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Of the Nature, &c;u_!mul_{\tidn, and Employ=
ment of Stock.

INTRODUCTION,

N that rude ftate of fociety in which there is
no divifion of labour, in which exchanges are
feldom made, and in which every man provides
every thing for himfelf, it is not neceffary that any
ftock fhould be accumulated or ftored up before-
hand in order to carry on the bufinefs of the
fociety. Every man endeavours to fupply by
his own induftry his own occafional wants as they
occur, When he is hungry, he goes to the
foreft to hunt; when his coat is worn out, he
cloaths himfelf with the fkin of the firft large
animal he kills: and when his hut begins to go
to ruin, he repairs it, as well as he can, with the
trees and the torf that are neareft it
Bur when the divifion of labour has once
been thoroughly introduced, the produce of a
man’s own labour can fupply but a very fmall
part of his occafional wants. The far greater
part of them are fupplied by the produce of other
mens labour, which: he purchafes with the pro-
duce, or, what is the fame thing, with the price
of the produce of his own. But this purchafe
: Dd 4 cannot

lwﬂao
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P00 % cannot be made till fuch time as the produce of
= his own labour has, nog oply been  compleated,
but fold. A frock of goods of .different kinds,
therefore, muft be ftored up fomewhere fufficient

to maintain_him, and, to fupply him with the
materials and tools of his work till fuch time, ac
leatt, 4s both thefe events can be brought abou,

A weaver cannor apply himfelf entirely to his pe-

i:’ul'i'arf bufinefs, unlefs there is beforehand ftored

up fomewhere, either in his.own. pofiefiion or in

thatof fome 63;6_:' perfon, a ftock fu icient to main-

. fain, him, and to. éuﬁp!’yﬁ”? Yol theypssrints
wvwro and tools of his work, till he has not only com-
%s&iﬁbm fold his web.. This accumulation

mpﬂ:,ﬂudcndy, be preyious ta his applying his
Indulizy for fo long 4 time o, fiuch a peculiar

SREIN ool A ArpSFociiits s i Bode
i As the accumulation of ftock mufty in the na-
ture of things, be preyious to the divifion. of lus
bour, fo labour can be mare and more fubdivid-
«d in proportion oply as ftock is previoufly more
and more accumulaged., The. quantity of ma-

§

erials, which the fame, pumber. of people can
york up, increafes ina.great proportion as. la-
bour comes to be morg and more fubdiyided ; and
A the operacions of each workman are gradually
reduced to a greater degree. of fimplicity, @ vas
;ri_c_gzuf new tachines come to be invented for
facilitating and sbridging thofe operations. - As
the divifion of labour adyances, therefores in
order to _%h—: Conftant employment to an equal
nunber of workmen, an. equal ftock of provi-

flons, and a greater fock of materials and tools
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i whatiwould have beeh necéffary n aviidier Tl
ftate ‘of ‘things, muft’ beé' accumulared before- ©
hand: " Bue the 'number of workwien 'in every
branch of bufinels generally increafes with ' the
divifien of labdur in that branch, ‘ot rather it 1
the -'tntirc‘aﬁi'of_' their nuniber which enables them
to clafs and fubdivide themfelves in this mantier.
A the accumuldtion of ftoék is previoufly
necefliry for’ carrying 6n this great improve-
whent i the produétive powers of Tabour, o that
aecumulition natorally leads to ihis improve-
iwient. ‘The peérfon Who ‘erploys his ftock in
maitaining Tabstr, necefirily withes to employ
it in fuch & nanner ‘a5 to produce s great &
quantiey of work as pofiible, ‘He endeavours,
cherefore, both to malke atmong his workmen the
moft proper diftribution of employment, and to
futnifh ‘them With ‘the ‘beft ‘machines which he
can’ either invent ‘or ‘afford” o purchafe, Hiy
abilities'in ‘both thefe refpefls are generally in
proportion to the extent of his ftock, or to the
atumber of ‘people whom it can employ. The
quantity of induftry, therefore, not only increafes
in every country with the increafe of the ftock
which employs it, but, in'confequence of thac
incréafe, the fame quantity of induftry produces
a much greater quantityof work.
\Suen dre in general the effeds of the increafe
of ftock upon induftry and its produltive powers,
CIN Cthe following book 1 have endeavoured
toRexpluin the nature of ftock, the effects of its
accimulation into capitals of different kinds,
and the effeéts of the different employments of
o thofe
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BOOX thofe capirals. | This: book is divided into five

‘s chapters. In the firk chapter, I have endea-
voured to fhow what, are the different parts or
branches into which the ftock, either of an . in-
dividual, or of a great foc;cty, naturally divides
itfelf. TIn thefecond, ] have endeavoured to ex-
plain thc nature and operation of money con-
fidered a5 a particular branch of the general
ftock of the fociety. The ftock which is accu-
amujated into a capital, ‘may either be employed
by the perfon to whom it belongs, or it may be
lent to fome other, pcrfon In the third and
fourth chaptcrs, 1 have cndcavoure_d to examine
the manner in which it operates in bath thefe
fituations, The fifth and laft chapter treats of
the different effe@s which che different employ-
ments of capital immediately produce upon the
quantity both of national induftry, and of the
annual produce of land and labour,

- 30 23§ 407 S8 s

 ACTH AP, R
{ Of the Dwtﬁou of Sm}_.,-
W HEN the ftock which a man poffefes is

no more_than fufficient to maintain him

for a few days or A few weeks, he feldom thinks
of deriving any revenue from it He confumes
it as fpmngly as he can, and endeavours by &is
labour to acquire fomething which may fupply
1ts placc bcfon 1t be confumcd altogcther His
revenug
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‘revenue is, m ‘this cafe, ‘derived from his labour € ¥ A V.
pnly. This is the ftate of the greater part of thh: i ionid
Tabouring poor in all countries,

Bur when he poﬁ‘eﬂ'es ftock fufficient to main-

‘tain him for rnOnths or yt;ars, he naturally cndca-
“vours to deérive a revenue from the greater patt
of it; refcrmng on]jr fo much for his immediate
‘confumption: as may maintain him ' till this re-
venue begins to come in. His whole ftock,
therefore; id d:{tmgmi‘hcd into two parts. Thac
part -*wh’}ch, he expeéts, is to afford him this re-
-venue, is called his capital.  The other is that
—whléh fupplles his 1mmcdlatc confumptxon ; and
‘which confifts either, firlt, in that portion of his
:who!e ﬂ.‘a‘éld which was ongmally refcrve& for
this purpofc; or, ﬁ,condly, in his revenue, from
whatever fource derived, as it gradually comes
in; or, thirdly, in fuch things as had been pur-
chafed by either of thefe 'in formet years, and
which are not yet eptirely confumed ; fuch as a
ftock of cloaths, Houfehiold furniture, “and ‘the
Jike. In one, or other, or all of thefe three
articles, confifts‘the flock which men commonly
referve for their own immediate confumption.

Tuers are two différent ways in which a capi-
tal may be employed fo as_to yield a reyenue or
proﬁt to its employet. 7

First, it may be cmploycd in raifing. manu—,
f.x uring, or purchaﬁng goods, and felling them
again’ with a profit. The capital employed in
this manner y:clds ng revenue or profit to its

employer, while it either remains in his pofeffion,
@r continues in the fame !hape The goods of the
muchant




bkl comi RN T L A g iR SR B Batibatul it

THE NATURE AND CAUSES oOp

B 0 0K merchant yield him ro revenue or profic rill he
s fh18 them for, money, and the money yields him
b as litdle mll it is again eiuhahged for goods His
capu:al is_continually gomg from him in one
thape, and returning to him in another, and it is
only by means of fueh circulation, or fucceffive
cxchangcs, that it can yield him' any profit.
Such_capitals, therefore, may very propariy be

called circulating capitals.

Sacounw, it may ‘be employed in the imn-
provement: of landy in the purchafe of ufeful
machines and. inftruments of trade, or in fuch-
like things as yield a revenue or profic without
changing maiters, or icirculating any further.
Such, capitals; thercfore, may very propcrly be
called fixed capitals.

DirrsrENT 0CCupations require very different
propostions. between: the fixed and cxrcula.tmg
capitals employed in them.

Tus capital of a merchant, for example, is al-
together a Circulating capital. - He has oceafion
for no machines or inftruments of trade, unlefs
his fhop, or warechoufe, be corfidered as fuch.

Soms, parc of the capital of every mafter arti-
ficer: or manufadturer muft be fixed in the inftru-
ments of his trade, . This part, huwever, is very
{fmall in fome, and very great in others, A
mafter. taylor requires no other inftruments of
trade but, a parcel, of needles. - Thofe of the
mafter ﬂaocmakcr are a little, thouwh but a vcry
litdle, more expen(ive.  Thole of the weaver rife
a good deal abave thofe of the fhocmaker.  'The
far greater part of the cap:t.zl of all fuch maltep

astificers,
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artificers; however, . is \cirovlared,  either in"the © "lh L
wages of thejr workmen, o in the price of thelr! Lo’

materials, and. Jcpaﬁd ‘thh‘s a pmﬁt by t’he prﬁ:c
of the wopky i iredds

Iy other wm'ks a much greater fixed capital 1 is

réquired, | In a great ironiwork, for examplé '

the furnace for melting the ore, the forge, the

fliet-mill, -are inftruments of trade which cannot
be eretted without a very'great expence.  ‘1n
coal-works and mines of every kind, 'thé machi-
nery. neceflary both for drawing ' out the wmi

and for other purpofes, is f:cqilcmly ftrl} morc- )

expenfive.

Taar pa;rt of r.hc capml of me farme&‘ which
is employed in. the inftrumenes of agricultaré is
a fixed; that which is employed ‘in’ the' wag cﬂ "

and maintenance of his:labouring fervants; 'j

circulating capitali, . He makes a profic of the :

one by keeping it in his own pofiéfiion, and of
the other by parting with it. - 'The price or vilie
of his labouring cattle isa fixed capital in 'the

fame manner as that of the inftruments of huf=
bandry ’I‘heu' maintenance is a circulating eas

pltal in the f:u;nc manner as that of the labour-

ing fervants, The farmer makes his: profic by

keeping  the; Iabounng catde, and by partitig

with their maintenance. . Both the !price’ and
the maintenance of the catde. which are bbugﬁt"

inand fattened, not for labour, but for {ile] are

a circulating capital. - The farmer makes Ms-’-
profit by parting with. them. . A flock of fheep
or a herd of cattle;chat, 'in g breeding cotntry,’
is bought in, neither for labour, nor for fale,

but

- s,
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B0 OX but in erder 10 make a profit by their. wool, by
e their milk,and by theirincreates is-a'fixed capital.
The profit is made by keeping them., Their main-
tenance is a circulating capital, The proficis made
by parting with it; and it comes back with both
its own profit, and the profitupon the whole price
of the cattle, in the price of the wool, the milk;
and, the increafe, T he whole value of the feed
too is properly a fixed capital. . Though it goes
backwards and forwards between, the ground and
the granary, it never changes mafters, and there~
fore_does not properly circulate. The farmer
makes his profic, not by its fale, but byits increafe.
Tnx geoeral ftock of any country.or-fociety is
the fame with that of all its inhabitants or mein-
bers, and therefore naturally divides itfelf into
the fame three portions, each of which; has a dif-

tinét funétion or office. . W
Tue Firt, is that portion which is referved
for immediate. confumption, and. of which the
chara&eriftick s, that it affords, no revenue or
profit.: It confifts in the ftock ‘of food, cloaths,
houfehold furniture, dc. which have been pur-
chafed by their proper confumers, but which are
not yet entirely confumed.  The whele ftock of
mere dwelling-houfes too fubfifting at any one
time in the country, make a part of this ficlt por~
tion, , The ftock. that is laid outiin & houfe, if
it is to be the dwelling-houfe of the. proprietor,
ceafes from that moment to fervein the funétion of
a capitaly or to afford any revenue to dits owner.
A dwelling-houfe;. as fuch, contributes nothing
to the revenue of its inhabitant; and though it
: is,
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is, no doubt, exn*emcly ufeful'to him; it 15 ag'his CHA®

cloaths and houfehold furnituie are uleful ro Him, Aoyt
whichy however; make a part of his expence; and
fiot of his revenue.  Tfit is'to be lett 16 a'tenant
for rent,: as the houfe itfelf can produce nothing,
the tenant mult always pay the rent out 6f fome
other revenue which he dérives either from la-
bour; ‘or ftock, or land.| Though a ‘hdufe,
therefore, may y:eld a revenve to 1ts proprietor,
and thereby ferve in the funétion of & capital to
him, it cannot yield any to the publick; nor
ferve in the funéion of a capital 'to it, and the
revenue ‘of the ‘whole body' of the people’ can
never be in the fmalleft degree increafed by it.
Cloaths;, and: houfehold ‘furpiture, in the fime
manner, fometimes yield & revenue, and thereby
ferve in'the funfion of “a capital ‘to particular
perfons. In countries where mafquerades ‘are
common; - it 'is a trade to let out malquerade
drefles for a night.  Upholfterers frequently letc
furniture by the month or by the year. . Under-
takers lett the furniture of funerals by the day
and by the week. Many people lett furnithed
‘houfes; and get a rent, not only for the ufe of
- the houfe; but for that of the furniture.  The
revenue, however, which is derived from fuch
things, muft always be ultimately drawn from
fome other fource of revenue.  Of all parts of
the ftock; either of an individual, or of a fociety,
referved for  immediate  confumption, what “is
laid out in houfes is moft Jowly confumed. A
ftock of cloaths may laft feveral years: a ftock
of furniture half a century or @ century: but 4
' 4 ftock
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care of, may laft ‘any cefituries; 2 Phough the
period of mxsmwmmfmhm
wiore diftant, theyare fill as tWaﬁc _
ferved for immediate Wm; vas either
clonths or houfehold fuspituress iy <yl
W Second of the three portions into whmb
n!ﬁl fock of the:fociery divides itfelfy is
dw (capital§ of which the characteriftickeisy
thit kdﬁ’nrdl a révenve of ' profit without cireu~
nging mafters. It ‘confifly chiefly |
of thie four following articles = i b coiw
1“Riust, of all wfeful machines and infbranienes
of trade whick failitate snd abridge labour:
“Seconory, of all thofe profitable’ buildi
which are the means of pro‘chriﬁg a*i‘tv&huc,
dntly to their proprietor who Teces therm fora Fent;
bidt't5 the perfon' who poffeffes theén andpays tiat
rent for them ; fuch as fhiops, warehoufes, Jdﬂ't'ﬂ
H’aﬁﬂ farmhoufes; w‘ﬁh all their neceff: bitild-

ug "ﬂ'ablié's, granaries,” &c. Thefe * v%
diffettint from mere'dwelling houfes. ey
a fort of inftruments dFH’ade, m&#ﬁaybe oﬁi’
fidered in the fame Bghe: © =
T;pw of tfk"ﬁﬂpl%wménﬁ ‘of iﬁh&;“ﬁf
ﬁfs been n‘bﬁrhbly 14id out iff clearing,
dri 4 md ‘handring, “and re "’ﬁl
into the condition moft proper for tﬁﬁgﬁ r
cﬂl’uﬁ C“Ah impfoved farm ma}"h&y‘jamy%c
irdedd i the fdme light as" chofe’ wiefol -
chiries which facilitste and abridge labour;” and’
by rrieahs of whichy #h'equal ¢i Mﬁng*tn;ﬁﬁf
can aﬂ‘ord a much greater revenue to its em=
o 3 g “ployer.
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ploger. An improved farm is equally advan-
tageous ahd more durable then any of thofe ma-
chines, -frequently requiring no other repairs
than the molt profitable application of the
farmer's capital employed in eultivating it:
" FourTHLY, of the acquired and ufeful abilities
of il the inhabitants or members of the fociety.
The acquifition of fuch talents, by the main-
tenance of the ‘acquirer during his education,
ftudy, or apprenticefhip, always cofts a real ex-
pence, ‘which is a capital fixed and realized, as
it were, in his perfon. -~ Thofe ralents, as they
tmake a part of his forcune, fo do they likewjfe of
that of the fociety to which he belongs, The
improved dexterity of a workman may b¢ con-
fidered in the fame light as a machine or inftru-
ment of ‘trade which facilitates and abridges
Vabour, and which, though it cofts a certain ex~
pence, repays that expence with a profit. _
“Tus third and laft of the, threc portions into
which the general ftock of the fociety naturally
divides itfelf, is the circulating capital; of which
the charafteriftick is, that it affords a revenue
only by circulating or changing mafters. Icis
" compofed likewife of four parts: - T
Fraér, “of the money by means of which all
the other three are circulated and diltributed to
their proper confumers : , :
" Swconpry, of the ftock of provifions which are
in the poffeffion of the butcher, the grazier, the
farmer, the corn-merchant, the brewer, &c. and
from the fale of which they expe@ to derive a
profit: ' e
“You. T, Ee THIRDLY,
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BOOX TumpLy,of the materials, whether altogether
L rude, or more or lefs manufaitured, of cloaths,
furniture, and building, which are not yec made
up into any of thofe three fhapca, but which
remain in the hands of the growers, the manu-
faéturers, the mercers and drapers, the timber-
merchapts, the carpenters and j Jmncrs, the brick-
‘makers, &c. ;
« Fourtnry, and laftly, of the work which is
made up and compleated, but which is &till in
the hands of the merchant or manufa&turer, and
not yet difpofed of or diftributed to the proper
confumers ; fuch as the finifhed work which we
freqdently find ready-made in the thops of the
fmith, the cabmct—makcr, the gpldfnnﬂl, the
jeweller, the china-merchant, &c. . The, cireu-
lating .capital confifts in this manner, of the
provifions, materials, and finithed work of all
Kinds that are in the hands of their refpetive
dealers, and of the money that is neceffary for
cu'culanng‘ and diftributing them to tl;q{c: who
are finally to ufe, or to confume them, %
Or thefe four parts three, prowﬁons, mate-
rials, and fnifhed work, are, ¢ither annually, or
in a longer or fhorter period, regularly with-
drawn from it, and placed either in the fixed ca-
pital or in the ftock referved for immediate con-
fumption.

Eysry fixed capital is both ongmally denved
from, and requires to be continually fupported
by a circulating capital.  All ufeful machines
and inftruments of trade are originally derived
from a circulating capiral, which furnifhes the

_ ‘materials
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materials of which they are madey and the main- © A P,

tenance of the workmen who make themt They e -

require 100 @ capital of the fame kind to keep
thein in conftant repair. b1y .-

~ No fixed capital can yield any revenue but by
means of a circulating capital. - The mofb ufeful
machines and-inftruments of trade will produce
nothing without the circulating capital which af-
fords the materials they are employed upon, and
the maintenance of the workmen who employ
them, - Land, however improved, will yield no
revenue. withour a circulating. capital, which
maintains the labourers who cultivate and colle®
its produces (P : B 4

To maintain and augment the fock which

may be referved for immediate con fumnption; is
the fule end and purpofe both of the fixed and
circulating® capitals, It is chis ftock ‘which
feeds;  cloaths, and lodges the people.. Their
riches or poverty depends upon the abundarit or
fpating fupplies which thofe two capitals can af-
ford to the ftock referved for immediate con-
fumptions Hus | @l -' '

| So great @ parcof the cireulating capital
being continually withdrawn from ity in order t0
be placed:dn the other two branches of the ge-
neral ftock of: the fociety 5 it muft in its ‘turn
‘require continual fupplies, without which it
would foon ceafe to exift, Thefe fupplics are’
principally drawn from three, fources, the pro-
duce of land, of mines, and of ,ﬁﬂiqicsb- ‘Thefe
afford continual fupplies of provifions and ma-
serialey of: which part is afterwards wrought up
- pditadiia i Ry into



% into ﬂmihcd w‘ork and ?y whi q»gg replaced
\--y--l th Provifions, ‘ma 3 work con-
cinwally ‘with iR the mrm'im capital,
I'mdx nines too ris H'raw‘n W’hq.t ls ncccﬁ'a,r ;‘
widintaining and ' a gllnenung that part ,cﬁ‘
which [confifts in" money. 'For ‘ﬂ; 141 tha
ordinary ¢ourfe of bufinefs, tl'us part is nm;, Iike
the other three, irecl'ﬁ’arﬂy w:ﬂxdravm fmm 1ty in
order t9 be placed in the other two branches of
the ‘gencral ftock of the {ocmty, xtqu& hqw-

ever, hike ‘all odher things, t and worn
. our at Jaft; and fometimes 106 bﬁ“e‘ifhér lﬂﬁ: or
fent | abroad, ‘and mufty therefore, de"g-
tinualy though, s ilonbt? mueh ) i&‘m
puesv' e -

* LAND, fmines, &nd fifheries, rcqmrc all both s_
fixed and a c:rcuhtmg cnpltal to cultwate ‘thcmx
and“their produce replaces with a proﬁ:, not
only thofe capitals, ‘but all the ‘others in t‘hc
focieey. Thus chi¢ farmer annually rcp{aces o
the’ manufalturer ‘the proviﬁbns which he ‘had
confumed and ‘the ‘maretials which' he had.
wronght ‘up the yedr Before ;. 'and. the manu-
facturer replaces’ to thie farmet the finithed work.
witich he had 'wafted ‘and’ worn mtudmfuqe
sise. ik i the el exchahgc that is anmully
made between thofe twé! orders of pcop]e, thmgh
i feldom happens chat the rude educe of che
one and the manufaltired produce of the other,
are divectly bartered for one another ; bccauﬁ: n'.:
feldom happens that the farmer fells his. corn
and his cattle, his fax and his 'wool, to' the very
fame perfon of whom he chufes to purchafe the

cloaths,,
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{“fn%urq, and igﬁrumcntg 9{' :mjc ‘-‘Hﬁ* P,
v{hich” h\: wants, He fgl?\s* th;ch:c, his i rude e

produce for - maney, w;\gﬁ,whth he can purchafe;:
ﬁhcﬁéﬁgr it'is to be had, the manufaGtured, pro-
dvuce he has occafion ﬁqx ‘Land gven replaces,
in part, at- leaﬁ the capuala with whick fifherics,
and mines are cultwatr..d s ghe produce of
land which draws the fith frpm the waters ; and:
it is the produce of the farface of the carth
w!uch extradts the mmerals from its bowels, ..

I‘m: produce of land, sines, and fidherics,
w'hen their patural fertility is equal, is in pro=
pomon 1o the extent and proper upplication of
ﬂ:e capitals ernployed about them. When the

itals. are equal and equally well smwhed, m is
in prbpomon to their patural ferrilicy .

In all munmcs whcre there is: to!erab}.e (ccu-
rlty, t:vc;-y man of common underftanding will
mdeavour 0 employ whatever ftock he, can
nommanq in p{«:urmg either prefent enjoyment
or future proﬁ,t, If it is employed in procuring
prtfent enjoyment, it is a ftock referved for im-
mediate ¢ onf’umpnon, I it is employed in pro-
curing future profit, it muft procure this profic
cither | by ﬂzgy;ng with hun, or by going from
him. p1Li'l the one cafe itis g fixed, in the other
itisa cm:ulaxmg capital, A man muft be per-
fetly crazy. wim, where there is tolerable fecu-
rity, does not employ all the ‘ftock which he
con'imandg, whether it be his own or borrowed
of other people, in fome one or other of thofp
three ways, y
' Eej In
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In thofe unfortunate countries, indeed, where

u-.,--.f men are continually. afraid of the violence of

their fuperiors, they frequently ‘bury and con-.
ceal a great part of their ftock, in order to have
it always at hand to carry with' them to fome
place of fafety, in cafe of their being threatened
with any of thofe difafters to which they confider
them{elves as at all times expofed. This'is faid
to be‘a common praftice in Turkey; in Indoftan;
and, I believe, in moft other governments of
Afia, It feems to have been a common praétice
among: our anceftors during the violence of the:
feudal government. . Treafure-trove was: in thofe
times confidered as mo ;ontmp:xble part of the
revenue of the greateft fovereigns in Europe.’ Iy
confifted in fuch treafure as was found concealed
in the carth, and to which no particular perfon
could prove any right. This was regarded in thofe
times- as fo inportant an obje&, that it was al-
ways confidered as belonging to the {overeign,
and neither to the finder nor to the proprietor of
the land; unlefs. the; righe to it had been con=
veyed to the latter by an exprefs claufe in his
charter, It was put-upon the fame footing with
gold and filver mines, which, without a fpecial
claufe in the chastery, were never fuppofed to be.
qoml.mchcnded in the general grant. of the lands,
though mines, of lead, copper, tin, and coal
wereya thlngs of. ﬁna.llcr confcquencc. i | -

CHAP,
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Of ‘Mihcy confidered a5 a particular Bronch of the
o gemeral Stock of the Socieky; or of tbe Expence of

. maintaining the National Capital, =+ -

l’I“li'aa ‘been 'fhewni in the firft Book, that the
R priceof the greater part of commodities re-
folves itfelf into three parts, of which one pays
the wages of the labour; another the profits of-
thie ftock,” and a third che rent of the land which
had been employed in*preducing and bringing
them to wnarket: that ‘there arey indeed, fome
tommodities 'of which the price is made up of
two of thofe parts only, the wages of labour, and
the profits of ftock < and a very few in which it
confifts altogether in one, the wages of labour:
but that the price of every commodity neceffas
rily refolves itfelf inco fome one, or other, or all
of thefe three parts ; every part of it which goes

neither to rent nor to wages, being neceffarily

profit to fomebody.
""8rwee this is the cafe; it has been obferved,
with ‘regird ' to every particular commodity,
waken fepdrately ; it muflt be fo with regard to
all"the commaodities' which compofe the whole
annual produce of the Jand and labour of every
country, taken complexly. The whole price or
exchangeable value of that annual produce, muft
refolve itfelf into ‘the:fame three parts, and be
parcelled out among the different inhabitants of
- Eec 4 the

G,
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.9 0% theoountry, eichér os the wages of their labous;
‘--ar—‘f the proﬁts of their ftock, or . lbﬂmcntuﬂf theis
MJ 2 geinimaksat 49 pogeges slodw gal
: ﬁamw,ﬁc whole valuve of the gnmud
celof the land and jabour of cvery countey
g, thig divided-among and confticutes a reveaue
o itg) different inhabitants, yev ag in the rexs of a
privato eftate weo diftinguifh berween the grofs
sentcand theimeat rény, foomay we likewife, in
the rcvcmar. oﬁ ail the inhabirants of a- ‘grea
Wuﬂﬂ'ﬂﬂ "‘-"--safiu, 3_ i y 44 {"J n.."-“' ‘1 I !
uuTwmm ms& & private reftare. mmipm
Trends whatever is puid. by the' farnier ; the neat
macgwhat?mmm&u 0 the landlord, after de-
&ing-the expence.of managementy of repairs,
!hd.atl «other neceffary chargess or whaty withs
ot hitrting his eftate; he can afford to placeip
hys ftock refceved for imunediate mnfumpnon,
to fpend:mpon.: dbisigable, equipage, | theornas
mengs of his houfe and furniture, his puwdcn-
joyments and, amufements,. Flis, rqal wealch s
in, proportiony ;nat d his, grofs, but e his neac
ACN8e g ol A Yo R g TR L w3
o K#e grofs ‘l'evcnud of! all the inhabitants.ofwa
grm;icmg; comprehends; the whole annwal
produce of their land and labour :: theneat bovig
niie, what remains free 'to them after deducting
the expence sof malntaining ; firfk, shein fixedy
andy feeondly; their Sirculating capitaljoor whas,
withowt enecroaching upon:their cupital; they can
place-ip their fock’ referved for itmediace- cob>
dumption, or fpend upon their fubfiftence, con=
Neniencies,: md mm‘emem. Tlncu real wealth
bagth & 00 s ' teq

o108
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to0- is {in-proportiony; nob to thew: gmﬁ,that"rb REAH

d;girneatmcnur o o0t W43 o aaetq 8] .__.,.._,
Taz whole expmce of maintaining tth
i:apm], smutt evidently.be excluded from'ithe
neap revenve of  the faciety: “Neéither the mare-
rials ncc;ﬁ'm: for. fupperpng thelr' ufeful ma-
¢hines andinftruments: of trade; their profirable
b;uldmgs,,&c; nor the produce: of tthabqurrm»
ceffary - for fathioning thefe matmﬁs ingo. the
ympcnjurm, can ever make any pareof it The
price of that labour may indeed make a part ofiit;
as the workmen fo employed may place the whole
-:rg}ng of their wages in their, ftock referved for
iate,: qonfumptmn. But in other forts of
u:hba;ah -the price: and the produce .go to

this. 1&9@;, the price to that 6f the worknien, the

produee 1o that.of other people, whofe fubfifts
ence, conveniencies, and amulements; dre‘aug.
mented by, the labour of thofe workmen, gl o
-+ Tz intention of the fixed capital is 1o’ ink
ereafe  thd: produdtive powers of laboury 6r'to
enable the fame number of labourers to'perform
& much greater quantity of work. In a fik
thom all the neceflary buildings, fences, drains,
communications, 8¢, -areincthe moft - perfedt
gpod ordery : the fame ‘number of labourerd and
isbouring cattle:will raife a much greater pro-
duce, than inione of equal extent and iequally
good ground; but not furnifhed with equal con-
weniencics. o In manufadtures the fame namber
of hands; aflifted with the beft machinery;owill
-work np-a much greater quantity of goods than
with more imptrfect inftruments of trade.  The
expence which is properly laid out upen 2 fixed
capital
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B10,0.8 capital of any kind, is always répaid ;4w-ithf“gﬁ§i'
i : o : L Qi o

\emymel  profit, and increafes ;hc g,nnf.ml- .pmdnﬁé.li!.l
mieh gresper valve thus that of he fippor

which' fuch iniproverfients ‘require, "This fuip-

port, however, ftill requires’ a certain portion of
that prodice. A certain quantity of mﬁt"crwé,:‘
and the labour of 2 Certain’ Rumber of worknje
both “of which might have been irmedirely
émployed to 'aﬁggaeﬁt the food, cloathing and
lodging, the fubfiftence and conveniencies of the
ftiey, are thus diveed to andthe cinploy-
ment, highly advantageous iﬁd&tﬁfﬂl’iﬁ‘t‘{ﬁlg‘ii;ﬁ
ferent from dhis one.” It i5 pon this sccount
that ‘all fuch improvements in mechanicks, as
enable the fame number of workmen to perform
an ' equal quantity of work, with' cheaper and’
fimpler machinery than had béen ufual ‘before,
are ‘always” regarded ‘us ‘advantageous to' every'
fociety. A eertain quantity’ of materials; and
she' labour of o certain number’ of workmen,

+ which had before' been employed: in fupporting
a more .somplex and expenfive machinery, can
afrerwards be applied to augment the quantity
of ‘work which that or any other machinery is
ufeful only for performing. ' The undertaker of
fome greav manula&ory who employs a thoufands
a-year in'the maintenance of his machinery, if he:
canreduce thisexpence to five hundred; will na<
sarally employ “the' other five hundred in pus<
chafing an additional quantity of marerials to be
wrovght up by ah “additional’ number of werk-:
men. * The quantity of that work; therefore,
which his machinery was ufeful only for per--
forming, will nacurally be: augmensed, and with

. it
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ﬁiﬂi’ thé aﬂ#ahtagc“laﬁ‘ﬂr corwéh?ancj' wlud1 thb ¢ “ 4 n
e sl

tety’t:n detive. frorh that work o

& Tﬂx ep:pcnce of mammmng the ﬁxtd capu:al
in/a great country, may qery,pgoperlg bp coms=,
pared to thgt of repairs in a private eftate. + The,
W of, repairs ;may frequently be necel-
fary for fup_ppmng; the produce of the eftate, and,

qonfcq‘uantly' both the grofs and the neat rent of
the landlord. When by a more proper: dzrc&;qn,
hoqur, it can be dum.mihed w;gl;gu; occ;l‘igq..
ing, any diminution. of produce, the, grofs rent,
emains. ar leaft the fame as Eefore,; .u;d thc ncat
r;nt 1s,ncceﬂ'qnly augmented

Bur. though the whole. expenee of‘ muamnqng
the . fixed - capital is thus *neqemuly excluded
from the neat revenue of the focmty, it is not the
fame cafe with tha of maintaining the circulat-
ing capital. Of the four parts of which: this
lattar capital is- compofed, money, provifions:
materials, and finithed work, the three laff, ic
has. already |been obferved, arc regularly with-
drawn from it; and: placed either in the fixed:
capital of the fociety, or in their {tock referved.
for immediate confumption. . Whatever, portion
of thofe  confumable goods. is. not employed in
maintgining the former; goes. all to. the. lateer, |
and  makes a part of the neat revenue of the fo..
ciety. . The maintenance of thofc three parts of
the circulating capital,. therefore, withdraws no.
portion of the annual produce from the neat re-
venue of the fociety, befides what is ncc::{[zry
for msmca}mag the fixed capital,

Tru
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h‘lﬁq % Tue circulating capital|of 4 fociery is.in thig
rcli;c&, different | from | that of an > individual,
~ Thar of an individual is - wtali;r excluded from
making any partiof his neatrevenue; which muft
confik alcogether in his profits. Bur thovgh the
circulating, capital of every individual' makes:a
part:of tha of thefocicty to which he belongs;
it is nor upon that account totally excluded fromy
making -a part Jikewift' of their pear revenug
Thougl: the whole goods in amerchant’s fhop
muft. by no means: be:placed in his own ftock:
referyed. for immediate confumption; they may*
in that of ether people, who, fromia revenué dels
 other funds, may regularly replace
.'r.,.vanlue to. him,. together -with, its, profits,»
wighout, qccaﬁpmg any, dimiputign either of his
capital, op:of sheirads 1o vo wtoay aib o vadtin Jing
Mo s¥, therefore,: is theonly pare of the eirs”
culating ‘capital of a-fociety, of whith thewmains:
renance: can nccaﬂorhmy ‘dirmm’rt:éh 'in ehteirt
mm“" TRV 1; e -.'.'1 228 B !v\;
Ty fixed eapital, and’ that part of the'citer:
lating capiral which confifts in money, fo faras’
they affect the revenue of the Btiél‘y bearlﬁl’f
greatirefemblance to'one ardother. -
Frase, # thofe' machines and ?n'ﬁ’hﬁﬁents éf'
trade; . require a certain’ efpﬁhct' ﬁi‘ﬁ'iﬁ"@r@i’é

thetiy and afterwards 10" fup bdth
whichExpencés, thotigh they mak,é’“ h ”"f‘ X
gioft, “are’ dedutions {vom ﬁw Ve of

the fociety 3 fo the ftock of money wh:ch cxrcﬁ- by
lates’iii any* cmmﬂy‘mun require ‘a certain ex-
pcm'.‘c, firft to colle€t it, and aftedwvards to fop-

POI'C
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port jt, boshwhich expences; though they inake o H re
ajparg.of the -grofs, are; in'the fame’ mifiner; deo w
duionsHfont the medt révehue of thie ociety.
A certain -quantity of wvery valuable materials;
gold and filver, andiof very curious labour, int
ftead of augwienting ' the ftock referved (or imx
mediate iconfunptiony the fubfiftence, conveni
mﬁs, and amulements of ‘individuils; & emd
ployed: in « fupporting thawgrbat ‘but expentive
inftrument ‘of commerce; by 'means of which
every individual in the fociety has his fubfift-
erice, conveniencics, and amufements; regﬂiar!?-
diftribtited to him in their praper proportions.’
‘wBr¢onpLy, ‘as the machines and inftrunents
of trade, &c! 'which compofé the fixed' capiral
eithier of an individual or of 4 fociety, 'make no
part cither of the grofs or of the rear revente of
cither; fo money, by means of which the wiisle
revenue of the fociety is regularly diftribured.-
among all its different mcmbarx, makes itfel o
part of thar revenve. 'The great wheel of circes:
lation, is (altegether different from the geods
which. are circulated by means of it. The ye-
venug of the focmty confifts altogether i ghofe:
goodn, and not in the wheel which ciroulates
In computing cither the grofs or.de
ncg.t menug of any. fociety, we muft alwagsy
from their whnlc annval circulation of money:
andlaoo‘cls, dgdv& the whole, yalye of the, money,
of which nor a fingle I&nhmg camgmsmakc .q,,;_.
pirt of ﬁ&bﬂ'
Ir is the nmbxguxty of hnguagc onIx w.hlch :
can make this propofition appear u:hcr doubtful.
or
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% 9.9 & or paradoxical. When properly. explained jand
m undcrltonq, it is alonofk felfrevidenty.. 00
o Waen we talk of any -partioular s afimer
BeYs We- fometimgs mean nothing but tie metal
picces of which it is compofed 5 and fometimes
we: include, in our. meaning fome obfcure refers
eace to the gpodg which can be had in exchange
for. i ity,or to the power of purchafing which the
m}’&l‘ﬁon of it conveys.. Thus when we fayy that
cuculaqng moncy of England has been coms«
putnd at eighteen millions;, we mean only 0 €x+
prc(‘s the amount of the metal pisces, which fome
writers have computed,, or. rather have {uppofed
to c;,;culate in that country. But when we fay
at 2 man: 13 worth, fifty or.a, hundrn;d poundﬁ
-y’car, we mean c,ommon]y to. exprefs not only.

the, amount .of the metal pieces which, ate, aps
nually paid. to hm;, but the value of the goods
which he can annu.tlly purchafe or confamc We
mean commonly to afcertain what is or ought to
be his way of living, or the quantity, and. quality
of the neceflaries a.nd conveniencies, of ilife. m

: whu.h hie can with propriery indulge | hu‘nfclf

Wm:n. by any particular fum of moneys: wz
mean not only. to, exprels the amount. of the
megal pieces of which jt is.compofed, but to in«
clude in its fignification fome: obfcure, reference
to the goods which canj be had in; exchange for
them, the wealth or revenue which it in this cafe,
caotes, is-equal only to one of the two valuea
which are thus intimated fomewhat ambiguoufly;
by the fame word, and to. the latter morg pro-
perly, than to the, fosmer, 10, the, money’s. worthx

mg@ie properly than to the money,
. Trus
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; wﬁ‘nm»ﬁﬂn gﬁineir befﬁé*mek!y ‘penficnofa © AP
iparticular. perfon, He' can’in the ‘courfe of “the o

iweek purchafe with:it'a certain quantity of fub-
ii&ngﬂga‘*tanﬁmicnci@i,%md Camulements! © Ta
jproportion asthis quantity is great or finall, "o
are his real m:hes, his real weekly revenve. ' His
weekly: revenue, is: certainly ‘ot equal both to
the .guinea, and to what can be purchafed with
it, but only to one or other of thofe two ‘equal

-values; and to the latter more properly than ‘to.

the former, to thc gumct's wm'th rathcr than”io
the guinea, . - i
wodr the penfion- \oFy bkl pcrfon was paid to
Aimy not in gold, but in a weekly bill for a
guinea, his revenue furely would not fo properly
confift in the piece of paper, as in what he couid
gee for it | Alguinex may be confidered as a bilf

for a certain quantity of neceffaries and conve-

Aiencies upon .all the tradefmen in" the neight
bourhood Therevenue of the perfon to whom
it is paid,’ does ‘not.fo properly confift in the
piece of gold; as inwhat he can gee for it, orin
‘what he can exchange:it for. |-Xf it could be ex-
changed for nothing, it would, like a bill upon a
baakrupt, be of no more valie than thc moil'
ufelefs pigeeof paper, \

‘Tuovew the weekly, or ycaﬂy reverue of all
thie different’ inhabitants bf any’ country,’ in the
fame manner; may be; and in reality frequently
is paid to them in money, their real riches, how:
ever; the real weekly or yearly revenue of all of
. them taken together; muft always be grear or
fm&ll in propomon to- thc quantity of ‘con-
. : fumableé
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u-r-.u chafe wiwhtmm The whole revenue of

all of them taken together is evidently not eqm]
0 both the W:ﬂdr the confumable goods
bup only to mnaﬁwd&d‘:mvﬂumma
%6 ‘the lattermore properly than €0 the former.
- Tnoven we frequently, therefore, exprefs ‘a
_ perfon’ts revenne by the metal pieces which are
annually paid'to’ him, ‘it is bécatfe ‘the umoum
vof thofe picces regulates the extent of his pow
of purchafing, or ithe valve of the goods which
he can annually ‘afford ‘to confume. We fill
confider his revenue a3 confifting in’ this power
of purchafing or mnfuuuug. hd noc inthe
pieces which cortveyic: < - o
Bur if this is ﬁ.lﬂ'u:lently twdenr. even ‘with
regard to an individual, it is fill more fo'with
regaid to a fociety, The amount of the metal
pieces which are annually paid o an individual, _
is often precifely equal to his' révenue, and 'is
upon that account ‘the fhorteft and beft expref-
fion of its value. “But the amount of the metal
pieces which circuiate in a fociety, can never be
cqual ta the revenve'of all its mémbers.  As the
fame guinea which pays the weekly petifion of
one man m-day,"ihzy pay that ‘of ‘afother to-
morrow, and that'of a third the day thercafier,
the amount of the metal pieces' which annually
circulate in any' country; ‘mufk “always be of
much lefs value than the whole money penfions
annvally paid wich them. But the:power of
purchafing, or the goods which can fucceffively
be boughz with the whole of thofe money pen«
fions as they arel fucceflively paid, muft always
i { be
|

\l
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fions 3-as. mulk likewife be.the, revenue of the »-w—-

different perfons to whom they are paid:. Tha
revenue; therefore, cannot.conlft in thofe mewal
pieces,, of which. the amaunt.is {0 much inferior
to waluc, but. m,tha power of purchafing, in
the goods which can fuccelively be bought with
them.as they circulare from hand to hand. .
. Moxzy, therefore, the great wheel of circula-
uo;;, the great. mﬁ;rumcnt of commerce, Lhl.;.;: all
other infiruments of, trade;, though it makes a
part and a yery, 'qalugblq part. of the capital;
s no. part of the reyenue of the foc.'l(’.ty to
ch it belongp, and though the metal pieces
of which it is compof:d,,m the courfq of their
annual circulation, d{ﬂ:txbt::: to every man, the
revenue whi p,rcgpcrly belongs. to_hims they.
make themifelves no part of that reyenue,

i _{I‘Bmm\ ,and lattly, the machines and inftru-
qlcnu of trades &c. which compofe the fixed
capital, kpqrﬁ;l:ps, further refemblance to that
part of the circulating capxgul which confifts ip
money s that as every faving in, the expence of
cretting and fupporiing, thiofe. machines, which
does not diminifh, the proglu&lw powers of la-
bour, is an improyement of :bc neat. revenue of
the fociety ; fo every. faving in_ the expence. of
oqﬂc&mg and fupporting t.bat Pmmf the circus.
lating capical which confifts in mogey, is aq._:m-
provement of exa@ly the fame kind. .

Jeis fl;lﬁﬂﬂlﬂy %hnous, and it haa partly Y00
been explamed already, in what manner every
faving in the expence of fupporting the fixed

nIIOL- F £ capitab

S e
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B 0O K. capital"is an 1mn¥i&vemént of the ‘neat revenue

'u...-.,,-..a of the fociety.

e Whole capital of the vnder-
raker of every work is neceffurily  divided' be-
tween his fixed and his ' circulating capital.

While' his whole ‘ciipital remains the fame, ‘the
fimaller the one part, the greater muft neccﬂ'an}y
be the other. "Tristhe’ c':rculatirfg capital which
furnifhies the materials and wages of labour; ‘and
puts induftry into motion. ‘Every faving, there-
fore, in the expence of maintaining the fixed ca-
pital, which does not diminifh ‘the productive
powers of labour, muft increafe the: fund which
puts induftry into motion, and confequently the

“annual produce of land and: laboiirg the real ‘re-

venue of every fociety. "

Tar fubftication of paper in the room ofgold
and filver money, replaces a very expenfive in-
ftrument of commerce with one much lefs coftly,
and fometimes equally comv:mem" ‘ICirculation
comes to be carried on by a new wheel, whichiit
cofts lefs both to ereét and to maintain than the
old one. But in what manner chis operation is
performed, and in'what mannerit tends to in-
creafe either the grofs or the neat revenue of the

{fociety, is not altogether fo obvious, and may

therefore require fome further explication. i
Taerz are feveral differént fores ‘of  paper
moncey ; but the circulating notes'of banks and
bankers are the fpecies which is beft known; and

which feems beit addpted for this'pirpofe. ~ =«
“Waen the people of nﬂ*}d’pmtmla:l‘ country
have fuch confidence in the fortune; probity,
and prudence of a particular banker, as to be-
lieve
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Lieve that he.is always ready to pay upon. de- RRAR
mand. fuch of his promiffory notes as are likely Sripiniad
to be at any time prefented to him; thofe notes o
come to have the fame currency as gold and
filver money, from the confidence that {fuch mo-
ney can at/any time be had for them.

A parTicuLAR banker lends among his cuf-
tomers his own promiflory notes, to the extent, we
fhall fuppofe, of a hundred thoufand pounds.
As thofe notes ferve all the purpoles of money,
his debtors pay him the fame intereft as if he had
Jent them fo much money. . This intereft is the
fource of his.gain., Though fone of thofe notes
are continually coming back upon him for pay-
ment, part of them comtipue to circulate for
months and years together, Though he has ge-
nerally in. ciircplatibn,_ therefore, notes to the
extent of a hundred thoufand pounds, twenty
thoufand pounds in gold, and flver may, fre-
quently be a fufficient provifion for anfwering
occafional. demands. By this_operation, there-
fore, twenty, thoufand poupds in gold and filver
perform all the fun@tions which a hundred thou-
fand could otherwife have performed. The fame
exchanges may be made, the fame quantity of
confumable goods may be circulared and diftri-
buted to their proper. confumers, by means of his
promiflory notes, to the value of a hundred
thoufaad pounds, as by an equal value of gold
and filyer money. Fighty thoufand pounds of
gold and filver, therefore, can, in this manner,
be {pared from the circulation of the country;

and. if differenc operations of the fame kind
Ffa " fhould,
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B 0“0 K fhould, at the fame time, be carried on by many
s different banks and bankers, the whole circula-
tion may thus be conducted with 2 fifth part only
of the geld and filver which . woald mhcmﬂc _
have been requifice,’ | 1o
Ler us fuppofe,. for cxamp}c, tha: :hc whole
circulating money of fome particuler country
amounted, at a particular time, to one millioh
fterling, that fum  being - then Afufficient. for
circulating the whole annual produce of their
land and labour, - Liet us fuppofe too; that fome
time chereafter, . different bauks and bankers
iffued promiffory notes, payable to: the bearer,
to the extent of one million, réferving in their
different coffers two hundred ‘thowfand pounds
for aniwering occafional demands. There would
remain, therefore, /i circulation, . eight hun-
dred thoufund pounds in gold and:filver, and
a million of bank notes, or eighteen hundred
thoufand pounds of paper and money together.
But the annual producé of cthe 3and and labour
of the country had before required | only-one
million to circulate and diftribute it to its pro-
per confumers, ‘and that annual produce cannot
be immediately augmented by thofe -operations
of banking. One million, therefore, will be
fufficient to circulate it after them.  The goods
to be bought and fold being precifely the fame
as before, the fame quantity of money will be
fuficient for buying and felling them. . The
“channel of circulation, if I may be allowcd fuch
an expreifion, will remain precifely the fame as
before,  One million we have fuppofed fufficient
, to
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to fill that channel. Whatever, therefore, is © gAS
poured into it beyond this {fum; cannot run in it, q.._...,....g

but muft overflow. = One million eight hundred
thoufand pounds are poured into ir. Eight
hundred thoufand pounds, thereforc, muft over-
flow, thav fum being over and above what can
be employed in the circulation of the country.
But though this funr cannot be’ employed at
home, it is too Valuable to be allowcd to lie idle.
It will, therefore, be fent abroad, in arder to
feek that profitable employment which it cannat
find at home.  But the paper cannot go-abroad;
becaufe at 3 ditance from the banks which iffue
ity and from the country in which _payment of jt
can be exalted by law, it will not be rcccwud
in common payments, Gold and ﬁ,lvcr, thcrq.
fore, to the amount of eight hundrcd thoufand
pounds will be fent abroad, and the channel of
home cu-culmon will rcmam ﬁllcd with & mil-
dion of papery inftead of the million of thofe
metals which filled it before.

Bur though fo great a quantity of .gold.and

filver is thus fent abroad, we muft not umagine
‘that it is fent ‘abroad’ for nothing, or that its
- proprietors maake a prefent of it to foreign na-
~vions.. They will exchange it for foreign goods
of fome kiod or another, in order to fupply the
confumption either of fome other wmgn coun-
try; orof theiy own,
Ir they empley it in purchafing goods in onc
- foreign country in order o fuppl the: confump-
tion of another; .or in what is called the carryiug
trade, whatever profit they nake wiil be an ad-
Ff3 dition
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500K dition to the neat reveaue of their own country
ey It is Tike a new fund, created for cartying ori a

new trade ; domeftick bufinefs being now tranf-
atted by paper, and the pold and filver being
converted into a fund for this new trade.

Ir they employ itin purchaﬁng foreign goods
for home corfumptlon, thcy may cn;hcr, firft,
g urchafe fuch goods as are hkcly to be confumcd

y idle pcoplc who produce ﬂothmg, fuch as
fumgn wines, fomgn filks, &c.; or, fecondly,
they may purchafe an additional ‘ftock of mate-
rials, tools, and provifions, in order to maintain
and employ an additional number of induftrious
people, who re-produce, with a proﬁt, thc value
of their annual confumption. -

So far @s it 1s employed in the firft way, it
promotes prodigality, increafes expence and con-
fumption without increaling proouéhon, or efta-
blifhing any permanent fund for: fuppdmng that
expence, and is in every rcﬁ)e& hu;tful to the
fociety.

So far as it is employed in the {econd way, it
promotes incuflry; and though it increafes the
confumprion of the fociety, it provides'a perma-
nent fund for fupporting “that confumption, the
people who confume rt~praducmg, with a profit,
the whole value of their annual confumption.
The grofs revenue of the fociety, the annual
produce of their land and labour, is increafed by
the whole value which the labour of thofe work-
men adds to the materials upon which they are
employed ; and their neat revenue by what re-
mains of this value, after deducting what is ne-

3 ceflary
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ceffaty for fupporting the tools and inftrument
of their trade,. o doleaal ek -
| Tuar the greater part of the gold and filver
which, being forced abroad by thofe operations
of banking, is employed ;iq'-;pqrchaﬁng' foreign
goods for home confumption, js and muft be
employed in purchafing thofe of this fecond kind,
feems not only probable but almoft unavoidable,
Thongh fome particular men may Afometimas
increate their expence very confiderably though
their revenue dogs not increafe at all, we may be
affured that o clafs or order of men ever does
fo; becauie, though the pringiples of common
prudence d% not always govern the condpct of
every individual, they always influence thac of
the majority of every clafs of order. ~But the
reyenue of idle people, confidercd as a clafs or
order, cannot, in the fmalleft degree, be in-
creafed by thofe operations of banking. Their
expence in general, Ithcrc'!joré,f éannot be much
increafed by them, though ‘that of a few indi-
viduals, among them, may, and in reality fome-
times is. . The demand of idle people, therefore,
for foreign goods, being the fame, or very dcarly

the fame, as before, a very fmall part of the
money, which being forced abroad by thofe ope-
rations of -banking, is’ employed' in purchafing
foreign goods for home confumption, is likely
10 be employed in purchafing thofe for their vfe.
“The greater, part of it will nacurally be deftined
for the employment of induftry, and not for the
miintenance of idlenefs.” "

Fiy g Waex
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Waey we compute the quantity of induftry
which the circulating capital of any fociety can
cmploy, We ‘muft”always' ‘hive regard to thofe
ts “of it ‘only,” which “confit - in*provifions,
matcndls, and’ finifhed Work': 'the ‘other, which
confifts' in money, ‘and which ferves only to cir-
culate “thofe “three; "nuft’ always ‘be deduéted,
In erder to put induftry into motion, three
things are requifite; materials to work wpon,
tools ‘to work with, and the wages' or recom-
Rc’{nc’e‘ for the fake' of ‘which the work is done.
éy is neither a naterial to'work upon, nor

2 tool to work with'} and’ though the ‘wages of
the ‘workman ‘are commmonly ‘paid to him' in

maney, his real rcvctfue, ‘like that of all other
men, conﬁﬁs, not in the money, but in the
money’s worth; not in the ‘metal p:cpes, but in
what can be got for them.

Tne quantity of inddftry which any capital
can cmpioy, muft; mdemly, be"equal to the
number of workmen “whom it can ? upply with
materials, tools, and a mﬂmtenshct fuitable to
the nature of the work. "Motey may be requi-
fite for purchafing’ the midterials and taols of the
work, as well as” the maintenance ‘of the work-
men, But the quantity of indaftry which the
whole capital can employ, is certainly not equal
both to the mohéy which purchaf'e’s, ‘and to the

'm..tcnals, tdols, and fnaintenancé,’ which are

purchafed with it but only to ohe or- other of

~ thofe two values, and tq the latter more properly

than to the former,

WHEN
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W usN paper is fubftituted in the room of gold © ¥ A ¥
4nd filver money, the quantity of the materials, u--.—-.a

tools, and maintenance, which the whole circu-
lating capital can fupply, may be increafed by
the whole value of gold and filver witich ufed to
be employed in purchafing them. Tbe whole
value of the great wheel of circulation and dif-
tributiony, is added to the goods which are circu-
lated and diftributed by means-of it. The ope~
ration, in fome meafure, refembles that of the
~undertaker of ‘fome great wark, who, in confe-
‘quence of fome improyement in mechanicks,
~takes down his old machinery 2nd adds the dif-
_ference bet\yecn its price and that of the new to
his circulating capital, to the fund from which he

furnithes :r,mtemls and wages to his workmen,
WiaT 4s the proportion which the circulating
money of any country bears to the whole value of
the annual produce circulated by means of ir, it
is, perhaps, impoffible to determine, It has
been compu:.cd by dzﬁ'crcnt authors at a fifeh, at
a tenth, at a twentieth, and at a thirtieth part of
that value. . But how fmall {oever the proportion
,which the. cnrcqlatmg money may bear 1o the
whole value of the annual produce, as but a part,
and frequently but a fmall part, of that produce, is
ever deflined for the maintenance of induftry, ic
muft always bear a very confiderable: proportion
1o that part. . When, therefore, by the fubititu-
tion of paper, the gold and filver neceflary.for
circulation is reduced to, perhaps, a fifth part of
the former quantity, if the value of only the
greater part of the other four-fifths be added to
the
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B, °n° % the funds which are deftined, for the maintenance
e Of induftry, it muft make a very confiderable ad-
dition to the quantity of that induftry, and, con-
fequentlyy ta the value of thq annual gmd.qcc of
lahd and labour:, SRy O TS g
AN "0pcratloﬁ of this kmd has, - within xbefc
fivesand-vwenty ‘or thirty years, been ' performed
in ‘Scotland, by the eretion of new banking
cor‘npames in almoft every confiderable town; and
even in fome country villages. ' The effeits of it
have been precifely thofe above deferibed. The
bufinefs of the country is almoft entirely carried
ot by means'of the paper of thofe different bank-
ing companics, with which purchafes! and pay-
ments ‘of all kinds are' commonly made. ' Silver
very feldom' ‘appears except in- thei change of ‘a
twenty fhillings 'bank ‘note, and ' gold ftill fel-
domer. ' But thoughthe condu& of iall thote
different companies’has not been: unexception-
able, and has”accordingly required an aé of
parliamient to regulate it; ‘the countryy notwith-
ftanding, has evidently derived great benefit from
their trade. 1 have heard- it aflerted; that the
trade ‘of ' the city of 'Glafgow doubled in about
fifteen' years after che frft eretion 'of the banks
there'y and 'that the trade of Scotland has more
than quadrupled finee the ficlt ereélion of the
two publick banks at Edinburgh, of which the
one, ‘cailed The Bank:of Scotland, was efta-
blithed by aét'of parliament in 16945 the other,
called 'T'he ‘Royal Bank, by, royal charter in.
1727.  Whether the trade, cither of Scotland in
general, or of the city of Glafgow in particulsr,
has
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has ‘reaily ‘increafed in fo great a proportion,
during o 'fhort 4 periody B do not pretend to ‘=i
know. ' If cither of them' has increafed in this
proportiof, it feems o be an cfect 1o great to
be accounted for by the fole operation of this
caufe.” ' That che trade and induflry of Scotland,
however; have increafed very confiderably during
this period, ‘and that thebanks have coneributed
a good deal tothis. increafe; cannot be doubred.
Fre valué of the filver money which circu-
ldted in'Scotland before thé udion, in 1707; and
which, immediately after ‘it, was brought .into
the bank of Scotland in erder to bg re-coined,
amounted to 411,117 4 1080 94, frerling.  No
account has been got.of the gold coin; but it
_appears from the antient-accounts of the/mint of
Scotland, ‘that! the value of the. gold  apnually
* coined fomewhat exceeded thas of the filver®.
There were a good many people 100 upon this
océafion; who, from a diffidence of repayment,
did not bring their {ilver into the bank ot Scot-
land: and there wasy befides, fome Englith coin,
“whith was ot called iny ~“The whole, value of
“the gold ‘and filver; therefore, which circulated
nd before the union, cannot be eftimated
ar 1efy than 'a million fterling: « It feems to have
conftitated alméft the whole circulation of that
country s for though the circulation.of the bank
of Scotland, which had then no rival, was con-.
fiderable, it feems to-have made but a vergdinall
part ‘of the whole. In‘the prefent times ‘the

C H AR
I|.§

‘. .Se: Ruddiqaﬁ’s P:efa;:e to Anderfon’s Diplomata, &c.
Seoti, : .
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¥ whole circulation of Scotland cannot be eftimated
b at lefs than two millions, of which that parc
which confifts in gold and filver, moft probably,
does not amount to half a million. But though
the circulating goldand filver of Scotland have
fuffered fo great a diminution during this period,
its veal riches and profperity do not appear 1o
have {uffered any. Its agriculture, manufaGures,
and trade, onithe contrary, the annual produce
of its land aud labouﬁ, haye evidently been aug-
mented. '

s ah:eﬂy by dtﬁ:enntmg bills of cxchange,
thlt i3, by advancing money upon them before
they are due, that the greater part of banks and
bankers ifiue their promiflfory notes. They de-
duét always, upon whatever fum they advance,
the legal interc® till the bill fhall become due,
The payment of ithe bill, when it becomes duey
replaces to the bank the value of what had been
advanced, together with.a clear profit of the in-
tereft. - The banker who advances to'the mer-
chant whofe bill he difcounts, not gold and filver,
but his own promifiory notes, has the advantage
of being able to difcount o a greater amounk,
by the  whole  value: of - his promiffory - notés,

~which he finds by experience, are commonly in
circulation. He is thereby enabled to make his
clear gain of intereft.on fo much a larger fum.

Tae commerce of Scetland, which at prefent
is not very great, was (il more inconfiderable
when the two firft ‘banking companies were efta-
blithed ; and thofe companies would have had
but little trade, had they confined their bufinels

tQ
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to the difcounting of bills of exchange. They ¢ ¥ AP
invented, therefore, another rhethod of iffuing -..-.--o

their prondiffory notes; by granting, what' thiey
called; cafh accountsy that is by giving credit
to the extent of @ certain fum (two or three thou-
fand ‘pounds, for example), to any individual
who could procure two perfons of undoubred
credit and good landed eftate to become furery
for him, that whatever money fhould be ad-
vanced to him, within the fum for whith the
credit had been given, fhould be repaid upon
demand, together wich the legal intereft. Credits
of this kind are, 1 believe, commonly granted
by banks and bankers in all different paits of
the world. But the eafy terms upon whichi the
Scotch banking companies accept of re-payiient
. are, fo far as I know, peculiar to them, and have,
perhaps, been the principal cavfe; both: of the
great trade of thofe companiés, and of the benes
fit which the country has received from it o0
Waozver has a credit-of this kind with one
of thofe ¢ompanies; -and ‘borrows a thoufand
pounds upon it, for ‘example; may repay this
fum piece-meal, by twenty and thircy pounds ac
a time,  the company difcounting 'a proportion-
able partoof the interefbof>the grear fum' from
the day on which each of thofe! finall fums is
paid in, tilk the: whole be in"this mannes yepaid,
JAll merchants, therefore; and almoftall men of
bufinefs, find it conveniens to.keep fuch cafh
accounts with. them, and aré ‘thereby intercfted
to promote the trade of ithofe (companies, by
readily receiving their notes an -all -pdyments,
i and
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n 0.9 % and'by encouragmg all thofe with whom they
L....v....... have any influence to doithe fame. The banks,
when  their cuftomers apply to. th.cm for money,
generally advance it to them in their own pro-
miffory notes, Thefe the merchants pay away
to the manufaGurers  for . goods, the manu-
faturers to the farmers for materials and provi-
fions, the farmers to their landlords: for . rent,
the landlords repay them to the merchants for
the conveniencies and luxuries with which, they
fupply them, and the merchants again! return
them to the banks inorder to. balance, thclr
cafh accounts; or to replace what they may have
borrowed of them; and thus almeft the whole
money bufinefs of the country is tranfacted by
means of them. ' Hence, the gmu: trade of thofc
comp: anies. r {
By means.of thofe cath accounts evcry mer-
chant can, without  imprudence, ' carry- on.a
greater trade than he otherwile could do. If
there are two merchants, one in London, and
the other in Edinburgh, who employ equal ftocks
in the fame branch of trade; the Edinburgh
merchant can, without imprudence, carry ona
greater trade, and give employment to a greater
number of people than the London merchant.

The Liondon merchane muft always keep by him
a confiderable fum of money, either in: his own
coffers, or in thofe of his banker, who gives him
no intereft for it, invorder to anfwer the demands
continually coming upon him, for: payment of
the goods which he purchafes upon credit. . Let
the ordinary amount of this {um be fuppofed five
hundred
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hiindred pounds.: The value of the ;goads in &Myt

6L

?.

hig warehoufe muft - always be lefs by five hun- Sememsd

dred pounds than' it would have been, had he
not been obliged to keep fuch adum uoemploy-
ed. Lt us fuppofe that he generally difpofes of
his whole ftock upon: hand, or of goads. to the
value of his'whole ftock upon hand, ence.in;the
year. By being obliged to keep fo grear a fum
unemployed; he muft fell ina year five hundred
pounds worth lefs goods than he mighe otherwife
have dones, His annual profits: muft be lefs by
all that he could have made by the fale of five
hundred pounds worth 'more 'goods;. and the
number of people employed in preparing. his
goods for the market, muft be lefs by.all thofe
that five hundred pounds more ftock could have
employed.  The merchant in Edinburgh, on the
other hand, keeps no.money unemployed: for
‘anfwering {uch occalional demands.  When they
attually come upen him, he fatisfies them from
his cafh account with the bank, and gradually
replaces the fum borrowed with the mongy or
paper which comnes in from the occafional fales of
‘his goods. . With ;he.fame,;&ock. cherefore,. he
can, without imprudence, have at all times in
his warehoufe a larger quantity of goods than the
London merchant; and can thereby both make
a greater profic himfelf, .and give conftant ¢m-
ployment to.a greater, aumber of . indultrious
people who prepare  thofe goods for the marker.
* Hence the great benefit which the. councry has

derived from this trades s v o ¢ dw snee o
' v ' ' THE
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'I:umfaqi@ of gft:ganung bills, gf c:;changq

mqrclwlt&n convenicncy ;quwalm o, the ca.l}:..
acCouNts - of the. Scm;ch merchants. . But the
Scotch.merchants, it muft be: rezp,emb'-’le.d, can
dlfcoqm their bills of . zxchange as ealily as the
Englifh.merchants; and have, befides, the addis
tional convcmcncy of their cath accounts. . . .
"Tus-whole paper money of every kind which
can . eafily circulate.in any country never cam .
exceed the value of the gold and filvery of which..
it fupphes the placey or which (the commerce,
being fuppofed the fame) would circulate there, - -
if there was no paper money. If twenty fhilling .,
notes, for example, are the loweft paper money
current in Scotland, ' the whole of that currency. -
which can eafily circulate there cannot exceed
the fum of gold and filver, which would be ne~
ceflary for tranfadting the annval exchanges of
twenty fhillings value and upwards ufually tranfe
afted within-that couptry. - Should -the. circu-
lating paper at any time exceed that fum, as the.
excefs could neither be fent abroad. nor be ems
ployed in the circulation of the country, it muft
mmcdmtely,rctm upon the banks to be ex-
changed for gold and filver. Many people would
immediately perceive thac shey had more of this
paper than was neceffary for tranfadting their
bufinefs at home, and as they could not fend it
abroad, they would immediately demand pay-
ment of it from the banks. When this fupers
fluous paper was converted into gold and filver,
they could eafily find a ufe for it by fending it
abroad ;
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'"'amsmmymﬂdﬁm none’ while it res © AP
mained int the fhape of paper. There would ime e

médiately, therefore, be a run upon the banks to

thémrhu!e‘emﬂ: of this fuperfluous paper, and,

if they fhowed any difficulty or backwardnefs in
payment, to‘a much greater extent; the alarm,
which this would otcam, &tceﬁ'lﬂly increafing
th& run, - e

Ovir and above the expences which are com-

mon to every' branch of mﬁe;‘ fuch as the exa

pence  of huul‘e-rent; ‘wages of fervants,
clerks, accountants, 8c. ; the éxpences peculiar

to a bank confift chiefly in wwo articles: Ficft,

in the expence of keeping at all times in its cofs
fers, for unfwering the occafional demands of the
holders of its notes, a large fum of money, of
which it lofes the intereft s And, fecondly, in
the expence of replenifhing thofe coffers as faft
as they mcmptwd hy anfuemg fuch occalional
demands.

A BANKING cOMpany, whleh iffues more paper
than can be employed in the circulation of the
country; and of which the excefs is continually
retarning upon“lh:m ‘for payment, ought to ins
creafe the quantity of gold and filver, which they
keep at all ‘tities in their coffers; not only in
proportion te  this exceflive increafe of their cirs
culation, ' but  'in 'a “much . greater proportion ;
their notes returning: upon them much fafter

than in preportion to the excels of their quan-

tity. " Such a‘company, ‘thercfore, ought to in-
creafe the firll article of their expence, not only

You 1. Gg in
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a’p*c'rc‘ i propeftion ‘to' this' foreed ‘increafe of ' their
u bﬁﬁnéﬁ,m e mfch/greited proportion.: -

*Tﬁ«t"éoﬁ%rf‘d#*ﬁéﬁ ‘a dompany” too) though

"ty onght' 16'be’ filled ‘much filler, yeét mu

thermfelves ‘uch fafter than i AR -
#as“cd'nﬁﬁ?d within more reafonable bounds,
ﬁliﬂ uft rét‘j'ﬁiré ‘ot éhlya thore violent, but a
3 morc cOn&ant and uninterrupted ‘exértion of éx-
pcnfl‘: “in ordei' ‘to ?ﬁétﬁenlﬂ‘i “them.  The “oin
teo, whch s thﬂs contintally “drawn in fuch
]_' M‘ge qu'mmfcs. from  theif “éoffers; ' carnot "be
em ofnd i the' cTrtuland’z‘: of thi¢ Eﬂﬁﬂﬁf’"lc
plae” P(,f & paper which'Is ‘over and
'tﬁowe wb-;t %an, o”‘bd"?ﬂ‘m diretitas
tion, and is t'fltrefbre O‘W:‘f" and ‘above what can
" be employed in it too, ‘But'as that coin will
not be allowed to lie 1dle, it muft, in one fhape
or another, be fent abroad, in order to find that
~ profitable employrient ‘whijch ‘je”cdnnor find" as
home; and this conrinual exportation ‘of geld
and filver; by enhaneing the dificuley, muft ‘ne-
ceﬁ'ahly enhance il ﬁiﬂhtr ‘the expence of‘the
“bank; in finding'new pold 'afid filver in‘order to
~replenifh thofe coffess, which empty themfelves
fo very rapidly. "‘Such'a company; therefore,
* wufty-in ‘proportion o this foreed increafe of
 their bulinefs; increafe the fecond article of theis
 expence ftill more than chie firfty b e
- Tikr us fuppofe that 11 the paper of & parti-
* euilar bank, which the circulation ‘of'the country
* can eafily abforb and employ, amounts exaétly to
forry thoufand pounds; and that for anfwering
occafional

ey
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“occafional demands, this bank is obliged tokeep © 4, P-

ac all cimes in.its coffers ten, thoufand pounds in
gold, and. filyer, . *Sho‘uld this bank attempt to’
- girculate forgy- fﬂurgtwé pgunds, ahe_,_fpur
thoufand pounds which are over and a,l:‘o'(p what
the circulation can, ealily abforb and employ,
will weturn, upon it almoft as fafl as they arc
iffued, - For anfwering occafional dcmanda,
themﬁofc this bank oqght to eﬁp at all times
Cinits coffers, not ﬂl;ven q,m?&gd unds only,
hu; fourteen thoqf'and pounds. - ¥ ¢ will t]}

M

gain nothing by the intereft of the fapr thouﬁnd :

‘pounds exceffive circulation s and it will lofe the
whole expence  of contmuql]g ¢olle&mg four
. thoufand. pounds in_gold and filver, which will
. be continually going out of its col?“crsg as fh{!
;.lpgy are brought into thern, | "

. Hap ¢very partlcula; Bankmg compmy al-
ways underftood and actended to its own parti-
emar,xntcrcft the e:rculatmn never could have

been overftocked with paper money. But every

partmular banking, company. has not alwa.y.s un-
- derftood or, attended to its own. particular in-
- terelty and the girculation, has frequmtly becn
- overftocked with, PAPERMOBEY. | .,

By ifluing oo .great a quantity, of | papcr, of
- which the-excefs was  continpally returning,, in

order to be exchanged, for gold and filver, the .

bank of England was for many years rogether
obliged to.coin gold to the extent of between
elght hundred thoufand pounds and a million a
© yeary. or at an average, about eight huadred
. and fifty thoufand pounds. For this great coin-

’ Gga age
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THE WATURE AND cavseE Gp
age the Haxﬂ’l in cohf ?;lithce o?‘{'ﬁe éoﬁ“%&
W ‘coin

fallen a few ﬁfaﬁ)' ago) equ ol
pufchs?e gold b 'ax e b 'f o
phfmas an oun?ti #h:cﬁ’rr foon. ﬂ‘ er ﬂmﬁ’
m coin at 3}, 175, x %d “an ot hﬂng in
thls }nanner g&iwcqn o and a half’ h’nd :H#&
pcr cent, upon the cmna ¢ of fo very u
fum ’f'hou&h t'he ban ercfbre

feignorage, though the éow#émh né“fas
petly at the e;pencc nf the cpm age; this 1ib
lﬁi' of éovcrinﬁén btmnt‘ g
14 i a.-‘ i SO TNE A TS (DY )
§¢" éh nbis e %oni% u@ﬁc@*&f ar'xfeﬂ'-

cq!'s of the fam B‘Tl:ié’ were aﬁ z#&d’ﬁ”
“to colled

ploy conftantly agents at London
money for them, at an expence which wis felt

dom below one aitd a half 6r two per dénr. This
money s féne dowil By mé'wﬂgfgdh and int
fufed by the carfiers 4t mn’aéfdfti Kpence of
thiree’ | rs per cént. ot Bftéeh ny
the" Hﬁndred ﬁo‘lrhd "Thofe "ﬁ ‘w“ not
always able to fep mga coffers of their em¥
prdyeﬁ fo' fift 'as’ Wméfmﬁticd In this
cafe the refource ¢ - Banks was, to draw upon
Frefpondents in London bills of exchange
1o the ‘exechir of the fim ‘Which they ﬁh‘f .
Wheh * ‘:hdk cnhtﬁaoﬂden;; ﬂ:fr&m
wpon thein for the payiene of this t?ﬂ.b&
with-the intereft and o' commlmon,m thofe
banks, from the diftrefs into which their’ udﬂ

five tifculation had thrown them, had form

no other means of fatisfying this draught bat by
drawing
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the -f‘??"x fum, or ¢ miw

%ei‘ﬁ“ "W or d\{@c Jovinles r&e

paying.. always the mtc.ref’: and

' n :j: whole accumu}a&ed !‘um?

qun' tﬁxofe o;c'h 3539 whg.h neyer diftin.

gmﬂigc'l tﬂom&qlvm by thei ﬂ:;fmme Jmp;udcnccp
T HCH

Jn;c oblige tp emgiay thu mum'ua'

g el

T,mi' 59?} csixt :p'hmix s paid qut either by
the bank %nglmd, or by the Scorch banks,
mus. (] orthupmqftwpa r which
wamt ahove whaz mulg o g::l{p
th :ww%mn of the country, being likewi
and above what could be employed in thar

rey mom was. fomcﬂpx;s fent abroad . in the
of coin,. fometimes, melted down and. fent

| M in the (hape of bulllsm, and fommm
m&w and fold to th= bank of England at
the high price of four pounds an ounce. ~ It was
the newelt the heavielt, and the belt pieces only

ly. gut of the whole

“Soinywd cer feas. abroad or melted down.
mlulqwxmnuus\mkhs&ma
of coin, tho heavy of .o more

> dp Wﬁc

Yol M oad, or whep melred down into |

at home. . The bank of %
fow}d

ing_their great annual. ce\pagc,
_Wﬂ, that there was every year the
- dearcity of coin as there had been the year 5;

bgg forc,

e A A e i A e it Wk A et st iy

;&‘ f‘f?ﬂd fey of bills eishr wpon the, 2, o
i ._ mw 3 R oy Qﬁl?f Goﬂﬁfﬁ ts m‘ w
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8 "ﬂ'”‘"l fore ; and that norwithftanding the: great quans -
- tity of good and new coin which was every.year

iffied front the bank; the feate of the coiny; in
ftead of growing better and better, became every
year worfe and worfe. Every year they found
themfelves under the neceflity of coining nearly
the ' fame quantity of gold as they had coinsd
¢he yeur before, and from the. continual ‘rife i
the' price of gold bullion; in ‘confequence of the
continual wearing and clipping of thie coin, the
expence of this ‘great annval coinage became
every year greater and greater. The bank of
Englind, it is'to be obferved, by fupplying:its
own coffers with coin, s indiredtly. obliged o,
fupply the whole kingdom, into, which: coin is.
Continually Rowing from thefe: coffers in a great,
viriety ‘of ways. “Whatever (coin; therefore was
wantéd to fupport this exceffive circulation both
of ‘Seorch and Englifh: paper money, whateyer.
vactities this exeeflive circulation occafioned in
the necefary coin of - the kingdom, the bank..of
England wasobliged to fupply them. The Scotch
binks, no doubt; paid alliof them very dearly for
chiit- own imprudence.and inattention.. But the
Biil ‘of England paid very dearly, nox only for
its own imprudence, but for the much greater
impridénce of almoft all the Scotch banks. .
Tre over-trading of fome bold projecors in
both ‘parts of -the united kingdom, was the-ori-
ginal Catfe of this exeeffiverci ion of paper
W.u $ AR e ki PR LB A Y
WhAT a bank can with propriety advance
4 ‘mérchant or undertaker of any kind, is not,
cither



CAHE. WEALTH: OF. NATION§.

L.

. the wholejeapiral with which, he.trades,or ¢ Hb Pe

cw&wm_ -past. of shat. capitalis Uk \ememmd

that part of it.onlys which he would ovherwife be,
obliged,to keep, by him. unemployed,and..in.
ready money for anfwering occafional demands,
If. the: paper mancy ;w}uah she (bank advances
neyer exceeds this value,. it gan never exceed, the
value, of ithe. gold and filner, which would necefs
farily -circulate in the country if there was no
paper maney s it can.never exceed, the, quantity
which. the circulation of  the cauntry can ealily
“bfﬂrhmiqmpluﬁw 1 J el e S e i ¢ W e
CWaen abank difcounts to aamercham a real
bill of exchange drawn by a real creditor upon'a
réal’ debtory and which, fasifoon ds it becomes
- duejis really paid: by that debtors it only  ad-
vanees to him ~a part of the value. which: he
wouldotherwife be obliged to keep by him un-
- employed, andda ready money for anfwering 0cs
cafional demands.. The payment of thebilly
when- it becomes due; replaces to the bank rhe
value-of whatit-had advanced, together with the
interefts) The coffers of 'the banky fo far as its
dealings are confined to fuch, cullomers, relema
blé a water pond, from which, though a {tream
is eontinually running out, yet anuther is, con-
tinuallysrunniog in, fully equal to that: which
runs out; 4o ithat, without any- further care-or
attention- the pond, keeps . S cquguy,;

very near equally full. - Litsle or no expence can

ever be neceflary for rcplcm{hmg thc coffers. qi' v
ﬁ“*.‘*‘.d)ﬁukﬁ ) i 3 U
P o gl 3 G g 4 A “BI‘
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WK mﬁlmmmt ver- ' :
A -qiiently have oecalion-for s fmnf mﬂrm
_eveiwhen he has no bills to difcount, . When-a
“banky befides difcounting his bills, advances him
Aikewife upon fuely ocealions, fuch fums upon his
_cafh acgount, and accepts of a piece-meal repay-
- inent as the money comes in from the occalional
fale of his goads, wpon the. mﬁmerms of  the
banking companies of Scotland 5 i
“him ﬂmnly fromthe neceffity of, Imqpmg,ﬂy
_part-of his-ftock: by him wnemployed, and in
~ready-money for anfwering occafional demands.
When fuch demands aétually come upon, him,
he can anfwer them fufficicntly from his. cafh
sceount. - The bank, however, in. dealing with
fuch ¢uftomers, ought to abferve with great at-
. tention, whether«in the courfe of fome dhort
“period (of: four, five, fix, or cight months,. for
*unmplr.a) the fum ‘of the:repayments which it
‘receives from: theiriy [ds, or s not,
&!lynqmbiw that: ‘of - the- advances which .it
- commonly makes go them. . If, within the: courfe
“of fuck fhort periods, the fum of the repayments
*frombeertain coftomers is; upon moft occafions,
fully equal to that of the advances, it-may fafely
contitme to dea) with fuch cuftomers. - Though
» thesftream which is in this cafe .'o.minm.llx:m-
':uihg ‘bt from its coffers- may be'very lacge, that
- which ds contidually rupning into them muft be
< avkeaft equally larges fo that without any-fur-
saherfcare or ‘attention -chole coffers are likelyto
~be d’ﬂly's tqually or vc:y near eqmﬂ'p ful-l? ‘and
vradt 1aah 21 carce
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mmft&wqwin anyexrraordinary expence ©HAP.
tovepleniflithem. . 1f5:0n the contrary, the fum W
ofthe repaythents from certain’ other ‘cufton

~ee4 Rall§ "eomtionly | very wuch -fhort of - the
advanées which it makes tothem, it cannot with

~any fafety’ ‘continve 'to" deal with fuch cuftorers,

lat leaft iﬂ‘ﬁle}*’tdntim 't0 deal with ic iny ghis
“mianner. " THe" ftream which is in this cafe con-
“tittwally running out from its coffers is necefla-
‘rﬂy‘aﬂﬁ&hilargeﬂﬁm« that which is continually
ru‘hﬁing iny fo thar, unlefs they are replenithed

by forne greéat and continual effort of expence,

“thofe “coffers muﬂ! ﬁilln ‘b&s exhaufted akﬁ#:-

n&“ bl sy N sy e e i

1 Tre banking mmpunwuﬁ Scotland; accord-
?yrw&r a'long’ time very careful to re-

ire feequeént and regalar repayments, from-all
eir’ cuftorners, and did not care o deal with
1«? perfon, whatever might be his fortuneror
‘Mﬂ‘,“hﬁ ‘did'not make, what theycalled, fre-
vent and: regular woperations: with them. | By
“attention;befides faving almoft entirely the
tutn#mmr expence of replenifhing their cof-
fers, they guned o ethnr rery wnﬁdamlc
‘advantages.. o pibeion Tiemg o141
“woPinsT, by this: arténtion dr*em abled
-ymake fome tolerable judgment concerning the
hriving or' declining  circumitances | of « their
~debrors, withont being obliged to loek out for
aty-other evidence befides what their ovwn books
caffordéd them i~ men: being: for the moft: part
either regrilar or irregular in their repayments,
~gecording as their circumftances are cither thriv-

ing

T Y T T ] I IO T Y A T LT T YO T YIRS LTI



9 K “inglon, dw!iﬁi%; -Qummmqmw#wmw,
% h;sfmwy 1o, perhaps haif a dozen/or.adozea of
debtors, may,, cither by bi
oh&rw and enqm_
fully into, the s and fi
chgms 4 Bugia :? m sl
momr inmrhams ttv un iffe

gl wwwmmw
cirgumftances, of the greater part
d what Wﬁwﬂr#f)m;'_ ord it

uiring i and regulan repayments from:.
K s W ..,m_
Tgrey had probably chis M!ww mém-*w

/Sgeonory, by thiss atcentigniythey. feeured:
thcmfclves; fmm the paﬂ‘:blhty, of lﬂ'mng morg
paper mongy .than what the, ﬁ::rpqla:qm of the
country mld cafily abfor :and Wloa' i
ey 3' Sl P!'“ slag, ““MW
TEy on moit o m,f»usmm the ads

at _' ape ey, which they had
1d‘vm :o‘;‘ H:m,, ha 'wg?fmngmmd@ .
the g 1§Ftltv of go ld and filver. wbm,lw he weuld
b‘thnfw; bavg Been abiag:d 10 keep by hlmfgr

fiye jng occa.ﬁoml demwéa; ‘and_that,
feqen Ldm paper: moncy, ~which they had ¢ girs
culated by his means, had not ac any, fime ex-
ece uf’:ht quantity of gold and il wmhlph.
\'hfuld ha\.e étrculdnd in :?;q_éaunu'y,
béan o paper money. . The frequency, tcgu.lae-
: rity
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rity-andiamount;of his repayments. wonld fuffi-.

cwmlay demwi\?rue that the amount of their ads tummye—

ances;had:atimo time exceeded uhat ‘part of ‘his
:;a.guqu ‘which' he would" jothetwife have been

abliged to. keep: by him, unemnployed and in

ready money: for, anfwm,g occaflonal demands;
that)isy, formhc purpofe of keeping the reft of his
capical in conftant employment, It is this pare
of this capital. only which; within moderace pe-
riods of time, is: cuntmuauy FELUFNIng £ every
dealer in the fhape of money; whether: paper or
coiny and: continually  going from L him in the
fameifapes. . If the. advances . of the bank had
commonly exceeded this part of his. capital, the
~ordinary amoynt of, his rcpagm:nts could: not,

CH A I’u
8 | R

\wéun moderate periods of tine, have equalled

the -ordinary mmount: of its advances. | The
fecam which,. by means of his dealings, was con-
tinually running into the coffers of thc bank,
could not have been equal ro the fream which,
hymml of the fame dealings, was continually
sunning outis. Theadvances of the bank paper,
by  exceeding: the quantity of gold and _iiiyer
which, had there been no fuch advances, he
‘would . have been obliged to keep by him for
anfwering occafiopal demands, might foon come
ta exceed the whole quantity of gold and filver
which (che commezce. bemg fuppofed the fame)
would. have cisculated in the country had there
been no. paper ‘meney ; and confequently'to éx-
ceed the. quantity which the circulation of the
~country could eafily abforb and employ 5 and the
qcefg of this paper. money would immedietely

have
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mwgf o 5«’ ,dnwmg.aur :hg wntcr, m,mp. 9 o) A l‘
gon.wlys, o; %P
akes to
hﬁhﬁ"'ﬂ"ﬁ in ckm dmm r?op??:g,
manuring and ploughing m&e aqd uncultiy; ae

fields, **m *B:m&mg« f&m-amrcs, with all'

“appendages’ of fables; granaries, &' A
ﬁemm ‘of the fixed t};piul ake in almoft i
cafes much flower than thofe of the circulating
capital and fuck expences, tHlm wheti ‘laﬁdf out
with the g;'eﬁtc& prudence and judg
feldom ferurn to ‘the ui@ei*tﬁc; il aﬁér
riod of tany yedrs, 4 peri y fa too B“in’snt
fuic ‘the conveniency of s baml(. “Tradérs and
UM tll! m mhy, né dﬂl{&f, '&T:h g : -I_
propriety, carry on 4 very confiderable part of
their projects with borrowed maney. In juﬁfcé
to their creditors, however, their own capital
ouglit, in his ‘cale; to be fufficient to enfure, if 1
friay fay fo, thie cipital of thofe creditors ;. or’ag
ren&r'ﬁ‘bfuen‘xely nnprhbahl& that thole credi-
fors’ fhould incur dhy io{’s, even though che fuc-
%'&f‘:ﬁe‘p}ﬁ Movld fall very m ﬁl?ﬁ of

&ijﬁﬂrﬁoﬁ‘ of the projeciors. l‘E,ven 'w
ﬂm precavtion. top, the ﬁ&bhq Fhlch is’ 50:-
: Iﬁd whscli ‘Y: is rhcam’ ﬂmu d not 'l% Te-
aid mli‘lfkr a Eﬁwwd af ﬁvtnl years, ouqht ﬁot
o be bofrowed of a bank,’ b’ht oughe
R%‘ed upbn ‘bond or wmortgage, (:';lﬁl gﬁ?&rdw
¢ a8 ¢ to live' upon e :

p?od;:! mne?,m mm takmg the trouble’ thent-
felves to Employ the capitah and who are tpor

that account willing' to fend that capital to fuch
people
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B 0.0k people of good credit:ay are likely to keep'ic for
Nasagimt feveral years. © A bank; indeed, which lends:its
money without ‘the expence of ftampt paper; or
of attornies fees for drawing bonds and morr-
_gages, and which aceeprs of repayment uponithe
eafy terms of the banking companies of Seat-
~land; would, no ‘doubt, be a very convénient
creditor to fuch traders and undertakers: But
- fuch traders and underrakers wouldy furelyyibe
- moft inconvenient debrors to fuch a bank. .
¥rois now more than five-and-twenty: years
fince the" paper money liffucd by the «different
" ‘banking companies of Scotland was fully equal,
o rathér was fomewhat more: than fully equal,
1o what 'the' circulation of the country could
eafily abforb and employ. © Thofe: cornpanies,
therefore, had fo long ago given all the afiftance
ro the traders and other undertakers. of Scotland
which itvis poffible for banks and bankers; con-
filtently 'with their own intereft, to give:  They
had even done fomewhat more.  Lhiey had over-
traded aditele, and had brought upon themfelves
thit lofs; 'or at leaft thar diminution of profic,
which in this particular bufincfs never fails ‘to
attend che fimalleft degree of over-trading. Thofe
traders: and 'other undertakers, bhaving got fo
amuch afiiftance from banks and bankers; withed
Jeo get ftill more. - The banks, they feern to have
thought, could extend their credits to- whatever
furn might be wanted, without incurring any
other expence befides: that of ‘o few reams: of
paper. They complained of theconrrated views
and daltardly fpirit ‘of the directors of thofe
banks,
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Tbanksy Which' did ‘notythey - faid, ‘extend tifeir e“ﬂ;,mi
credis it proportion to the'extenfion of the trade’

vof che country ; ‘tmeaningy no'doube, by the ex-
wrenfionrof thae eride ‘the extenfion of théir own’
: ‘beyond “what' they “covld’ carty on,
“either withs their own ‘capital; or with what! they
‘thad erediv to borrow of ‘private . people (in the
dbfual way of bond cr ‘wortgage. - TheBanks,
« they: feem’ oo have ' choughe, ' werein hdnour
bound to fupply the deficiency, and ‘to'provide
‘them 'withy ‘allithe capital which they wantéd to
trade withl: - The banks, however, were of a/dif-
ferent opinion, and upon itheir refufing to extend
‘their credits; fome of tholetraders had recourfe
toy any expedient which; for a time, ferved their
‘purpofe; thongh at a miuclgreater expencéy yer
- as effectually’ as che utmolt extenfion ufbank
- eredits couldshave done. . This expedient was
‘no. otherithanothe well-known fhifc of drawing
-and redrawing 3 'the dhify to  wiich’ unfortunate
. eradersihave fometimes' recourfe when they are
upon the beink of bankruptey.  The prattice of

raifing: money: in this ‘manner rhad been long

known inEnglandy and during:the courfe of the
chate wary when the high profits of trade afforded
‘A great ternptation: lw-.our-rrﬁdmg,r is faidito
ohave been carried oirtoa. very great lextent,
:kmm«lsnghn&u«m ‘brought -intol:Scotland;
where, in: propertion:to’ thewery limited com-
_merce, and to the very modérete capital of the
countryy it: was foon carried: on: toon rmuch
wuunnum it gver hﬂbccn in Englands
ey " Taz
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Tue pradtice of drawing and re-drawing is fo

u..f,’...g well known to all men of bulinefs, rhat it may

perhaps be choughe unneceflary to give any ace
count of ‘it.  But as this book may come inte
the hands of many people who are not men of
bufinefs, and as the effedts of this pradtice upon’
the banking trade are not perhaps generally uns
derftood even by men of bufinefs themfelves, I
fhail mdcavow ‘to explain v as dﬁi&ly»‘n i
Catyin 4 04 W sl s o e

'm cnﬁomnof‘muthﬁnm whichm eﬁm-
blifhed when the basbarous laws of Eurepe did
not eniforce the performance of their contraéls,
aﬂdﬂucuaunﬁgzumrfeof the ‘two laft cen<
turies have been adopted into the laws of all
European nations; have given fuch: dutfnatdam
privileges ‘to’ bills of exchange; thar meney’is
moré readily’ advanced upon them, /than upon
any other fpecies of obligation ; efpecially when
they are made payable within fo fhért s perivd:
as two or three months after their dates. I, when
the bill becomes due, the aceeptor does not pay
it as foon as it is prefented, he becomies from thae!
moment 'a bankrupt.: The biil is protefted, and.
retursis ‘upon’ the drawer, who, if he does not
immediately pay it, becomes likewife: a bank-
rupt. - Ify before it'came to the perfon who pre-:
fenss it to the accepror for payment, it had paffed
through the hands of feveral other perfons, who
had ﬁ:eeeﬂ‘ivﬁy advanced to one. another the
contéutsof it either in money or gond:, and who,
to ayeﬁ that cach ci them had in his turn

ucemd
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receivedithofe eontentss badiall of them initlieic © “ﬂ‘ﬂ’t

apder endorfedy thas is, wristen their natnes wpons w-..ms

thesback of therbill each «endorier. becomes in:

his turn-lableto the ownér of thel bill for, thoie.

comsents; and,if hes fails 9 payy he becomes:

t00 from thar moment abankrapt. » Thoyghthe

drawer; .« tory - end:nendorfgrs. of . the, bill-

flouldy' allof themy be perfons of doubtful crges

dit 5 ayes ftillthe fhortnefs of the date gives fome

fecurity to the owner of the bill.. Though all of

themy may b veey likely to beeome bankrupes 5

inig a.chanee if they all-brcome o indd fhore

time. The houleiis crazy, (ays a weary traveller

to - himfelfy.and will not fiand very longs butic

is n chance if it falls:to-nighty and. Lmﬂmwm

tm ‘m‘in‘ MMSM! L R Y i'

~Taesrader A in Edinburgh, we thall fu

dum mbxll upon B .in Londony payable
« Inreslity B H}Mﬁdﬂhw-

mmm Edinburghy but he agrees o

accept of Als:bill; wpom ‘condition -that - before ,

tmw ummmmm Jm

wmw &w sl
before the mﬁuﬁMr&wmmm
i W: mhlusmq

mﬁw m@mmmmwb
MIeﬁli'o two months afier date. . This prac~
s Nou. I, Hh tise
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nio 0 & tice has fomstimes gone on, not gplg.ﬁﬂ ‘ﬁm

.,..,....._.' months, but for f eral y;gm
always . reeurnin afpo é nburgh, with
the accumulate mf.qt md comm;ﬁoq af all
the former b:fls. TH: intereft wWas ﬁv&: em
m thé ye wnd the qol‘nrmﬁon was never. le
per cent. on each q,raugh"t
cwimmﬁn being repeared more’ than fix times
in the year, whatever moncy A mr - ﬁ’!ﬁi‘l"ezﬁy
this expedient muft meffaniy 1
fmtﬁumgqﬁmt than eight p rtm’c i the year,
mﬁp ‘asgreat deal more ; when cither
the mh:;iiﬁ xh:b mhgbd flion happenm rifes or
when' helwas to pay co
upon the interelt and Cth‘ll{ﬁbﬂrgg fo;mThi‘ hﬂkﬁ’
This prﬁ,&lct was called mﬁﬁg money by cirey-"
lation,

I a.mntn where, mc.mspmm-f
fbock in the greater pATE of. mercantile projects
are. ﬁ!ppofeﬁ to. run -between fix and, wnw
cent. i it muft have 'begn a very f?ar!ﬂykrev @g-
culation, of, which. the mura% sa.qlst /ot only
was g}m hmmd for cmmhs itony but- lﬁiﬂﬂ
befides, & good furplys profic ta the projedtar..
Many vaft and extenfive projets, however, were -
undertaken, - and. for, feveral years: carriedron
\zimwmyeoghar&:@ mfuppox;:’ them: b&gm
what was raifed at this enormous ‘expence..  The
projectors, no.ddubty had. in their.golden dreams.
tha . ol diftinét svifion: of sthis: great- profit.
Upon their awaking, however,  either at the end
of their projedts, or whcn they wc.rc ‘no longer
7 5 : able

2 i -
R N N, TRt SRR W J—— i
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able 16 Er 'ﬁéh'l*oﬁ’,’ %ch’ very' If:T&o"n,‘ 1 Be!

1ok Had iR ood fortune to find it ¥.

“”ﬁ.;‘g su% '!.’A in ,ﬁc}gnbugﬂx drew upon B

m‘l’..on_ons_ g A 1; cflfcounted ;wq moqths
ug wit r or bq.q[kcr

i Edinby gﬁ; ang:f\c hkd “whi quxpLonQ{qn
re- -rew _gl,_:pon dl}nl?wﬁ hg as 5g§ujar y
eas:rwngb lagland,.
é‘:?}' j},ﬁn i tf 93‘??‘% s ?'f‘om A
Edinbu gh‘?f‘aawa qsns\\.

: ‘F‘

pwl
"’ ?&Mmm ln the text was iiy Ho means eiﬂler

the moft common or the moft expenfive one in which thofe-ad-

veaturers  fometignes. m&d meney by circulations; . Je fre-
que Jﬂ‘ %‘nhﬂ o,?gghqr;h ;would, enable B in

¢ by drlwln a few
qap;-;hoﬁa-hn mamm 1Fhie billy béiag payable o lis'

ex;h

u three’ mon'th aﬁe
g W!E{“«? mdmiumw;
rchafed bills upon L e 19 ¢ :
= e fent t “*‘,Fi f q‘ow% J&‘a‘*&&
nww;:wwmvs rgh and London was

W g, and thefe bibls
:;gﬁu w#v twwm This uanfs

t yr I_,,m xm.
and Yeing 0z at ealt one l.i'"pw
cete. m& od Bave colt A dt
m&mw:ﬁwh e y_m"' _'A ‘other times A would
eoable B tw difcbarge the fickt bill of exchange by driwing, a

few days | bafore it became, M&W"Bﬂ ' u two monchs

daiu act wpon B, but upen fome third perfon, C, for ex~
Hha example,

L,

487
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BOP K pad.in their (turn as foon as they became due ;

e yeU the value which had. baen really advanced

upon the firfl bill, was neyer rea.lly recurned to
the banks which advanced it 3 becaufe, before
each bill b»t‘.'tmc due anothcr bill: ma a&yays
drawn to fomewhat a greater amount thanythe
bill which was foon to be poid; and thmdlf—-
muhtmg of this, ather bill was effentially n

fary towards the p paymeint of that which was ﬁxm
to be due,, This payment, tha:miom'was alto-
gether fitiglous. ' The fkream, which, by means
of thofe circulating bills of exchahge, had onee
been amede to run out from] ‘the icoffers of énﬁb
banks, was nevér n:placed by nﬁi fhe'im wh‘min
really run into them. _ ;"": : oo ¥
example, in London. Tb|s otber I:'ll was mede payabie w

the order of B, who, upen its I)emg ageepted by q‘ dq'
ed it with ﬁbmc banker in Lond, o0 ; ‘an enabled 1[-

charge it by drawing, ' feW 'days before it Bedime Jﬁc‘, a ird
bill, likewife At owvo mouths date, Hm&ﬁﬂ.e‘? tipod his
correlpondeat B, and fometimes npon fome MMWW

fon, D or E, for example,  This third bill was. mqipwpbk
mtheorderof(.. wh as f

t lfpongped
it i chie ‘fame n&haner "V Gone s il t?alﬁ’ ?m-

operations being repeated ac hlﬁ' ﬁx tnme‘ in the year
beiog loaded. mdpa commiffion of ax M m&hlﬂpﬂr&m
vpon each repeticion, together with. mamﬂmﬁh&

reent, t}m m;thud of raifing money e
hat defiribed in the tex, mn? ignv:::&* .

than eight per cent. 'By ]‘anhgthw&&r.‘ '&' gg’i
tween E#;puugh and Loadon it was: lefs expenfive than that
mmuanod in the foregoing part.of this nete ; but 1lwmqm-

‘quired an eflablithed credic - with more houfes than one .in
Loudon, an advantage whlch many. of ahq{. ndm tarers could
not always find &t tlli 0 Pm:m

~ Tax

am.

~
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© THE paper: which way: ifftictl’ ‘ﬂg)tm thl'!lfé ¢it-

mﬁﬁomy&m the whule fuid dtﬂ'zned for eatry-
ing on fome Wit and extenfive p;du& of ' agri-
culbure; | commerce) o manufidures . | and hot
merely to'that part of ‘it whieh; Hatt' thiere heen
no papermdne}, 1the projector wiild have' been
obliged tokeop by him, arerivloved and in
ready money for: anfwering occafional deihands.
The gred:mpmof this paper was,! confequently,
over and above the valtie of! the golt! ahd Gitver
wlw:&mﬂd have eirculatedin' the country, hid
*cﬂ: been no' puper imoney. It was over aid
_ ) ‘therefore, what  the circulation of the
ca‘untry could eafi ly ab{orhaimttmpwy, and,
upon that account, immediately returned upon
the banks in order to be Lxchangcti for old and
filver, whichi’they were to find as they could.
' .ll't' i}a’f a caf:nqql whu:h thole, projedors had very

f,onm\u:d to draw. from thofe banks,

nqngnlrmzthow their knowledge or deliberate
confenty bur for fome time, ‘perhaps, without
‘theéit haying the ot diftaic ful‘pxqun that. thc;r
hﬁ—rﬁg‘lly qfdvgnc«‘,tf lSou i T A R

W, two people, who are contmu:sﬂ'y draw-

ing aind re-drawiiig upon’ one dnother, difcount
Pﬁﬂﬁ“&k{dy: with ‘the Taic banker, he muft

1@‘1'@1&1@56!1; difcoves. wﬂ.u they are about; and

fee clearly that ‘they arcitmding; pot with any
capirel of their own, bueiwithithe capital which

P&’ﬂdmcﬁté them.  But this diftovery is not

éafy when they difcount their bills

fomeumcs with one banker; and fometimes with
Hh 3 anothery

9

€ H AP
i,

Wﬂgmef exchiahte, amotinted, upoll hany <
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» °, 9% anath.m md whm shc f r:;w mapsrfw do pot
\v~ copftantly draw and re-drav “Wst.qpe ano
byt, occaflonally rui the round of wi, rslsv
of pro#;__‘ r?, ﬁho fi it rp,r e:r chﬂ;it
aflift one :mochcr in E’}J rhql;)lg 0 ra, iy an&
and, to. r,cng.igr it, upon that accpum{ 'as ,{ﬁfm[,:
;olﬁp}e to, diftingyifh bcn\yccp a pe
ﬁétmt?ys bx]l of cxchaqgc i ‘butween a ;,ﬂ dn
by a raal < cf.htor ypon, a,rc dt:bw;, aqd a b
for w.hxch ire }vg.s pmpsr y m real quc}g:gr

the b.l.nk w q él cou it fgrv Qp
dcb:or %e&or 'W ! 9.
punrx ; u 'ﬂaﬂe :‘

xc’i;»’var 'llg qmgl‘ft l‘qmcn amalkaé it too.
ami ml ad Ebit he had air ac} dlfcoq&;q;
the l’: T!s thofe pr ¢tors to fo great ap extent,
tha;, by rci' gffcqugg any more, | e wou;q
n;cefi’i:'ly c r hem, a}l ban rupts, and thu
by ruipiog them, mighe perhaps ] imiel
For I;lj: qgw{n int cr%ﬁlgindpﬁ t't%’t F‘J,, re rPrE he
nught find it ncctl'l'ary in this very puﬂgug tu-.
ation, to go on for i;omc fguﬁc,* g avouring,
h&ygver, to w’;thd.raw u,pl&{,. upon, that
account makin every. sia
dxﬁc&ﬂtw& about gfcounm ‘to fefce
thofe pr o_]:étors by, degree ’3 :5' iia e rt:t:r.:m-()‘e,L
either to other an'lm}, or q? &?&
=K ﬂf

R.‘.."i‘

ra.lfmg mnnu:y, foéps tha.:'
foon aslpoﬁiblc, ‘ge outo circle. * The dif-
ﬁculucs tas.qo;d;ng ¥y | whic}'y t.he: !)qr}k of En -.,
l.mdtl which lhef‘rqupjg ba: ers in, 1 Londc
and which cven the more, pl;u cnt u;a
bcgan, aftcr'ﬁbtgrtqp e, md wh;n all of the r:} _
ha

S
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My gbnc 00 far, to make about dif-

Mi‘!’hg‘ m:t only alarmed, but"’em aged in the
Hf gheft’ degree thole  projectors “Their own
s, of which this prudent and neceffiry re-
fél’%’é’of ﬂ:c ‘banks, Was, no ‘doubt, the immediate
ocafion, they called ‘the diftrefs of the country;
ind this ‘diftrefs of the cotmtry, they faid, ‘was
her owing to the ‘ignorance, pufillanimity,
ahd ad conduét of the banks, which did not
give Humcicﬁﬂy fiberal 4id to the fpirited un-
dcrtn&cm s"of thofe who exerted themfelves in
o:‘der to %eautlfy improve, and enrich the coun-
"7 Tt was ‘the duty of the banks, they feemed
think, to lend for as long a time, and to as
grékt’ an extent as they might wifh to Borrow.
The Banks, however, by refufing in ‘this manner
to gwe more credit to thofe, to whom they had
alfeady given ‘a great deal too much, ' took the
oniy method by which it wis now pofiible to fave
ﬂiﬁér fheir owh credic, or the publick credit of
the i‘ountry
Iy che midft of this clamour and diftrefs, 2
Q*Eiv bank was efablifhed in Scotland for the
efs purpofe of relieving the diftrefs of the
try” The defign was generous; bur. the
exccunon was. 1mprut§eﬁt, and the nature and
caufes. “of the diftrefs *‘btcﬁ it teant to relieve,
were not, perhaps, well Cunderftood.  This bank
was more hberal than a;:i other had ever been,
bﬂth in granun cnﬁ; accounts, and in difcount-
ing : bills of exchange. With regard to the latter,
it I&&nﬁ (6 have made fcarce any diftinétion be-

tween redl and circulating bills, but to have dif-
Hh 4 counted

e
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B0 0K counted all equally. - Tt was the avowed ‘prin-
Mg ciplé 0 sthis bunk to advance; upon any'reafon-
able fecuricy, thewhole capital whith was to be
employed in chofe improvements of whirh ‘the
returns are the moft flow and diftant, fuch as the
improvements of land. To promote {uch im-
‘proveiments was éven faid to be the chief of the
publick fpirited purpofes for which it was infti-
tuted.. By its -liberality in: granting eath ac-
‘counts, and in difcounting bills oﬁex&!dngq% it,
no doubh ifived gredt. quantities of its bank-
/Byt thofe’ bank-notes beingy the greater
-partm[- chem, over and above what the circuli-
wion of the: covntry corld ‘eafily abitorb and em-
ploy, returned upon it, in order to be exchanged
forgold and Blver, asfalt 45 they were iffued. Tts
coffers were never well-filled. ' The capital which
had been fubferibed o this. hm_ki Aat two different
{ublcriptions, ‘amounted to one hundred “and
ity thoufand pounds, of which eighty per cent.
only was paid up. ~ This fum ought to hive been
‘paid in‘at feveral difierent inftalments, A greae
part of thesproprictursy rwhen they paid in theiy
el ipl‘ulméi, operied awcath ractount with the
‘bank ;" and. che  dire€tors, - thinking” ‘themfelves
obliged to treat ‘their own proprietors with the
fame- Nberality with which they reatedvall other
meny allowed many of themito quiw upon this
cafh account what they paid in ‘wipon all their
fubfequent inftalments, Such paginenss, there-
fore,. only put into one coffer, what had the'mo-
ment before been taken out'of anorher,  Bothad
the coffers of chis Bank bcen filled eyer fo well,
. its
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_its exceflive circulation muft have. -emptied them
fafter;than shey could bave been replenifbhed by
W‘Mﬂm but the ruinous one of draw-
jing upon Liondon. and when the, bill. became
duey paying ity togetheswith interelt aud com-
miffion, byanether dravght upon rhe fuiae place.
Tis coffers having been filled fo.very- i}y it is
faid to_have been driven to this refourcgwithin
‘avery few months after it began to do bulinefs.
The efkares-of the proprietors of this, bank wete
mmmhwmumby their fubfeription
«to.the ariginal bond or. contrack of the baok,
were really pledged for unfwering ali its engage-
M; &}s means of the, great credit which fo
J mqﬁﬁwly gave ity it was, sot-
withftanding its too liberal condudt, ,enabled o
m,,ea hdmcfs for.: wore, than two.years.
When it was obliged to ftop, it had in the.circu-
Jation about two hundsed: thoufand pounds in
_bank-potes,  Inx order.to fupport the circulation
,M@meh wihich were continually returning
upon it as falt as they were illued,. it had been
conftantly in the pradtice of drawing bills of ex-
ghange upon London,, of which the number and
_value were. contipually  increaling, and, when
it ftopty amounted: to. upwards,of fix hundeed
thoufapd, pounds, ., ‘This bank, therefore, had,
i listle more than, the conrle, of, two, yew oy, agd-
vanced to, difficrant  people. upwards, of eigo:
‘hundred. thoufand, pounds., at, five, per. cent.
Hnomll}c two hundred thouland. pounds which
&N .in. bank-totes, this. five per cont.
Wt, ‘;mrhaps, be conlidered as clear ss..m

withous
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W2 % without dny other? dedultion befides the expence
e Of management, But vpon upwards of fix hun-
dred thowfand pounds; for which it was' contic
nually drawing bilis'of exchange upon London,
it was paying, in the way of intereft and comv
miffiony -upwards: of “eight per centyy and: was
cofequently lofing 'mores than, three per ceénit.
uponymore. than - threesfourchs of alk itst deal-
lﬂ#ﬁ'\ 0 PR ) TSR A b wedaichot mawi g0
T es operations of this bank feem ‘todiave pro-
duced effe@ts quite oppofite’to thofe which were
intended by the' particular’ pesfons who' planmed
and dive@ed ity They feem to have intended 1o
fuppért the fpirited  undertakings) for as'fich
they confidered them, which were at’ that time-
carrying on in different parts of the country;
andat the fame timey byl drawing the whole
banking bufinefs to. themfelves, to Tupplant all
the other Scotch banks ;. pardicularly thoferefta-
blifhed et Edinburgh, whofe: back-wardnels in’
difcounting bills of exchange had: given fore
offence.  Thisbanky no doubty gave fonie tem-
porary relief. to. thofe. projeétors; and: enabled
them to :carry on their projeéts for: about two.
years longer than shey could otherwife have done.’
Buc it thereby only enabled them togew fo much:
deeper into debt,. fo thatwhen wuin came;-ivfell
fo much the heavier both upon then atd upon
their, creditorss, ; The. operations ef -this bank;
therefore, inftead of |relievingy, in 'reality aggea=:
vated in the long-run the diftrefs which chofe-
projectors had  brought, botls upon ' themidives
and upon their country. It would have been
- -much
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mh better ofor shemfelves; their cred:tms i M
their covntryy. bad she greater partof them been l--wv-d
abliged, to flop stwo« years: fooner  than they

ackdally did. T he. temporary relief, however,

which ghis - bank afforded to thofe projectors,

proved a real and . permanent relief to the other

Scorch, banks. . @Al the dealers in circulating

bills: of. exchange; which. thofe other bankg had

become fo backward in difcounting, had recourfe

to this. new, bank, where they were received with
open.arms.. ., Thofe othen banks, therefore, were

enabled to get very eafily out of thar fatal circle,

from which they could: not otherwife have dif-
engaged themfelves without incurring a confider-

able lofs, and pcnhaps too even fome dagrce of
diferedivs

It the: Jong run, thcrcforc, the apcrat:ons of
this bank increafed the real diftrefs of che coune
try which it meant torelieve ; and effeGtually re.-
lieved from a very great diftrefs thofe rivals
whor it :meant to fupplant. -

At the firft fetting out of this bank, ir was
thelopinion of fome people, that how faft foever
its’ coffers might be emptied, it might ‘eafily
replenifh them by ralﬁag money vpon the fecuri-
ties.of thofe towhom ir had advanced its paper,
Experience, I believe, foon convineed them that
this method of raifing money was by much too
flow to anfwer their purpofe; and thar coffers
which originally were fo ill filed, and which
emptied themfelves fo very fat, could be re-
plenifhed by no other expedient but the ruinous
onc of drawing bills upon London, and when

they
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' 0.9 % they became due, paying them byahthmdrmglm

A upon the fame; place with ‘accumulatéd inrereft
and; commifiion, . But thoughyithey: had beon
able by:this method toiraife \money as faft ds
they wansed ity yet, inflead of makingia
:hcyc muft have fuffered a lofs:byievery fuch opes
ragions 0. that in the long-run) theysiufb have
roined  themfelves o as)amercanciles company,
though, perhaps,,not. (o foan as by rhewmore
expenfive. praétice of  drawing .and  redrawing.
They couid Jhulmhm made nothing! byl the-ins
tetelk of the paper,,which, . being over andrabove
what.the circulation of the country could abfory
and employ, returned upon themy) dn-orden taibe
exchanged for. gold. and, filvery as faltons: they
iffued it 5, and, for: the payment. of which they
werg, shemielves icontinually obliged. togborrow
money. -On, the contrary, the whole expenceiof
this bprmwmg,mf gmplnymge agents to lookout:
for people who had money to lend, ©f nogociating

with thofe people, andsof drawing: the: proper

bondor afignment, muft have fallen upon: them;
apc have, begm fosmugh dlear lols upon therbas
lange of their actountsi Thesproject of replenifhs.
ing theic cotfers incthivmnanner may be:come
pared: to- that of & man.who had aywuter-pond
from which a fhream wis continustly sonning
mm.md into: whichuvnor treamiqveas: comtinually
runnipg, bt who: propoléd . to kuopam.ln}ways
equally: full by employing @ nuntberof people
o go' continually s with bucketsito. g welliac
fome . miles. ‘diltangerin’ erder to:bring wates: ;u
rq_al‘cmfh It ¢ (G sr TN b
% Bv
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sy Burthough this operation had proved, not © ¥ 3 ®
only praévicable; but profitablc to the bank 258 tommpend
mercantileicompany; - yet the country could have
dn{inhd::nqqheqsﬁm from: ity but, on the con-

trany, mufk have fuffered,a very confiderable lofs

by ic. ' ‘This operation could not augment in the 1
imalleft:degree the quantity of money to be lent.

It could..only have erefted. this bank intoia firrt

of general doan office for/ the whole country,

Thole who wanted to borrow, muft have applied

tosthis bank,iinfead of applying to the private

perfons who had  lent it cheir ‘money.! Bur a

bank which lends money, perhaps, to five hundred
different peopley the: greater part of whetn its
direftors can knew wvery lttle about, is not hikely

to be more judicious in the choice of its debrots,

than.a private perfon who lends out his money

among, & few\people whont he knows, and in

whofe fober and frugal condudt he thinks he has

good reafon to confide, The debrors of fuch a

bank; : asithat whofe conduét 1 have been giving

fome accaunt of, were likely, the greater part of

them; to' be/ chimerical projectors, the drawers

and re~drawers of circulating bills of exchange,

who wouid .employ the .money in- excravagant
undertakings, which, with all the affiftance that

could be given them, they would probably never

be.able to complear, and which, if ‘they fhould

be: compleated,. would never repay the expence

which they had really coft, would never afford 4

fund capable of maintaining a quanticy of labour

equal to thag.which had been employed abour

them... The fober and frugal debioss of pri-

vate

b M b B s b L sl b aii Ly R ML A R
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'"‘",0 K vate perfons, on the contrary, would' bel more’
v likely tolemploy iche money borrowed in'ifoder

undertekings which were (proportiohed o' tHeir
capirals, end whichy though' théy might have
lefs of the grand and the marvellous; wotkd have
more of the folid and the' profiable, ‘which
would repay with a lorge: profiv whatever Fid
been Jaid outupon them, and: which would thus
aford & fund capable of maintaining '« much
greater. quantity, of Jabour than that which had
been employed about thems! “Fhe fueecefls of this
operation, - therefore, without inoreafing in " the
finallet degree the: capical of the:country, would
only have transferred & great part of it from pri=
dent and proficable, {0/ improdent: MW&“
able undervakings. b cArvadt o et kbl
Trar the induflry of s@t.q:}'mﬂ languithed for
want of money to employ ity was the opinidn of
the famous Mr. Law. By eftablithing a-bank of
a particular kind,, which he feems to have iviae
gined, might iffue paper to the amount of the
whole value of all the lands/in the conntryy he
propofed to renedy this want of money. Fhe
parliamens of Scotiand, when he firft propofed:
his projeck, did nor think proper to.adopt itv/ ‘It
was. afterwards adepted, with fome variationsy
by the duke of Odeans; at that, timesregent of
France. The idea of the pafibility of 'mult~
plying paper money to® almoft any: extent; was
the real foundation of what is called the Mifs
Alipgpi fcheme, the moft extravagant mm&
both of banking and ftock-jobbing thaty per—
haps, the world ever faw, The different opera~
; - tions
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tions! of ithis fcheme are explained o fully, 1
learlyy and with fo nweh order and diftincinefs,
by Mr. ‘Du Werney, 'in ‘his'Exemination of the
Politicall Refle€tions iupon Commerce and Fi-
nances of Mr: Do Fory that T fhall not give any
account of them. . The principles upon which it
was founded aie explained by Mr. Law him{tif,
in o difcourfe concerning money and  tiade,
whichi he i publithed in ‘Scotkand when  he' §rit
propofed;bisiproject.. Thedplendid, but vifion-
ary ideas which are fec forth in chat and f3me
other works upon. the fame ptinciples, fill cons
tinwe to, makesan imprefdion upon many people;

andichave, perbaps;in part, contributed to thit

excefs of banking; which has of late been coms

plained of both in Scotland and in other plaves;
Fuebank of ‘England ‘is the greateflt bink of
circulatiopit: Europe. Tt was incorporated, in
purfoande: of ‘an act 'of parliament, by a cHarter
under thedprear ' feal, ‘dated ‘the 29th of July,
16g54. Iv-av that: time advaticed to government
the fum iof jone millisn ‘two' hundred thoufand
pounds, for an annuity of one hundred thoulind
poundsiy o for 96,0007, o year intereft, at the
rate of eight per centy, and 4,0507. a year for the
expenceiof management, The credit of the new
government; eftablifhed by the Revolution, we
may believe, mult'have been very low, when it
wasiobliged to borrow ac fo high an interet.
- Tltbgy dhe bankwils ﬂldicﬂ‘-i:d“cf\’lﬁfgg ‘?ts}a..
pital fock by n engrafiméntof 1,001,171/ 19+,
Its'whole 'capital “ftock,  therefore, amounted
aesthis” tiné 10" 3,201,191 7. ‘1o 5. "This en-
graftment is faid to have been for ithe fup-
pert

479
C HA P,

| A
il 4



iy AR

THE NATURE. AND. - GAUSES «OF

’ %_o B port of publick credit, ﬂlﬁﬂﬂ%@m@h?& . d
by been, at forty,, and fifty, and fixty per cent. di

count, and, bank potws av twenty, per cent®.
During the grear recoinage, of the flver, which
was going on at. this time, the bank had,thougiic
proper o, difcontinue the payment of its, notes,
which neceffuiily occalioned theis diferedit,
bank advanced and paid into the ‘exchequeryehe
fumr of 400,0004 5 imaking ‘in/all the' fun el
original annuity of 96,000 £ intereft and 450001,
for expence of management. wlnur7es,: there:
fure, the credit of government was’as good s
that of private perfons, fince it: could! borrow
at-fix per cent: interefly the common legal and
miarket vate of thofe times.  In purfuance of the
fame acky the bank cancelled exchequer bills ©
the amount of 1,776,027 25178 10} dvat fix
per cent. intereft, and was at the fame time al-
lowed to take in fubfciiptions for doubling its
capital. = In 1708,  therefore, the icapital of
the bapk amounted o 4,402,342 /i and it
had  advanced to - government | the | fam s of
337550274, 178 3QRduy 13 op g e S
By a call of fiftcen per cent. invyoy; there
was paid in and made fock 6¢6,2044 gt gdiy
and by another 'of ‘ten' per centi in 1710,
5013448/ 135, 11d. In confequence of thofe
two.calls, therefore, the bank capiral amouated
10 5,659,995/, 14584, . L JE R HIRREEe T

5 3 §

| # Jomes Polllechwaite’s Hiflory of the Publick Revenue,
Ppage o1, )
1 In

i ;}ng '_l'-'fm Mmﬁqﬂ?‘m‘ o
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" In purfvance of the 3d George I, c.'8. the SHAw
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bank delivered up two millions of excheqier bills ‘o

to be cancelled. ' It had at'this time, therefore,
advanced o governiment 5,375,0074. 175, ‘104,
In purfuanceof the 8th George L e, 210 the
batik purchafed of the South Sea Company, ftock
to the amount of 4,000,000 2 3 and in 1722, in
~ confequence of the fubferiptions which it had

taken in for enabling iv to make this purchafe,
its capital ftock was inercafed by 3,400,000/, !

At this time; therefore, the bank had advanced to
the publick 9,375:027 /. 173, 1o}d:; and its capi-
tal ftock amounted only to 85959,995/. 144+ 84,
It was, upon this pccafion that the fum which
- the bank had advanced to the publick, and for
which it received intereft, began fuft ro-exceed
its capital ftock, or the fum for which it paid a
dividend to; the proprietors of bank ftock ; or, in
other words, that the bank began to have an un-
divided capital, over and above its divided one.
It has continued to have an undivided capital of
the fame kind ever fince. In 1746, the bank
had, 'upon different occafions, advanced to the
publick 11,686,800/ and its divided capiral had
been raifed by different calls and fubieriptions
10 10,780,000/ The ftate of thofe two fums has
continued to be the {ame ever fince.  In purfu-
ance of theath of George HI. ¢ 25. the bank
“agreed .to. pay to government for the renewal of
its charter 110,000/ without intereft or repay-
ment.  This fum, therefore; did not increals
cither of thofe two other fums. _
g Vo s 1i - Thaz
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. Tue dividend of the: banl has’ varied accord-
e ing to the variatiors in the: rate of 'the intereft
which v hasyar different times, received for. the

money it had advanced to the publick; aswell as
according to other circumftances: /| This ‘rate of

mterelt! has gradually ‘been reduced. from eight
to thice per cent. « For fome  years paft  the

bank dividend has been ‘ar five and a half per

cent. PREAE TR N e TR

Tz ftability of the bank of England js equal
to that of the Britifh governiment. All that it his
advanced 1o the publick muft e Joft before' irs
creditors” can’ fuftdin ‘any lofs. 'No other bank-
ing company in England can 'be eftablified’ by
&t of parliament, or can confift of more l:li‘qmﬁk
metnbers. T adls, not only as an ordinary bark,
but as a great engine of fate. © Tt receives and
pays the greater part of the annuities which are
due 1o the creditors of the publick, it ¢irculates
exchequer bills, ‘and it advances to ‘government
the annual amount of the land and mile raxes,
which are frequently not paid up till fome ‘years
thereafter. Tn thofe difftrent operations, its duty
to the publick’ may fometimes have obliged ir,
without any fault of its dire@ors, to'overftock the
circulation with pager money. It likewife dif-
counts merchants biils, and has, npon fevéral dif-
ferent occations, fupported the eredicof the prin-
cipal houfes, not only of England, but of Ham-
‘buargh and Holland. Upen one sccation, in 1763,
it is faid“to haveé advanced for this purpofe, in
_oni:_'wbck, about 1,600,000 7 ; ‘a great pm ‘of ic
> e in
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in bullion. 1L do not, however, pretend to war~ © F A Pl
rant eithetthe greamefs of the fum, or the fhort- Kbt
nefs: of ‘the ‘time. - Upon other - occations, this
great company has been reduced to the neceflity.
of paying in (xpences.ss i i

) Pr is"not by ‘augmenting the capital of the
country, but by rendering a greater part of that
capital agive and- productive than would other-
wife be {o, that the moft judicious operations of
banking ‘can'increafe the induftry of the counery..
That 'part] of his - capital which a . dealer is
obliged ‘to. keep by him: wnemployed, and. in
ready money for anfwering occafional demands,
is fo much dead ftocky which,: fo long as it re-
maips in this fituation, produces nothing either
50-him or to his country. . /The judicious opera-
tions of banking enable him to convert this dead
ftock into ative and produtive flock ; into ma-
terfals to work upon, into teols to work with,
and, into. provifions znd fubfiftence to work fors
into ftock which produces fomething both to
himfelf and;to his country. The gold and fiver
money which circulates.in any country, and by
means of which, the produce of its land and la-
bour is appually circulated and, diftribuced to
the proper confumers, is, in the fame manner as
the ready money of the dealer, all dead ftock.
It is a very valuable part of the capital of the
country, which produces nothing to the country.
The judicious operations of banking; by fubfti-
tuting paper in the room of a great part of this
gold and filver, enables the country to convert 3
2 great
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800K great part of this déad ftock into active and pro-’
ey dudlive ftock ; into ftock which produces fome=
thing to the country. The gold and filver mo-
ney which circulates in any country may very
properly be compared to a highway, which,
while it circulates and carries to market all the
grafs and corn of the country, produces itfelf not
a fingle pile of either. The judicious operations
of banking, by providing, if I may be allowed
fo viplent a metaphor, a fort of waggon-way
through the air ; eénable the country to converr,
as it were, a great part of its highways into good
paftures and corn fields, ‘and thereby 10 increafe
very confiderably the annual produee of its land
and labour. The commerce and induftry of the
country, however, it muft be acknowledged,
though they may be fomewhat augmented, can~
not be altogether o fecure, when they are thus,
as it were, fufpended upon the Dxdalian wings
of paper money, as when they travel about upon
the folid ground of gold and filver:' Owver and
above the accidents' to which ‘they are expofed
from the unfkilfulnefs of the ‘conduéors of this
paper money, they are liable 'to feveral others,
from which no prodence or fkill of ‘thoft: con=
ductors can guard them. * = » 0 ! g8
Ax unfuccefsful war, for example, in which
the enemy got pofleffion of the capital, and con+
fequently of that treafure which fupported the
credit of the paper ‘money, would occafion @
much greater confufion in a' country where the
whole circulation was carried on by paper, than

THE NATURE AND CAUSES OF

in
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in one whgre the greater pare of it was carrie
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by éoldl and filver. Thc ufual inftrument of Geepssd

'cor:iﬁmrpel having loft its value, no exchanges
could be made but either by barter or upon cre-
dit. ,All taxes h;mng ‘been ufually paid in
~ paper money, the prince would not have where-
withal either to pay his troops, or to furnifh his
magazines ; and the ftate of the country would
quuch mare irretricvable than if the greater
part of its, cxrculatxon haﬁi ' ‘_nﬁftcd n g,oid and
£0.n amtam his domx-

¥

ulti) lzpanon of er

g::;;r Il:anks which F&é r[
mul tlplluanon of it, which
the greater part of the c
with it. , gt
 Tus circulation of cvg' g,:aunrry may be con-
'ﬂdered as divided into twa different branchies;
the circulation of the d“eaiegs with one anscher,
; the circulation between the dealers and the
'c(mﬁlméra. Thnugh the. fam prcces of money,
whether y;spcror metal, may be employed fo -
times in the one circulation md’ fometimes in the
other, yet as both are conftantly going on at the
fame nmc, each- rcqumi, er
'ney of one kind or another!*.'
valuc of the goa(;s circulatec  between the differ-
ent dealers, never can exceed the value of thofe
girculated between the dealers and the confum-
't €rs;

at even againfl that
.tb}es them to fil
lation of the country

Lcarry it on, The

*rtam ftock of mg- -
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DK ers whatever s’ bought by. the, dedlers; being
et ultimately deftined to be: fold to mhmmqﬁuagra
The circulation berween the:dealers,ias it is car-

ried on by wholefaley requires generally a- p:jct;y

large fum' for every particular tranfadtion. | Thac

between the dealers and the confumcrs, on the
contrary, as it is generally carried on by recall,
frequently’ rcqu ires ‘but very fmall ‘oues, 4 fhil-

ling, or even'a halfpenny, being often fuf’icwn;l.

But finall furms  cireulare much  falter than large

ones: A fhillingihanges maﬂ:us more. fmr

quently’ than ‘a g
frequently than @’

. purchafes of all th
Jedlt equal in val

they can gcncr_

fanaller quantity o

a more rapid’ cing

ment 'of niany morely

than of the other, (& 54

- 'Pirer money: mayibe (b rtgula:ed as cu:hgr

to confine iclelf ve ,uch to themmulatmn bq—

tween the diffen palers, or ro extend ufclf

likéwile to a great’pare of that between the deal-

ers and the ¢o i--Whm no. bank. notes

“are circulated ‘ten’ pdundb value;: as in
London, paper  confines iclelf very much

“fa'the éirculation batween the dealérs., . When a
“ten'poand bank omes into;the hands of a
confumer, he is generally obliged to change it at

‘the firft thop' wher! ke has occafion to- purchafe

five (illings worch of goodw, fo that it often re-

W,l'ﬂl

c o N e
- _t’a&ud _wlth,-.a _my_sb
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ﬁitm ‘into the hands of 2’ dealer, before the cons, "

famer:has fpent the fartieth part of | the money. t..:-y...a

Where bank. notes are iflued for fo, finall, fumng as.

rwenty . Ihillmgs,‘ asing Scotland, pap,er money
cxt—‘chds rfelf 1o a confiderable part of the eircu~
lation botween dealers and com"mmrs. . Before
t]m alt of parhiament, | which pug a ftop.to the
cireulation of tén and. ﬁvc|ﬁ11111nrr nores it filled
~ & ftill greater part of that circulation. In the
eurzencies of North  America,, paper was coms
monly: iffued for fo {finall a'fum as 3 Ilnllmg, and
filled almoft the whole of that circulation.. In
!'bma paper currencics of Yorkﬂnre, it Was ﬂi‘ucd
cvch for fol fmall a fum 2sa figpence,

“ Wen o the ifuing of bankutotes for I'uch very
{nib.ll fums is aflowed and commonly practifed,
rdwy roean people are both enabled and encou-
rag’ed to' b&t!omc bankers. A perfon whafe pro-
‘iffory nore for five pounds, or even for twenty
lhllhngs, would be rejefted by every body, will
‘gét it w be received without feruple whenit is
iffued for fo finall a:fum as a fixpence. = But the
fmquenn bapkruptcies, to which| fuch beggarly
bankers muft be liable, may occalion 4 very con~
“fiderable inconveniency, and fometimes even a
‘very great calamity o many poor people who
‘had temwa& their notes in payment. ,

‘It 'were better, pcrhaps, that no bank, no;‘c.s
‘were ‘iffled lin any part of the kingdom for a
“fmaller’ fum’ than five pounds. Paper, money

“svould ithen, probably, confine . itfelf, in. r:w,.sry'..
'pnrt of the kingdom; to the, c,trculanon besween

Lig ' the
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B O P X the different dqalvrs, as much as it does at. pn,..-

l-w-w fent in L

; where no hﬂﬂk notes are iffued
under ten paunds value; five pounds being, i ,’ |
moft parts of the kingdom, a fom which, hoagh
it pnll purchafe, perhaps, ligtle more than half'
the quantity of goods, is as much confidéred,
nn¢ is. as, feldmn fpent ra&l at on«r:e, as tén
.-pounds are amid(t the profufc expence ot' Lonw
don.

Wazre paper mancy, it is to be obfcﬂcd, is
pretty much confined to the circulation between
dealers and dealers, as ac London, there is. alwaps
plenty of gold and filyer. - Where it extends it-
Ielf fo a confiderable part of the circulation be-
tween dedtt'l‘s and confumers, as: in| Samlum'{, and |-
fHill ‘more in North America, it baniihes ‘gold
and filver almoft entively from the cmmrry 5 ale
moftiall the ordinary tranfaltions of ‘ifs intetior
commerce: being thus carried on by papet. " The
Aoppeefion of ten ard five fhilling bank notes,
forncwhat relieved. the fearcity of gold and fiver
inSeotland,; and the fuppreﬂ'ion of twenty, ﬂuh :
ling/Hotes, would pmbably relieve it fLill more,
Thofe metals are faid to' hive ‘became more
abindant. in America, fince the fuppreffion of
foaie of cheir paper currencies,  They'are faid,
Lk mnfq, t0 have bedn more abundant before ﬁ'ie
1iflisation of thofe currencies, - -

( T#ovan paper money: fhould be preny mﬂch
confined to the circulation betweéen dealers and
‘dealebs, 'yer hinks and. bankers miohe {1 be
ablc to give nearly the famc iffiffance ta chen-

! duftry
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du‘[{:ﬁi iﬂﬂ'cdh‘m}e‘f‘ce of the caﬂntl‘p, a8 they Had, <o "‘“’ %l
don¢ when' paper money filled almoft’ the whole --ﬁ-q-wﬂ
circulation. / The ready money which a dealer is .
obliged to‘!c’eep by him, fot anfwering occafional
demands, is ‘deftined altogether for ‘the circula-

tion between himfelf dand ol‘.hcr dealers, of whom

he buys’goods. He has no occafion ta keep

any by hitn ‘for the' ‘circulition’ bétween himfelf

and the cénfumers, who are his cuftomers, and

who bring ready money to him, inftead of fak-
ing any from him.  Though no paper Honey,
t}icrefore, ‘was allowed to be iued, but for fuch
fums as would confine it pretry ‘mich to the'cir-

culation between dealers and dealers ;. yer, pmly

by difcounting real bills of exchan ¢, and partly

lmdixfg' upon cafh accounts, bunks anc

bankcrs ‘might &ill be able to-relieve the greater

art of thofe dealers from the' neceflity of keep-

ing any confiderable part of their ftock by cher,
unemploytd andl in feady money, forantwering
occafional demands. -~ They mizhe ftill be able

to give the urmoft affiftance ‘which banks and
bankers can, with pmpnery, gwc to traders of

c'very kind.

Toirettrain prwite people; it majf bc faid,
from rectiving in payment the pmmtﬂbry notes
of a banker, for any funy whesher gréar of fmall,
when ‘they themfelves: arenwilling: to receive
them 5. o, to feftrain a-banker from ifluing fuch
nutes, wlen allihis neighboars ae willing to
;tccptaf them, 15" 2 manifelt’ viglation of thar -
natural* hberty which itiis the proper bufinefs of

law,
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B OO K law, not to infringe, (but to fupport. |‘Such e
| \iyes puldtions ‘may, no ‘doubt, be'confidered as in
; fome ‘relped a violation of natural liberty. But
thofe exertions of theatural liberty of & few i
dividuals, which might endanger the fecurity of
the whole fociety, are, and ought to be, re-
firained by the laivs of all govérnmenes; of the
fibft free, as well as of the ‘moit defpotical.
The obligation of building party walls, in order
to prevent the cotmmunication-of fire, lis a viola-
tion of natural liberty, exactly of the fame kind
with the regulations of the banking trade which
are here propofed. iR LT n g
A paper money confifting in bank notes, iffied
by people of undoubted credit, payable upon
demand without any condition, and 'in’ falt‘al-
ways readily paid, as foon as prefented, is, in
every refpedt, equal in value to gold and filver
money; fince gold and {ilver money can at'any
tinsé be had for it. - Whatever is cither bought
or fold for fuch paper, mult necefarily be bought
or fold as cheap as it couvld have been for gold
and flver. L v rorty 4
Tt increale of paper money, it has been faid,
by augrenting the quaatity, ‘and confequently
ditminifhing the value of the whole currency,
weceflarily augments the 'money price of com-
modities. But as the quantity of gold and filver,
which 'is taken from the currency, is alwiys
equal to the quantity of paper which is added to
it, paper moncy does not neceffarily increafe the
quantity of ‘the whole ‘currency. ' From the be-
o : ginning




.g;nqa;g,g)f tl:;c‘,la't £ENTHTY L0 thc p1crcnr, time,
p;ov‘;ﬁgns mever, were cheaper in bcotlm;ld than
759, :hoagh” from the circulation of fen
apd, five fhilling bm_k Dotes, | thcrc was then
morg paper, moneyiin, the country thanLat pre-
fent. 1. The propertion bq::wccn the price. of pro-
viﬁons in Scotland and chat in England, is the
fame, now s, befqrc the great mulnphcmon
of] han'klrpg compames inScotland.  Cern . is,
‘upon moft gccafions, fully as cheap in, .Engjaml
as in;France; though there is a great’ deal of
paper money in }mgland, .and fearce any , in
France. In 1751 andin 1752, when 'Vlr. Hume
r-puhh!hcd his, Pglmcml 1,',)117:011‘112'5.L and fqon a&cr
the greas, multiplication of paper, maney. in. Scor-
lm‘td1 there was a very, fenﬁblc rife in the price
of prov;l,mms, owmg,,pmhxblv, to the badnefs
of the feafons, and mot to the mul;:phx:atmn of
papcr money. P

Iz would bc mherwﬂe, indeed, wzth al papcr
mp:gey eonfilting in promiflory, notes, of which
sthe, immediate payment depended, in any re-
fpe& either upon. the good will of thofe who
ifiyed them; or upon a condition which . the
_holder of the notes might 1 not always have it in
his power to fulfil ; ;or of which cthe payment was
not. cx;gnblc till, aitcr a g:ertam number of years,
-aqd yvlguch‘ in thc MIEan time borc no mt.crcft
Such a paper money would, no douht, fall, more
or, lcfs below the value of gold and filver, ac-
._cordmg as, thc dmﬁiculry .or uncertainty of obtam—

iy greatﬁl"
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RO O K greater or lefs; or according to the greater or
Sy lefs diftance ot' time at wluch payment was exi-
glb]c
SoMe years ago thc dlﬂ’crcnt bankmg com-
pamcs of Scotland were in the practice of infert-
ing into their bank notes, what they callcd an
Qptiopal Claufe, by which they, promifed pay-
ment to the bearer, elthcr as foon ah the note
fhould be prefented, or, in the option of the
direCtors, fix months after fuch prcfenfmcnt, to-
gether with the legal intereft for the faid fix
months. The directors of fome of thofe banks
fometimes took advantage of 'this o tional claufe,
and fometimes threatened thofe w%no demanded
gold 'and’ filver in cxchangc for a conf' dcrabfe
nutiber of their notes, ‘that they would take ad-
vantage of it, unlefs fuch demanders would content
themfelves with a part of what they demanded,
“The promiffory notes of thofe banking com-
panics conftituted at that time the far greater
part of the currency of Scotland, which chis un-
certainty of payment neceffarily degraﬂed below
the value of gold and filver money. During the
continvunce of this abufé' (which' reviiled
chzeﬂjjr in 1762, 1763, and 1964), whan the ex-
changg between London ard Carliflé was at par,
“that' bctwcen London and Dumfries would fbx‘nc-
timtes be four per eent, again® Dumfries, thou
this town is Aot t'furry mllcs diftant. from Carlifle.
But at’ Carlifle, bills were paid, in gvo!d and ﬁ]ﬁ-
“ver; whereas af Dumifries thcy wefe Balﬂ n
“Stotgh bank notes, and the’ unc:mmry of gét.
L ting
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ting thofe bink notes exthanged for gol;l and © “ “ Pa s
filver ‘coin had thus dcgraded ther four per cent, v...-..,-....-
below the value of that coin. The fame aét of
parliament whnch fuppreffed ten'and fve fhilling
bank notes, Mupprefled Tikewife this 'optional
cla'ufc and thereby reftored the exchange be-
tween England and Scotland to its natural rate,
or to what the courfe of trade and FeMICCARCES
might happm to make it. | © :

In the paper currencies of Y or‘nﬂnrr, thc
payment of fo fmall a fum ‘as a fixpence fome-
times depcnded upon the condition that the
'hoidcr of the note fhould bring the change of 2
guinea to the perfon who iffued ir; a condition,
w!nch the holders of fuch notes might, frequently
find it very difficule to fulfil, and which muft
have degraded this currency below the value of
gold and filyer money. An a& of parliament,
accordingly, declared all fuch claufes unlawful,
and fupprefled, in the fame manner as in Scot-
land, all promificry notes, payable to the bearcr,
under twenty thillings value.

Tue papcr currencies of North America con-

_ ftﬁed not in bank notes payable to the bearer

on demand, but in a government paper, of which

the payment was not exigible il feveral years
after it was iffued; And though the colony go-
vernments paid no mtcrq& 0 the holders of this
paper, they declared it to bc, and in fact rene
dered it, a.legal tender of payment for, the full
valve for which it was iffued.  But allowing the.
colony fecurity to be perfelly good, a hundred

pounds
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B é_'!-'aé' K pounds pﬁablé'ﬁ'&wﬁ'yfcaﬁs hehce, for example,

e~ in a country where intereft is ar fix per cedt) 79

worth fittle more than forty pounds réady money,
'To oblige a creditor; therefore, to accept of this
as foll ‘payment for a debe of @ hundred’ poundy
actually paid down in' ready mianeyy was an ak
of ifuch'violent injuftice, as has fearce; perhaps;
been attempted by the government of any other
country which pretended to. be free, /It béars
the evident marks of having originally  been,
what the honeft and downright Doctor Douglas
affures us it was, afcheme of fraudulent debrors |
to cheat their creditors. The igoyernment of
Penfylvania, indeed, pretended, upon their firft
emiffion of paper NONeY; in 1722 to:render
their paper of equal value with. gold and filver;
by enacting penalties-againtt all thofé who made
any difference. in the, price of their goods when
they. fold them for a colony paper, and when
they fold them for gold and filver a regulation
cqually tyrannical, but much lefs effeétual than
that which it was meant to fupport. A pofitive
law may render a fhilling a legal ténder for a
guinea; - becaufe it may .diredt ‘the .courts of
Juftice co difcharge the debtor who has made: that
tender. . But no pofitive law can oblige a perfon
who fells ‘goods, and wha is av liberty-to; fell .op

Rt to fell, as he:pleales, ‘to acceptof, a thilling

4 equivalent to a guinea in the price of them,
Notwithflanding any regulation of : this kind, it
appeared by the courfe of exchange with Greag
Ecitain,, that a hundred pounds fterling was oc-

cafiopally
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caflonally confidered asmqmvalmt, in fome of © HA®
:he;oolom?s; ‘to a hundred: and thirty pounds, s st

and .in’ others to {0 great a fum. as cleven hun-
dred); pwud,s currenay s this difference in the
valye arifing from-the difference in the quan-
rity of > ‘paper, emitted in the different colonies;
and in. the diftance and probability of the term
of its final difcharge and redemption.

No Taw, ‘therefore; could be mora cquttablc
than ' the (aé of parliament, fo unjuftlycom-
plained! of " in’ the ~colonies, which' declared
that no paper’ currency 10 be emitted: there lin
time coming, fhoulv.l be legal tender uf pa}—
ment. i)

Pzﬂsuvnma\was alwmy‘s more moaervc hits
emiffions of ‘paper money than any other of our
colonies.  Tts paper currency accordingly is faid
never to have funk below the value of the gold and
filver which was current in the colonv before‘the
firft emiffion ‘of its paper money.  Before that
emiffion)'the colony had raiféd the denomination
of 'its coin, and had, by aé¥ of affembly, arder-
ed five fhillings fterlingito pals in the colony for
fix and three-pence, ‘and afrerwards for fix' and
- eight=pence.. A'pound colony currency; there~
fore; evéa when that corrency was' gold ‘and
filver; - was more than thirty, per cent: below the
value'of ‘a’ pound ftezr]mg, and ‘when ‘thar curs
réncy was’ turned ' into  paper, ‘it 'was feldom
much’ more than ‘thirty per cent: below that va-

Jue. - Phe' pretence for raifing the derominas -
tion of ‘the eoin, ‘was to prevcm the exportation

ekl cicstin 5 Of
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B0 9K of gold and filver, by making equal quantities

u—v-..a of thole metals pafs for greater fums in  the
colony than they did in the mother country. ' It
was found, however, that the price of all goods
from the mother country rofe. exactly in propor-
tion as they raifed the denomination of their
coin, fo thar their gold and filver were exported
as falt as ever,

Tae paper of each colony being rccewcd in
the payment of the provincial taxes, for the
full value for which it. had been. iffued, it ne-
ceflarily derived from  this ufc, fome additlopal
value, over and above what it would have hady
fiom the real or fuppofed diftance of the term
of its final difcharge and redemption. . TFhis
additional value was greater or lefs, according
as the quantity of paper ifflued was more or
lefs above what could be employed in the pay-
ment of the taxes of the particular colony which
iffued it. . It was in all the colonies very much
above what could be employed in this manner.

A privee, who fhould enadt that a certain
proportion of his taxes fhould be paid in a paper
money of a certain kind, might chereby give a
certain value to this paper money; even though, .
the term of its final difcharge and redemption
fhould depend altogether upen the will of the
prince.  1f the bank which iffued this paper
was carcful to kegp the, quantity of it always,
fomewhat_below what could eafily be employed.
in this manner; the demand for it might be fuch
as to make it even bear a premiam,ior fell for:

I _ Jomewhat
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fornewhat more in the market than the' quan-
ity of 'go
iffued, Some people account in this manner for

what is called the Agio of the bank of Amfter-'
dam, or for the fuperiority of bank money over’

current ‘money ; though this bank money, ag

they pretend, canrot be taken out of the bark at’
the will of the owner. The greater part of”

foreigh bills of exchange muft be paid in bank
money, that is, by a transfer in’ the books'of the

bank ; and the direétors of the bank, they al-*
lege, are careful to keep the whole quantity

of bank money always below what this' ufe

occafions a demand for. It is upon this ac--

count, they fay, that bank money fells for a
premium, or bears an agio of four or five per
cent. above the' fame nominal fum of the gold
and filver currency of thé country. This account

“or filver' currency for which it was”
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of the bank of Amfterdam, however, it will'
appear hereafter, is in a great meafure chi-

merical,

A pAPER currency whlch falls ' below the value
of gold and filver coin, does not thereby fink”

the value of ‘thofe merals, or occafion equal
quantities of them to exchange for a fmaller
quantity of goods of any other kind. The pro-
portion bétween the value of golcl and filver and
that of goods of any other kind, depends in all
cafes, not upon the nature or quantity of any
particular paper money, which may be current
in any particular country, but upon the richnefs
or poverty of the mines, which happen at any
B Kk particular
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;i _j ‘de-
“'pends upon: tha propmmn betw antity
of labour which is-neceflary iin order m. ring a
‘certain quantity of gold and filver to market,
and that which is neceflary in order to bring
“thither a ccrr.ain quantaty af a,ny orhen fm of
goodsr ¥
Iv bankers are reftrained from 1ﬂ‘umg any cir-
‘culatmg bank notes, or notes payable to the
bearer, for lefs than a certain fum; and if they,
are {ubjeéted to the obligation of an immediate
and unconditional payment of fuch bank notes
as foon as prefented, their trade may, with fafery,
to the publick, be rendered in all other refpeéts
perfedly free, The late multiplication of bapk-
ing gompanies in both parts of the united
kingdom, an event by which many people have
been much alarmed, inftead of diminifbing, in-
creafes. the fecurity of the publick. It obliges.
all of them to be more circumfpeét in their
condud, and, by not extending their currency
beyond its due propartion to. their cafh, to guard
themfelves againft thofe malicious runs, which
the rivalthip of fo many competitors is always
ready to bring upon them. It reftrains the cirs
cvlation of each particular company within a
narrower circle, and reduces their circulating
notes to a fmaller number. By dividing the
whole circulation into a greater number of parts,
the failure of any one company, an accident
which, in the courfe of things, muft fometimes

-

2 happen,
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“happen,. becomes: of . lefs, confequence to the © B AP,
publick, 1T his free competition £00 obliges all ymmpmms
“bankers tg be more liberal in their dealings with

. their cuftomers, loft their rivals fhould earry them

away« Ingeneral, if any. branch of trade; or-any
_divifion of labour, be advantageous to the pub-

lick, the freer. and . mare general, the, com-~

petition, it will always be the more fo, .

R
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