our extra demand when we had a worse. His own countrymen need not
then be starved for our benefit, and we ourselves might trust to the natural course of
events, and not to bounties, for our foreign supply.
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Radicals and political economists had always said, that if we did not choose to take
the corn of foreigners in common years, we should not easily obtain it in uncommon
ones. This was always indignantly denied, “agriculture” affirming that stores of corn
had been accumulated in foreign granaries, sufficient, if the ports were opened, to sink
the price almost to zero. It is true that this assertion of “agriculture” was contradicted
both by reasoning and by facts; but when did “agriculture” regard facts or reasoning?
Ministers, however, knew that what the landlords so strenuously denied was true.
They knew and felt the difficulty of obtaining corn in one year from those from whom
we will not take it in another; and what do they propose? A rate of duty which would
enable us to import in all years was the obvious expedient; but this “agriculture”
forbade. Instead of this, therefore, they tax the British consumers in the price of their
bread, for the purpose of bribing the foreigner to part with his corn in those years in
which “agriculture” thinks fit to let us buy it. But the people of Great Britain must be
passive and quiescent indeed, if, besides paying one tax to “agriculture” in order to
swell its rents, and another to be wasted in growing ten quarters of corn with labour
the produce of which would purchase twelve, they will now consent to pay a third tax
to foreigners in order to obtain foreign corn in those cases of absolute necessity, in
which “agriculture” no longer ventures to shut it out.

From the foregoing remarks, it perhaps may be supposed, that we anticipate no
advantage whatever from the pending bill. This, however, is not ;[he case. The
admission of corn from Canada, at a fixed duty of five shillings,_ is something gained;
rather, however, for the colony than for the mother country: since, the very limited
capital of Canada not permitting her at present to export so much corn as will
materially affect our prices, the Canadian producers will enjoy the benefit of our high
prices and their own low expenses. Until the laws are repealed, which, under the
mistaken idea of favouring Canada, drive her capital into a trade not suited to her
circumstances (see an article in our present Number on the Timber-trade),@ our
agriculturists have little reason to dread the competition of Canada.

It is something, also, to render the importation of corn always lawful, even under such
restrictions as will inevitably prevent it from taking place. The very inefficacy of the
change will not be without its use, if it tends to tranquillize fears. The landlords who
are in an agony of apprehension lest the present bill should reduce them to penury, the
landlords who imagine that foreigners produce corn at no expense, and give it gratis,
or nearly so, will have experimental proof, when this bill passes, of the
unreasonableness of their alarm; and may perhaps be induced to hear with less terror
of a second alteration at some future period.

We have read the late debates on this subject with some attention, unwilling that any
symptom of improved virtue or intelligence in the arbiters of our destiny should
escape our notice. Although we had not the satisfaction of making any such
discovery, a few remarks occurred to us in the course of our labours, which, perhaps,
may be worth the trouble of communicating.

The first of these is, that it has become fashionable, on both sides of the question, to

treat with utter scorn the notion that there can be any difference of interest on the
subject of the Corn-laws between the landlords and the other classes of society. Mr.
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Brougham, in particular, represented the person who could harbour such a notion as a
proper object not only of contempt but detestation.@ If this was said in order to
soothe the landlords, and persuade them that it is not their interest to resist the march
of improvement, the purpose at least was laudable; and not the less so, although the
proposition is manifestly false. Doubtless, so far as the gratification of benevolent
feelings is included in the word interest, it is the interest of all, that what is most
beneficial to all should take place. But if pecuniary interest be meant, it really appears
to us very idle to deny that the landlords have a different interest from the community,
when the simple question is, whether or not the community shall be taxed for their
benefit. If the whole of what the consumers lose is not gained by the landlords, a part
of it is: the consumer cannot lose a shilling, but the landlord gains at least sixpence by
the loss.

Mr. Canning, proceeding on the same scheme of, what we suppose he would term,
conciliation, commenced his speech by declaring, that the conflicting opinions did not
differ so widely as was commonly supposed, and that the question was only a
question of degree. In this we cannot altogether concur with him; nor can we think
that the difference between being taxed, and not being taxed, is no more than a
question of degree. He proceeded to explain himself by saying, that no person
advocated a perfectly free trade in corn; that the necessity of some protection to
agriculture was universally acknowledged, and that the only question was how much.
We respect Mr. Canning’s honest intentions, and admire his eloquence; but really,
when we find him uttering with a grave face the above assertion, we can neither give
him credit for much knowledge of the subject, nor even for much acquaintance with
the commonest writings upon it. We will take upon ourselves to affirm, that not only
some, but almost all the writers against the Corn-laws, have advocated, and do
advocate, a perfectly free trade in corn. From Adam Smith to the author of the tract
which we have prefixed to this article, they have universally represented any tax on
the necessaries of life as among the most impolitic and injurious of all modes of
taxation. They add, indeed, that if we are so unwise as to tax the corn which is grown
at home in such a manner as to enhance its price to the consumer, we ought to tax
imported corn in the same degree; not, however, for the purpose of protecting
agriculture, which they regard as only a politer phrase for robbery; but in order not to
compel, by a system of unequal taxation, the importation of corn which the powers of
nature would enable us to produce cheaper at home.

Protection to agriculture is a phrase somewhat like Protestant ascendancy: interpreted
literally, they mean nothing but what is altogether harmless, and rather desirable than
otherwise. When turned into watchwords, and applied, the one to the Corn-laws, the
other to the Catholic question, they mean something highly mischievous, but which,
whether mischievous or not, is totally different from what the words themselves
import. The expressions, therefore, are fraudulent.

Before we offer up our substance to an allegorical idol, let us hear what title it has to
our worship. What is this “agriculture,” of which you speak? When you say that no
country was ever prosperous without agriculture, do you mean, that no country was
ever prosperous without procuring food? If this be all, the truth of the proposition is
not very likely to be disputed. But if you mean that no country was ever prosperous
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unless it procured food by digging and ploughing, instead of procuring it by spinning
and weaving, your assertion is altogether destitute of truth: since the Dutch republic,
which procured the greater part of its food without digging or ploughing was one of
the most prosperous communities which the world ever saw.

Let us again ask: when you speak of the necessity of protecting agriculture, do you
mean the necessity of protecting the mere turning up of the ground? or the necessity
of protecting the procuring of food for the people? If you mean the first, show us, if
you can, any reason for desiring to procure food by turning up the ground, when we
can procure more with the same quantity of labour in any other way. But if, by
protection to agriculture, you mean protection to procuring food, there is no dispute
about that. We are as desirous as you are, to afford protection to the procuring of
food; provided always, that the procuring of food needs protection. But what is this
contrivance of yours for protecting it? Simply this: to force the people to obtain ten
bushels of corn by turning up the ground, when with the same degree of labour they
might obtain twelve by growing it in their looms and in their cotton mills. If this be
protection (which it is not, but privilege) it is protection only to the owners of the
ground. A prohibition of gas-lights might be called, without any great impropriety,
protection to the oil-companies; but would the oil-companies be permitted to term it
protection for lighting? Yes; if lighting be protected by being rendered more
expensive and more difficult. No, if this be, as it evidently is, the very reverse of
protection. If agriculture means only turning up the ground, it deserves no protection.
Turning up the ground is not a bonum per se. If it means procuring food, it is
protected by excluding cheap corn, precisely in the same manner as the lighting of the
streets of London would be protected by imposing a heavy duty upon gas.

Mr. Canning, in the course of a very humble apology for his intended measure, laid
great stress upon one of its supposed merits, which we find it very difficult to
understand. He said, that it gave the balance of price to agriculture, and that of
principle to trade. We invite our readers to try, among all the meanings of the words
balance, principle, and price, whether there be one which will make English or sense
of this eulogium. If Mr. Canning means that he has given the name of an advantage to
the consumer, and all the reality to the agriculturist, this, unhappily, is but too true. If
he means any thing else, we should be glad to be informed what principle 1s
concerned in the matter, except that of buying at the lowest price? If, in saying that he
has given the balance of price to agriculture, he means that he has secured to the
landlords as high a price as they had before, this is very true; but where is then the
principle which he has conceded to trade? Let us further ask, why concede to trade, or
concede to agriculture, at all? Are trade and agriculture the end, or only the means?
And how happens it that our practical statesmen talk so much of the agricultural
interest, so much of the trading interest, and so little of the general interest? It is of no
consequence to the public whether it obtains its food by trade, or by agriculture. The
sole concern of the public in regard to food, is how to obtain the most of it, and at the
cheapest rate.

Perhaps, however, in looking out for a meaning, we are trying this passage by a test

which it never was intended to bear. Words are often employed, and with effect too,
for other purposes than that of conveying a meaning. Words frequently exercise a
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strong persuasive power by their mere sound; and such was possibly the intention in
this instance. It may have been thought that this phrase might help to persuade both
parties that something had been conceded to each of them, and to render more secure
the game of compromise which ministers had resolved to play. No one can be more
ready than we are to make allowance for the dependent condition of ministers under a
constitution like the British. We are aware that men in their situation are often under a
necessity to compromise, in order to be permitted to effect any good whatever. We,
on our part, being under no such necessity, shall endeavour to expose compromise
wherever we find it: in Whig, Tory, or Radical; Lord Eldon, or Mr. Canning; a friend,
or an enemy. If it be the purpose of ministers to do all the good they can, we shall
most effectually aid their intentions, by pointing out the cases in which they have not
done enough. If, on the other hand, they desire to do good only so far as they find it
personally convenient, it may possibly happen that, by unmasking their fallacies, we
may render it convenient to them to do more.

The word fallacies recalls our attention to the little tract@ at the head of the present
article; which we have thus far omitted to notice, not because it was not highly
deserving of our attention, but because we were desirous, in the first place, to express
our sentiments on the subject of immediate interest, the present state of the Corn
Question. The author (who signs himself T. Perronet Thompson)_ has given, after
some prefatory matter, of which we do not think so highly as of the work itself, an
enumeration of a hundred and sixty fallacies on the Corn-laws; or, to speak more
accurately, ten or twelve fallacies exhibited in a hundred and sixty different shapes;
with a sentence, or at most two or three sentences, in answer to each. Mr. Thompson
is master of his subject, and has disposed of the fallacies with great philosophical
accuracy, and considerable clearness, conciseness, and felicity of expression. As this
mode of combating those Proteus-like fallacies, which are formidable less from their
native strength than from the multiplicity of shapes in which they appear, seems to us
to have peculiar advantages, we shall make room for the exposure of some of the most
potent among these instruments of deception:—

That the manufacturers want great consumers; and therefore they should let the
landlords consume.—A. The manufacturers want only great payers; and it is the same
thing to them whether they find them in England or Poland. They have not the
smallest wish that the landlords should consume for nothing, or for less than could be
had from other people.

That the operatives are a lazy race, and seldom go to work before Wednesday.—A.
The landlords never go to work at all. (P. 29.)

That the agriculturist is the manufacturer’s best friend.—A4. The manufacturer’s best
friend is he that will give him the most of what he wants, in return for his goods.

That the manufacturers, by selling their goods to foreigners, destroy their home

market.—A. They destroy it, by selling for two bushels of corn abroad instead of one
at home. (P. 30.)
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That the manufacturers want a market, but not particularly a foreign market. They
may sell to the inhabitants of Staffordshire, or Wales, as well as to the Poles or the
Swedes.—A. The manufacturers want the market where they can get two bushels of
corn for their goods, and not the market where they can get one. (P. 31.)

That we are altogether in an artificial state, and therefore must go on as we are.—A.
This only means, that the community is losing by a great many hurtful monopolies
instead of one. Men are agreeing to vote for a general famine, for the promise of a
halfpenny roll a-piece to themselves. Each sees the mischief of his neighbour’s
bargain, but fears to lose his own; and so all suffer like fools together. (P. 32.)

The following passage we recommend to the particular attention of monopolists of all
denominations:—

That if every thing was cheap, every body would be ruined.—A. The great fallacy of
the enemies of free trade. When the traders in any particular branch obtain high
prices, they get rich; what then so plain, as that if the traders in all branches get high
prices from one another and from the public, they must all get rich; and the contrary?

This is the blunder of teaching a man to get rich by filling his purse out of his
waistcoat pocket. If he fills either his purse or his pocket by itself, he may get rich;
but not if he fills one out of the other. If John Adams, in his residence on Pitcairn’s
island, was to propose, for example, to get rich by making and keeping a canoe
himself, when he could obtain yams cheaper by paying the natives of some
neighbouring island for bringing them in canoes of their own, and was to set down the
increased expense bestowed on his canoe as a gain to the shipping interest of John
Adams, it would be plain that it was only John Adams making himself creditor by
himself, and that whatever was the flourishing appearance of his shipping account, the
real fact was, that he and his family lost and threw away all that might be saved by
employing the cheaper mode. The case is the same in greater communities; except
that it is one set of individuals that gain the shilling, and another that lose the pound.

If one man should be allowed to take a halfpenny a-piece from every individual in the
united empire, he would get rich. But if all people had liberty to do the same, they
would not all get rich. Some men cannot understand this, and therefore go on crying
out, ‘The shipping interest will be ruined, and the silk trade will be ruined, and you
will all be ruined together, by giving over filling your pockets at the expense of one
another, and trying to fill them by having more of every thing than you want.” And at
the bottom of the whole will be found the land-owners, who are the only persons who
have any thing really at stake in keeping up the delusion.

A time will come when the public will wake as from a dream, and ask who it was that
persuaded them, that the way to be rich was for every body to give as much as
possible for every thing. In the meanwhile there is nothing to be done, but to wait till
the progress of knowledge makes men ashamed of being impoverished by such a
fallacy. (Pp. 32-3.)

The following are highly deserving of attention:—
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That we cannot have the blessings of civilization and wealth, and the cheapness of
provisions which is found in unimproved countries.—A. We cannot have them both at
once from our own soil; and there was never any question of doing it. The question
was, whether cheap corn is not the best, wherever it may come from.

That the countries where cheap corn is found, are very miserable.—A4. The question is
not whether those countries are happy, but whether having their corn would make us
happy. The objection is like saying, ‘On no account let your ladies wear furs. You
have no idea what wretches the North-Western Indians are; and, above all, their
women.” The misery of the people quoted, proceeds neither from having corn nor
having furs; but from totally different causes, which our buying their corn or furs is
one step towards removing. They have all the qualities required in customers; which
are, to want what we have, and have what we want. (Pp. 34-5.)

That an expense has been incurred on the inferior soils, and it would be waste to
throw it away.—A. If some unwise gentleman, by raising grapes in hot-houses, had
contrived to make wine equal to Port at the price of Tokay, the best thing his friends
could recommend to him, would be to burn his hot-houses whatever had been the
outlay, and take to drinking Port at four and sixpence like his neighbours. There is no
doubt that the outlay will be lost; and the sooner, the better.

That the landlords who have made the outlay, and the people who are to benefit by its
being thrown away, are different individuals, and therefore one has a claim to
compensation from the other.—A. If the gentleman supposed, had built his hot-houses
in consequence of the existence of a law prohibiting the introduction of foreign wine,
the case would certainly be altered. The first question then would be, ‘Had the
gentleman any hand in making the law himself?’ If he had originated the plan, and
voted in parliament after parliament for its support, he would clearly have no claim.
(P.35)

That there 1s no limit to the corn that can be produced at home, if people will pay for
it.—A. This is like saying, that there is no limit to the milk which can be produced
from a single cow, if people will only pay for the keep. There may never be a time
when it is impossible to obtain another drop. But in the first place, it is clear that the
quantity is limited after all. And next, that there is no reason why people should pay
for feeding a cow on green peas, when by sending across the brook they may have
good milk produced by one fed on straw.

That the produce of Great Britain and Ireland is equal to the support of their
inhabitants.—A. This is only saying, that there are never more inhabitants than are
fed. It would have been equally true, if nine-tenths of the present inhabitants had been
starved. (Pp. 37-8.)

That if the manufacturers are already in such a state of distress as calls for emigration,
to throw a number of agriculturists out of work must increase the evil.—A. Not if for
every man thrown out of employment in agriculture, ten men are brought into
employment in other ways. (P. 39.)
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That if we receive corn from other countries, we are not sure that they will receive our
manufactures in return.—A. They will receive what we have to give, or else not give
us corn.

That it is the interest of a country to support its own population with the produce of its
own soil.—A. Not if it can support them better with the produce of another. It might
as well be said that it was the interest of the country, to supply its wine-drinkers with
the produce of its own soil by means of hot-houses. (P. 40.)

That the proprietors of land have a right to the protection of the state.—A. They have
a right to sell their produce to all who choose to buy it, and to let others do the same.
If by protection they mean a protecting duty, a protecting duty means every where,
giving men other people’s money which they have no right to. It means giving a tailor
two and sixpence for his work instead of two shillings, for the tailor’s convenience.
(Pp. 44-5.)

That if the result of free trade is the impoverishment and distress of the people, it will
be ill compensated by an adherence to philosophical maxims and sentimental
conceptions.—A. The philosophical maxims are, that every man has a right to sell the
produce of his labour. The sentimental conceptions, that one man ought not to be
starved, to please another.

That we ought not to follow the conceits of theory.—A4. Conceits of theory mean,
believing that two from four leaves two. (P. 45.)

In the following passage, the fallacy of remunerating price is happily exposed:—

That the question is, whether the country shall be cultivated or not?—4. The question
is, whether the country shall be cultivated to the extent which is for the interest of the
community, or whether it shall be cultivated to a greater extent for the advantage of
the landlords and the injury of every body else? The counterpart of the fallacy would
be, if the manufacturers had got a duty on English corn, and said, ‘The question is,
whether the country shall have manufactures or not?’ (P. 47.)

That the man who made two blades of grass grow where there was one before, was
always held to be a public benefactor.[_ —A. The thing really meant is, making two
bushels of corn to exist where there might have been four.

That the landlords will suffer by the permission of a free trade in corn; and no man
ought to suffer.—A. When the question is, whether one man must suffer by a return to
the rule of justice, or ten for want of it, the last must carry it. (P. 48.)

That the farmers and servants in husbandry, who are unquestionably real labourers,
will suffer also.—A. It is true that some of them must change their occupation. But it
1s impossible to condemn ten men to the privation of the common right of all men to
sell the produce of their own labour, that one may not be obliged to change the mode
of his. The fallacy of bringing forward the sufferings of the agricultural labourers
from change, consists in keeping back the fact, that ten times as many are unjustly
suffering much more for want of it. And the suffering altogether is only part of the
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consequences of the original injustice. It is in the nature of injustice to produce
suffering, both during its continuance and at its removal; but this is not a reason why
injustice should not be removed.

That the petty shopkeepers and others, who have the custom of the occupiers of land,
must be ruined.—A. Not if they have an equal chance of selling to somebody else
instead. (Pp. 48-9.)

That the manufacturing interest ought to be conciliatory.—A. It is not conciliation that
is wanted, but justice. When Thomas is kept from selling in the market to please John,
there is no use in telling Thomas he ought to be conciliatory. Give him justice, and the
common right of all men. He must be an idiot if he licks John’s feet, to obtain
permission to sell the fruit of his labour to such as choose to buy it. (P. 51.)

That the French Revolution was introduced by calling for a free trade in corn.—A4. All
popular revolutions begin with an opposition to some crying injustice; which is a
reason why crying injustices should be removed; not why they should not. If there
was not something of this kind, there could be no revolution. The people never began
an unnecessary revolution in the world; though some have been carried beyond the
point of necessity after they were begun.

That all the mischief proceeds from defects in the system of currency.—A4. The
system of currency may be good, or evil; but its effects in either way cannot alter the
fact, that the land-owners are putting restrictions on the industry of the community. A
man may have suffered by bad shillings, but that was not what broke his leg. (P. 54.)

That the extreme opinion on one side is, that there should be a constant prohibition,
the extreme opinion on the other, that there should be none; and that the point of
justice and moderation lies somewhere between.—A. The extreme opinions are mis-
stated. The statement is, that the extreme opinion on one side is, that John should keep
Thomas out of the market; the extreme opinion on the other, that he should not; and
therefore what justice and moderation require is, that he should keep him out every
other day. The extreme opinions truly stated, would be, on one side, that the
agriculturist ought to have a duty against the manufacturer; on the other, that the
manufacturer ought to have a duty against the agriculturist; and therefore the just
medium is, that each should sell for what he can get, without having a duty against the
other at all. The way to examine the position is, to see how it would look if the same
statement, mutatis mutandis, were advanced on the part of the manufacturers.

That we must reconcile conflicting interests—A. There can be no conflict on a wrong.
When the question is of a purse unjustly taken, it is a fallacy to say we must reconcile
conflicting interests, and give the taker half.

That the differences between the parties are infinitely less wide than they are stated to
be in argument.—A4. Whatever may be the absolute magnitude of the difference, the
principle is not the less important. If the question were whether the takers of purses
should be allowed to keep the half or none, it would be no answer to say, the whole
sums taken in a twelvemonth were under six millions. (Pp. 55-6.)
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That land and trade must wax and wane together.—A. True, as long as they go on
honestly in company. Not true, if one is endeavouring to wax by the robbery of the
other. [P. 56.]

That the manufacturing interest ought not to use harsh terms.—A4. There is nothing
like calling things by their right names. The manufacturers will eat their brown loaf if
they are obliged to it; but the devil and St. Dominic will not make them call it a leg of
mutton.

That it is dangerous and wrong, to tell men they are injured.—A. The danger and
wrong, are in injuring them.

That agriculture ought to be held in honour.—4. The art of having corn ought to be
held in honour. The agriculturist who can make inferior land produce corn, or good
land produce an increased quantity, subject always to honest competition on the part
of those who can produce corn out of their looms and their flatting-mills,—has the
same claim to honour as Arkwright and Watt. If Arkwright and Watt had invented
machines for making broad cloth at double the price that it might be had in other
ways their claims to honour would have been like those of the modern agriculturists.

That wealth emanating from land has a right to certain privileges above that which
emanates from other sources.—A. This amounts only to saying, that the wealth of the
community should be diminished, that the wealth of the agriculturists may be
increased by a fraction of the difference. (P. 56.)@

That money may as well be taken from the fund-holders as from the landlords.—A.
This is saying, that it is the same thing to defraud a just creditor, and to prevent a
shopkeeper from raising his prices by monopoly. (P. 53.)

The truths which are so happily expressed in the following passage, cannot be too
often or too deeply impressed upon the public mind:—

That the fund-holders ought to be robbed.—A. To rob the fund-holders of their
interest, after having spent their capital, would, besides all the evils of breach of
contract, have the hardship of an ex post facto law, with the unique addition of being
made in the teeth of the invitation of an existing law. The nation which should do it,
would virtually declare itself incapable of contracting any national engagement, or
performing any national act. A community must either acknowledge the possibility of
being bound to-morrow by its act of to-day, or it must disband; for if it declares its
own incompetency, it will be treated with as a community by nobody. And for any
thing that could be gained by such a proceeding, it might as well be proposed to gain
by robbing all the individuals who had red hair. The individual robbers might gain by
it, but the community could not gain, because the red-haired men are themselves part
of the community. If the principal expended could be called back again, it would be a
different case. But nobody can seriously believe, that by what has been called
applying a sponge to the national debt, the community would be one shilling the
richer; or that by robbing one individual of five pounds per annum in order to put it
into the pocket of another, the smallest progress would be made towards recovering
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the hundred which was spent thirty years ago. A man might as well try to repair the
loss of a leg, by shifting the deficiency from one side to the other. If every individual
was a fund-holder in the same proportion that he is a tax-payer, it would be clear that
the attempt was only shifting the leg. And it is just as true, when the case is as it is,
with the addition only that the fund-holders are the smaller party, and therefore might
possibly be robbed.

And this is not the fallacy of saying that a national debt is no evil. It is a very great
evil; and the worst thing about it is, that there is no getting rid of it. When a million is
borrowed and expended, the evil is inflicted then, and not by the shifting of the
interest from one pocket to another afterwards.

The magnitude of the evil or punishment is the same as if there had been inflicted a
judicial necessity for throwing the amount of the interest annually into the Thames.
For if the money had never been borrowed, the man who is now the fund-holder
would have had the principal in his pocket, and the tax-payer would have saved the
interest, which is the same to him as saving it from the Thames. But there is a special
provision of Providence, that when money has been thus raised, no possible
dishonesty shall get rid of the burthen. If the principal had been borrowed from
Prester John, the community might possibly gain by cheating him of his interest. But
since the interest is owed to a component part of the community, it is in the
constitution of things, that the community, however inclined to the practice of
larceny, can gain nothing by robbing itself. (Pp. 51-3.)

And the following passages throw a just ridicule upon the panegyrics which the
landlords are so much in the habit of pronouncing upon themselves in order to show
that they ought to be protected in injustice:—

That the race of English country gentlemen, English farmers, and English yeomen, is
worth preserving.—A. Not if they are to be kept at the public expense. As long as they

keep themselves, every body is glad to see them.

That a bold peasantry is their country’s pride.—A4. The bold peasantry must keep their
country, not the country them.

That the landlords are the Corinthian capital of society.—A. It is carrying the
metaphor too far to say they must be supported by the rest.

That they are a source of light and knowledge to the lower orders.—A. They teach
them what they are anxious they should learn; and others do the same.

That they have sound political principles.—A. They take the side which they think
best for themselves; and other people do so too.

That they fought the battle against the Jacobins.—A4. Which other people are paying
for.

That all they get they expend.—A. Most other people do the same.
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That they are supporters of the fine arts.—A. Wealth would produce the same effects
in any other hands.

That they feed fat cattle.—A4. And are paid for them.

That they keep up rural sports.—A. Men have no claim to be paid for amusing
themselves as they like best.

That they kill foxes and others.—A. The mole-catcher would do it better.

That they sit at quarter-sessions.—A4. And strange things they sometimes do there. For
instance, in Buckinghamshire, they sentenced John Doe to five months’ imprisonment
for intending to assault the lord’s hen-pheasant, and Richard Roe to three, for
assaulting the serf’s daughter.

That they are the unpaid magistracy.—A. If they demand to be kept, they are not.

That they are good moral characters.—A. Other men are so too. But it is impossible
for all moral men to be kept.

That they are generous, brave, and humane.—A. All Englishmen from time
immemorial, by their own account, have been so too.

That nobody could do without them.—A. Nobody could do without every body. But
every body cannot be kept at the public expense. (Pp. 56-7.)

We have quoted enough to justify us in pronouncing this to be one of the most useful
works which have appeared on this subject during the present controversy. We
observe with pleasure that it has attracted the attention of lord King, who has fought
the battle of free trade in the House of Lords nobly, and with weapons very similar to
those of the present author. We think that it would be a speculation worthy the
attention of a bookseller, to make a collection of all which lord King has said on this
subject in parliament since it began to be discussed in 1825, and print it in a pamphlet,
as a companion to the tract before us. Every thing which is most noxious and most
offensive in the spirit of aristocracy has rarely received such hard and well-directed
blows. The exertions of Mr. Whitmore and of lord Milton deserve no less praise; and
their merit is enhanced by the disgraceful reception, disgraceful even in the eyes of
indifferent spectators, which they have experienced from the House. But their country
will weigh them and their opponents by a different standard, and will esteem and
venerate them as deeply for having set at defiance the fury of the band of enraged
monopolists by whom they have been insulted, as it would have despised them if they
had stooped, with the vulgar herd of public men, to court the applause of those
monopolists by the sacrifice of the best interests of their country.
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THE NATURE, ORIGIN, AND PROGRESS OF RENT

1828

EDITOR’S NOTE

Note III to Adam Smith, An Inquiry into the Nature and Causes of the Wealth of
Nations. Ed. J. R. McCulloch. Edinburgh: Black, Tait, 1828, IV, 100-25. Running
head: “Rent.” Unsigned; not republished. Identified in JSM’s bibliography as “A
dissertation on Rent, in the notes subjoined to McCulloch’s edition of Smith’s Wealth
of Nations. (Some parts of this note were however, altered by McCulloch)”
(MacMinn, 9). Not mentioned in JSM’s Autobiography. Ney MacMinn and his fellow
editors identify Note XXII, “Taxes on the Rent of Land” (ibid., 535-8) as JSM’s
contribution, but it seems unlikely that he would describe this slight three-page note
as a “dissertation on Rent”. (There is actually a third note on the subject in
McCulloch’s edition, Note XXIX, “Additional Note on Rent” [ibid., 574-8], which
from the context and the argument is almost certainly McCulloch’s.) The
identification here offered is based on the copy of McCulloch’s edition in Somerville
College, as well as on likelihood. In that copy the pencilled notes reproduced at 173,
178, and 179 below occur; their wording, together with the description in the
bibliography, and McCulloch’s inscription in JSM’s copy (see 812-13 below), provide
the best evidence now available. Internal evidence suggests that, in addition to the
marked passages, the concluding paragraph (179-80) is by McCulloch.

The Nature, Origin, And Progress Of Rent

there are few chapters in Dr. Smith’s great work more unsatisfactory than his chapter
on rent. It contains, indeed, many curious and valuable disquisitions on several topics
connected with rent; but it leaves untouched all the great questions with respect to its
origin, nature, and causes. Those theoretical principles which had been undiscovered
by his precursors, remained undiscovered by him: it was left to subsequent inquirers
to ascertain the causes of rent, the laws which determine its amount, and the manner
in which it is affected by the progress of society.

The price of every commodity, according to Dr. Smith, must on the average be at least
sufficient to replace the capital necessarily expended in producing it, together with the
ordinary profits of stock; because, if the price were permanently lower than this, the
commodity would not be produced. But although this is the lowest price at which a
commodity can be sold for any length of time, it is not the highest. Some commodities
indeed can never permanently sell for more than the lowest price which will enable
them to be brought to market; but others can. Corn, cattle, and all the most important
articles of raw produce, compose the latter class; their price is usually such as to leave
a surplus, after replacing with the ordinary profits the whole expense of producing
them and bringing them to market: and this surplus falls to the landlord, since the
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farmer cannot permanently receive a profit on his capital exceeding what that capital
could obtain in other trades.

Dr. Smith’s investigations appear to have stopped at this point. It is obvious, however,
that the nature of rent was yet only half-explained, or rather was not explained at all.
It is no explanation to say, that rent is a surplus above the ordinary profits of stock;
because the very fact to be explained is the existence of such a surplus. If the price of
every other commodity depends upon what is necessary for replacing with the
ordinary profits the capital expended in its production, and if competition will not
suffer it for any length of time to exceed this limit, why does not competition also
keep down the price of raw produce to what is sufficient for replacing the capital, and
affording the ordinary profits? Dr. Smith apparently did not consider this to require
explanation, or deemed it sufficiently explained by the greatness of the demand.
“There are some parts,” says he, “of the produce of land, for which the demand must
always bf such as to afford a greater price than what is sufficient to bring them to
market.”_ —a reason which we must suppose him to have assigned rather because no
other occurred to him, than because he was entirely satisfied with it, or had deduced it
from any very careful analysis. A great demand is by no means sufficient to account
for a high price. There are some commodities which, whatever might be the demand,
would always be cheap; because they could always be produced and brought to
market at a low price. Others, however trifling the demand, must always be dear;
because if they were not dear, they could not be brought to market at all. Price, in
short, does not depend upon the greatness of the demand. To produce a high price, the
demand must be attended with some principle of limitation in the supply. Had Dr.
Smith attended to this important truth, of which he has elsewhere proved himself to be
well aware, he would have proceeded to inquire what is the principle of limitation in
the case of corn; and this inquiry would most probably have disclosed to him the true
theory of rent.

In the preceding note on value,@ commodities were divided into two classes; those
which cannot be increased in quantity as the demand increases, and those which can.
It was shown, that to the price and exchangeable value of the former class there is no
limit, except the inability or unwillingness of the purchasers to give more; but that, of
the other class, comprising the great mass of the physical objects of human desire, the
price and value are determined by the cost of production; that is, by the quantity of
labour required to produce them and bring them to market. Raw produce belongs to
the latter class; since its quantity may be increased by additional labour, so as to meet
any conceivable increase of demand. The value of raw produce, therefore, depends
upon the cost of its production. But there is a peculiarity, in the circumstances under
which raw produce is produced, which causes an apparent deviation from this law.

The value of every thing which is not limited in quantity, depends upon its cost of
production. But suppose that there is a commodity which has two costs of production.
The case is conceivable, and the following are the circumstances under which it
would arise. Suppose that a commodity may be produced in two ways; one of them
being much less expensive than the other, but depending upon the possession of a
particular instrument, existing in limited quantity: and let there be a demand for a
larger supply of the commodity than can be produced in the cheaper of the two ways;
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so that recourse must be had to the dearer for a part of the supply. This commodity
might be said to have two costs of production. Which of these costs of production
would regulate its value? Evidently the dearer of the two; that which yields the
smallest produce to a given amount of labour and capital. For if the value of the
produce were not sufficient to replace with its profits the expense of producing the
commodity in the dearer mode, no portion of it would be produced in that mode; and
as the other mode is assumed not to afford enough to satisfy the demand, its value
would rise, from scarcity, to the point which would enable a larger supply to be sent
to market. It could not rise above this limit, otherwise the producers of the additional
supply would obtain more than the ordinary rate of profit; which the competition of
other capitalists would necessarily prevent.

It is clear, however, that the value or price which affords the ordinary profits of stock
to those who produce a commodity by a certain process, must afford more than these
ordinary profits to those who produce it by a less expensive process. And if the
instrument by which the cheaper method of production is effected can be engrossed
and appropriated by one or more individuals to the exclusion of others, the whole
excess of profits which it yields—that is, the whole amount of produce, or its value,
produced in the cheaper mode, over and above that which is produced in the dearer
mode—will belong to the proprietors of the instrument, and will form rent.

It appears, therefore, that any commodity, of which, from the necessary circumstances
of its production, equal quantities of labour or equal capitals yield unequal returns,
may yield a rent as soon as, from the extension of the demand, the most productive of
the capitals becomes unable to supply the whole market. The value and price of the
commodity, too, must always be sufficient to replace with its ordinary profit the least
productive of the capitals; but, if such a quantity of the commodity as the least
productive capital can produce, affords to that capital the ordinary profit, an equal
quantity will yield the ordinary profit to each of the other capitals: whatever,
therefore, any of them produces beyond this, constitutes a fund to the extent of which
rent may be paid.

Now, the produce of land is actually obtained under circumstances precisely
analogous to those supposed in the above investigation. The quantity of corn or cattle
in existence, may be increased by the employment of an increased quantity of capital
or labour, but it cannot always be increased in the same proportion as the capital. A
double capital applied to the manufacture of hats, will in general produce a double
quantity of hats. A double capital applied to the growth of corn, will seldom afford a
double quantity of corn. In the earlier stages of cultivation the quantity of produce
may perhaps be doubled, and even more than doubled, by doubling the outlay. But
land does not admit of being indefinitely forced with an equal return. And
notwithstanding the occasional occurrence of improvements, it is invariably found
that in the long run the effects of these improvements are overbalanced by the
decreasing productiveness of the land; and that, speaking generally, additional
supplies of food can only be obtained by a greater proportional sacrifice of capital and
labour.
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When an increased supply of corn comes to be required, it may be got in one of two
ways. Land which remained uncultivated may be taken into cultivation; or the old
land may be made to afford a greater produce, by a more complete system of
drainage, the use of more powerful manures and implements, the employment of
additional cattle or additional hands, &c._ It is characteristic of both these methods of
increasing the produce, that a diminished quantity is, on an average, obtained in return
for the same expenditure of labour and capital. In the case of new land this is obvious,
since it would have been cultivated before, if its cultivation had not been less
advantageous, all things considered, than that of the land which was cultivated. It is
equally true, that when it is from the old cultivated land that the additional food is
obtained, the additional capital which is employed scarcely ever produces so much in
proportion to its amount, as the previous capitals. And if any proof of this be required,
it is sufficient to observe, that otherwise none but the best lands, in fertility and
situation taken together, would ever have been cultivated; for if the growing demands
of the community could always have been supplied from those lands, without any
enhancement of expense, the price of corn would never have risen sufficiently to
enable the cultivation of any other lands to yield a profit.

It being established, therefore, that after a certain stage of cultivation a further supply
of food must be obtained (if obtained at all) not only at a greater absolute, but at a
greater comparative expense, it follows that when a further supply is wanted, the
value and price of food must rise in proportion to the necessary increase in the cost of
production;—and this, for one of the best of all possible reasons, viz. that until it has
so risen, the food will not be produced. The exchangeable value of corn, therefore, has
a constant tendency to rise with the increased demand occasioned by an increase of
population.

The produce of land, then, being a commodity which has not one only, but several
costs of production, and the greatest of these being of necessity the sole regulator of
its price, it follows, in the manner which has been shown in the supposed case before
examined, that the inequality in these several costs of production is at once the
principal cause and the measure of rent.

If the nature of the land had been such that it had always yielded the same or a greater
proportional return to every fresh outlay of capital and labour upon it, the entire
supply of food required by the most populous nation, might, it is obvious, have been
raised from one acre as easily as from millions. In such a state of things, prices could
never have risen, and rent would have been wholly unknown. Neither could prices
have risen, nor rent appeared, had there been an unbounded extent of good land. But it
is because the earth is of limited extent, and because it yields, on an average, a
constantly decreasing return, according as cultivation is extended, to the same outlay
of capital and labour, that prices rise and rents are paid.

When, in the progress of cultivation, that indefinable stage is attained, at which the
proportional return to any further application of capital begins to decrease, production
will be carried no farther without a rise of prices. The cultivators will, in preference,
invest their savings in some other employment, until the increase of population
produces an increase of demand, which, not being met by a corresponding supply,

PLL v6.0 (generated September, 2011) 169 http://oll.libertyfund.org/title/244



Online Library of Liberty: The Collected Works of John Stuart Mill, Volume IV - Essays on
Economics and Society Part I

must of course raise prices. In consequence of this rise, fresh capital may now be
applied by the agriculturists either to improve the best lands, or to cultivate those of a
somewhat inferior degree of fertility. As much, therefore, of the return to the old
capital as is over and above the return to the new, will now be over and above the
ordinary profits of stock; it will therefore constitute rent.

Suppose, for instance, that the productiveness of capital, on a particular piece of land,
of the first degree of fertility, begins to decline after it has been made to produce
twenty bushels of corn. Let it be supposed, that by superadding another capital equal
to the first, not twenty, but fifteen bushels would be added to the produce. These
fifteen bushels might with propriety be spoken of as the produce of the second capital,
and the twenty bushels as the produce of the first. As soon as this additional quantity
of produce is called for, by the increase of the demand, corn must rise in value and in
price until the fifteen bushels exchange for as much money, and as much of all other
things whose value has remained constant, as the twenty bushels did before; for the
twenty bushels, at their former price, did not afford more than the usual profits of
stock; the fifteen bushels, therefore, will not afford so much as the usual profits until
they rise to that price. But when fifteen bushels come to afford the ordinary profit to
the second capital, which is equal to the first, fifteen bushels will afford it likewise to
the first capital. The remaining five bushels are thus over and above the ordinary
profit of stock; and this being the case, the competition of the farmers will render
them willing to pay them as rent to the landlord.

To carry the illustration a little farther, let population continue to increase until it
becomes necessary to raise a still greater supply of corn. This is to be obtained by a
still farther increase of expenditure upon the soil, which will be attended with a still
greater falling off in the proportional return. Suppose, for instance, that a third capital,
equal to either of the foregoing, yields a return of no more than ten bushels. Before
these ten bushels will be produced, they must have risen to the same price which the
twenty bushels were sold for at first, and the fifteen afterwards. Ten bushels will now
yield to the producer the ordinary rate of profit upon the last outlay of capital. But if
ten bushels afford him the ordinary profit upon one third part of his entire stock, thirty
bushels will afford him that rate of profit upon the whole. A surplus of ten bushels
will therefore remain out of the produce of the first capital, and another of five out of
that of the second,—in all ﬁf‘ieen; the whole of which, being above the ordinary rate
of profit, will constitute rent._

We may now perceive in what sense we ought to take the proposition of Dr. Smith,
that the price of food is always sufficient not only to replace the capital expended with
the profit which it would have obtained in other employments, but to leave, besides, a
surplus to the landlord. So long as all the food which is raised is raised at the same
cost of production, the above proposition is not true in any sense. The value of the
produce is then exactly sufficient to replace the capital with its profit, and no more.
But when, from the increase of demand, and the limited extent and fertility of the soil,
some portion of the total quantity of food produced has of necessity been raised at a
greater cost than the remainder, its value rises. It never is more than sufficient,
however, to replace, with the ordinary profit, that portion of the whole capital
employed which is attended with the least return. But as all the corn sold in the same
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market must be sold at the same price, and as that price is sufficient to replace with its
profit the least productive portion of the capital employed, it must be more than
sufficient to replace, with the same profit, all the remainder of the capital. Here,
therefore, commences the surplus which Dr. Smith describes, and which he justly
considers to be the measure of rent.

Let us now briefly recapitulate the important principles which we have endeavoured
to establish:

1. That if the produce of land could always be increased in proportion to the outlay,
there could be no such thing as rent.

2. That the produce of land cannot be increased in proportion to the outlay, but in a
less proportion.

3. That the least productive, which, speaking generally, is the last portion of the
outlay, must yield the ordinary profits of stock; and

4. That all which the other portions yield more than this, being above the ordinary
profits, will constitute rent.

This result may be otherwise expressed in the following propositions:

1. That the causes of rent are, the limited extent of the land, and the inequality in the
return to different portions of the capital expended on it.

2. That the rent which a piece of land may pay to its proprietor is equal to the excess
of its produce, above what its produce would be if no part of the capital employed on
it exceeded in productiveness the least productive agricultural capital in the
neighbourhood; and—

3. (A corollary from the preceding)—That the least productive capital, among all
those which supply the same market, pays no rent whatever:—a proposition of which
some farther developments will be offered in the sequel.

Difference in proximity to the market is a source of rent precisely analogous to
difference in fertility. When the produce of different lands is sold in the same market,
and consequently at the same price, the land which is nearest to the market, and pays
least for carriage, enjoys the same sort of advantage over the other as if it were more
fertile. The price must be sufficient to indemnify the cultivators of both; it cannot,
however, be sufficient to indemnify the one, without being more than sufficient to
indemnify the other. It cannot afford to the cultivator of the more distant soil the
profits of his stock, without leaving to the owner of the more adjacent one a surplus
for rent; an equal price will always enable the nearer soil to be cultivated more highly
than the distant one. When the towns are gradually compelled by the increase of their
population not only to cultivate more and more highly the lands in their vicinity, but
to draw a part of their supplies from a greater and greater distance, it may happen that
the advantage of vicinity may more than counterbalance the disadvantage of
barrenness, and lands of inferior fertility in the immediate environs of a large town
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may yield a considerable rent, while much richer land at a distance from the market
will afford little, perhaps none. As vicinity to a town is always a cause of rent, so
vicinity to a road or a navigable river or canal, by diminishing the expense of
transporting the produce to some great market, may have a similar operation. It must
be kept in mind that it is not the absolute fertility or position of any given lands, but
their superiority, in these respects, as compared with other lands, supplying the same
market, that enables their cultivators to pay a superior rent. It is obvious, too, that the
larger the surface from which any particular market draws its supplies, the higher, in
proportion to their fertility, will be the rent of the lands in its immediate
neighbourhood.

The two sources of rent above described, fertility and proximity to the market, are
totally distinct from those peculiarities of soil or situation which afford a rent on the
com