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CHAP.XI.
Prices of the Quarter o f  nine Bttfbels of the heft or 

higbeft priced Wheat at Windfor Market, on 
Lady-Day mid Michaelmas, from 159$ to 1764; 
both vulufive ; the Price i f  each Year being the 
medium between the higheji Prices of tbofe 'Two 

Market Days.

Years. £• s. i .  Years. £.  s. i .
ICQC, -— 2 0 0  1621, — I IO 4
,596, — 2 8 0  1622, — 2 18 8
* 5 9 7 * —  3  9 £  t6M  —  l  * *  °
1598, — 2 16 8 1624  ̂ — 2 ‘o o
1599, ~  M j |  3 I625, — 2 12 O
1600, — 1 17 8 1626, — 4 9 4
1601, — I 14 IO t0i'7> — I 16 O
1602, — 1 9 4  ,6 28, — 1 8 0
1607, — r 15 4 i 6 9̂> — 2 2 0
1604, — I 10 8 1630, — 2 15 *
1605, — I 15 10 163** — J x 0
1606, — 1 13 o 163a, — 2 13 4
1607, — 1 16 8 1633* —. 2 18 o
i6c8, — a 16 8 1634, — 2 16 o
ifica, — 2 10 O 1635, — 2 ,fi ®
1610, — i 15 10 16365 — 2 16 8
1611, -  1 18 3 ^
l 6 l 3, — 4 2 4 16)4° 0 0
1613, — 2 8 8 -  "
16.4, — a 1 8{ a *0 o
1615, — 1 18 8 '
1616, — 2 0 4
1617, — 2 8 8
i6t&, — a 6 8
1619, — 1 15 4
*620,  —  l 10 4  1

26) 5~4 O ~6 f
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tv o  0  K Wheat pci omrifr, Whsut per qmiter.
*•. , Years, £ , s. d. Years. £. s. d.

Brought over,? 9 14 16
1637, — 2 13 o 1671, — a a ■ O'
1638, — 2 17 4 1672, — 2 1 0
1639, — 2 4 10 1673, — '‘2 i> *
1640* f-"* 2 4  ̂ 1 b t fj 3 ^ 8
(641, — 2 8 0 1675, •£• 3 4 8
1642,\ , 0 o o 1676, — 1 I« o
1 6 4 3 4 0 O o 1677, — 2 2 0
1644J |  H i  |  o o o 1678, — a T9 o
1645,]; i l '•!* o o o 1679, — 3 0 0
1640, — 2 8 0  1680, — 2 5 0
1647, — 3 13 8 1681, — 2 6 8
1648, — 4 $ O 1682, — 2 4 0

• 1 (>.f y ,  —  ‘ 4 0 O  1 6 8 3 ,  —  . 2 6  o
1650, — 3 16 8 1684, — 2 4 0
1651, — 3 1 3 4  i 6«5» 2 6 8
1652, — 2 9 6  1686, — j 14 o
1653, — 1 15 6 1687, — 1 5 1
1654, — 1 6 0  1688, — 2 6 0
i 655» -  1 13 4 1689, — i 10 a
1656, — 2 3 0  1690, — 1 14 8
1657, — 2 6 8  1691, — 1 14 O
1658,.' — 3 5 0  1692, — 2 6 *8
1659, — 3 6 0  1693, — 3 7 8
1660, — a 16 6 1694, -— 3 4 0
1661, — 3 10 o 1695, — a 13 o
1662, — 3 1 4  o 1696, — 3 1 1  o
1663, — a 17 o 1697, — 3 0 0
1664, — a o 6 1698, — 3 8 4
1665, — 2 9 4  J699, — 3 4 0
1666, — J 16 O 1700, — 2 0 0
1667, — t 16 O *---------—
>668» — 2 0 0 60)153 1 8
1669, — 2 4 4 —I----- -------
1670, — 2 I 8 • 2 II 0 ’r

* — — -f*

Carryover, 79 14 10
—.. ... i

*( i ' :“*r ..
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Whets pet <)U»itef. WhcM per *«»fter. C A P.

Years. s, d. Years. £ . s. d.
tyoi,   • I 17 8 Brought over, 69  8 8
1 7 0 2 ,  —  1 9  6  1734 . —  1 1 8  * 0

j 7 o ] ,  —  1 «6 o  1735 . —  2 3 0

1 7 0 4 ,  —  a 6 6 1 7 3 6 , —  2 o, 4
1 7 0 5 ,  —  I 10  O 173 7 .  —  I >8 o
i 7 0 6 }  —  1 6 0  173«» —  1 15 6
1 7 0 7 ,  —  1 8 6  1739 * —  J i H  6

1708, —  2 1 6, 1 7 4 0 , —  2 to 8
1709, — 3 18 6 t 74 i, —- 2 6 8
1 7 1 0 ,  —  .3 1 8  o  ‘ 742 .  —  x 1 4  o

1 7 4 1 ,  ~  a  1 4  o  x?4 3» —  1 4  1 0

1.712, —  2 6 4  »744> —  i 4 10
1713,  —  a xi o  1745# —  1 7 6
1 7 1 4 ,  —  2 1 0  4  > 7 4 ^  —  1 * 9  0
1714# —  2 3 ot i74 7 » —  1 14 10
1 7 1 6 ,  —  2 8 0  1 7 4 8 ,  —  I 17 O

1717,  —  2 5 8 ' 7 4 9 , —  x 17 O
J7I*. —  I 18 10 1750, —  I 1 4 . 6
, 7 1 9 *  - , . 5 0  1 7 5 1 ,  -  n M
1720, —  I 17 0 1/52. “  2 I 10
1 7 2 1 ,  —  x 1 7  6  *75 .3* — 2 4 f

1 : 2 2 ,  —  1 1 6  o  1154* —  i  1 4  *

1 7 2 3 ,  —  1 1 4  8  1755 .  —  1 *3 ? »
I724> — X I 7 0 4756, — X § 3
1 7 1 5 ,  —  2  8  6  1757 ,  — 3 0 0
1 7 . 2 6 ,  . —  2  6  0  ' 1 7 5 8 ,  —  2 IO O

1 7 2 7 ,  —  .2 2  0 .  1759* * *9 I?7
1 7 2 8 ,  —  1 1 4  6  1 7 6 a ,  —  X 1 6  6

1 7 2 9 ,  —  2  6 I 0  i 76 l > ~  1 i °  3
j - j c , —  x 1 6  6  1 7 6 2 ,  —  1 1 9  o

1 7 3 . 1 ,  —  i  1 2 ' 1 0  1 7 %  —  3 0 9

1 7  3 2 ,  —  . 1 6 8  1 7 6 4 ,  *—  2  6  9

1713* —  1 8 4  ----------—*
/iJ* ----------  64)129 U 6
Carry over, 69 8 8 . -----*--------- *

------------  2  O C'Tx
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THE MATURE AND CAUSE S' OF

B O O K  Tfthut per n«»fl»r. Whe»t ptf n .iirltt.

Lui.-tl-uul*. Years. £ . s. d, Years. £ . s. d,
*731, — * 12 to 1741, — 2 6  8
1732, — 1 6 8  *742, — i 14 o
*7 3 3 . —* «. * 4  >743 . — * 4  10
*7.H» — * 18 to 1744, —- 1 4 to
173c, - 2 3 0  1745, — i 7 6
1736, — 2 0 4  1746, — t 19 o
*737, — 1 18 0 1747, — 1 14 10
1738, — 1 15 6 1748, — t 17 o
*739. 1 18 fi 1749, — 1 17 o
1 ’40, — 2 to  8 1750, — 1 ia  6

i o) t S i a  8 10)16 18 2
»4»«— • ..... ....— .— . 1 HU—.. .

i 17 31 t 13 9t
--------------  ------------- *.

; 1 . * ’■ Kl .-H* f“ i '*.3 ^  ‘'ieff 1
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B O O K  II.

O f the Nature, Accumulation, and Employ* 

ment o f Stock.

I N T R O D U C T I O N .

IN that rude Rate of fociety in which there is uttoaaa.̂  
no divifion of labour, in which exchanges are 1 y ' 

feldom made, and in which every man provides 
every thing for himfelf, it is not neceiTary that any 
ftock fhould be accumulated or ftored up before
hand in order to carry on the bufanefs of the 
fociety. Every man endeavours to fuppiy 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 Ikin 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 turf that axe neareft it.

But when the divifion of labour has once 
been thoroughly introduced, the produce of a 
man’s own labour can fuppiy 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 lame thing, with the price 
t>f the produce of his own. But this purchafe 

D d 4 cannot
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B °j»? K cannot be made till fuch time as the produce of 
»— /■—' bis own labour has not only been compleated, 

but fold. A flock of goods of different kinds, 
therefore, muff be flored up fomewhere fufficlent 
to maintain him, and to fupply him with the 
materials and tools of his work till fuch time, at 
lead, is both thefc events can be brought about..
A weaver cannot apply himfelf entirely to his pe
culiar bufinefs, unlefs there is beforehand ftored 
up fomewhere, either in his own poffeffion or in 
that of Ionic other, perfon, a flock fufficient to main
tain him, and to fupply him with the .materials 
and tools of ins work, rill he has not only coin- 
plcated, but fold his web. This accumulation 
murt, evidently, be previous to his applying his 
Jndur.ry for lb long a time to luch a peculiar 
bufinefs.

As the accumulation of flock muff, in the na
ture of things, be previous to the divifion of la
bour, fo labour can be more and more fubdivid- 
ed in proportion only as flock’is previouffy more 
and more accumulated. The quantity of ma
terials which the fame number of people can 
work up, increafcs in a great proportion as la
bour comes to be more and more fubdiyided* and 
ag the operations of each workman are gradually 
reduced to a greater degree of fimpUcity, a va~ 
nety of new machines come tq be invented fop 
facilitating anti abridging thofe operations. As 
the divifion of labour advances, therefore, in 
order to give conffunt employment to an equal 
number of workmen, an equal flock of provi- 
ftons  ̂ and a greater flock qf  materials and tools

thap



than what would have been neceffary in a Wider 
flue of things, nwft be accumulated before
hand. But the number of workmen in every 
branch of bMneft generally increafes with the 
divifion of labour in that branch, or rather it is 
the in create of their number which enables them 
to dais and fttbdivide themfelves in this manner.

As the accumulation of ftock is previcWfly 
neceffary for carrying on this great improve
ment irt the productive powers of labour, fo that 
accumulation naturally leads to this improve
ment. The perfon who employs his ftock in 
maintaining labour, neccffarily wilhes to employ 
it in fuch a manner as co produce as great a 
quantity of work as poffible. He endeavours, 
Therefore, both to make among his workmen the 
molt proper diftribution of employment, and to 
furnrfh them with the belt machines which he 
can either invent dr afford to purchafe. His 
abilities in both thefe refpefts are generally in 
proportion to the extent of his ftock, or to the 
number of people whom it can.employ. The 
quantity of induftry, therefore, not only increafes 
in every country with the increafe ot the flock 
which employs it, but, in confeqftence of that 
increafe, the fame quantity of induftry produces 
a much greater quantity of work.

Such are in general the effeefs of the increafe 
of ftock upon induftry and its produftive powers,

In the following book 1 have endeavoured 
t-rexpldin the nature of ftock, the effe&s of its 
accumulation into capitals of different kinds, 
and the effect* of the different employments of

thofc
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« 0 0  k. tjJ0j*e c ap i r .a] 3, This book is divided into five 
v -w  chapters. In the firft chapter, I have endea- 

vourcd to fliow what are the different parts or 
branches into which the flock, either of an in
dividual, or of a great fociety, naturally divides 
itfelf. In the fecond, I have endeavoured to ex
plain the nature and operation of money con- 
fidert J as a particular branch of the general 
flock of the fociety. The flock which is accu
mulated into a capital, may either be employed 
by the perfon to whom It belongs, or it may be 
lent to fome other perfon. In the third and 
fourth chapters, I have endeavoured to examine 
the manner in which it operates in both thefe 
fituations. The fifth and laid chapter treats of 
the different effects which the different employ
ments of capital immediately produce upon the 
quantity both of national induftry, and of the 
annual produce of land and labour,

»—-*— ---- -------- -------r— ------*—■——------------- -

C H A P .  I,

O f the Divifion of Stocky

WH E N  the flock which a man poffeflcs is  

no more than fufficient to maintain him 
for a few days of a few weeks, he feldom thinks 

of deriving any revenue from it. He eonfumes 
it as fparingly as he can, and endeavours by his 
labour to acquire fomething which may fuppiy 
its place before it be confumed. altogether. His

revenue;
f. # ■
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revenue is, in this cafe, derived from his labour c n  A v~ 
only. This is the date of the greater part of the w«y— < 
labouring poor in all countries.

But when he poflefles ftock fufficient to main
tain him for months or years, he naturally endea
vours to  derive a revenue from the greater part 
of itj  referving only lb much for his immediate 
confumption as may maintain him till this re
venue begins to come in. His whole ftock, 
therefore, is diftinguiihed into two parts. That 
part "which, he expedts, is to afford him this re
venue, is called his Capital, The other is that 
which fupplies his immediate confumption; and 
which confifts either, firft, in that portion of his 
whole ftock which was originally referred for 
thispurpofej or. fecondly, in his revenue, from 
whatever fource derived, as it gradually comes 
in j or, thirdly, in fuch things as had been pur,- 
chafed by either of thefe in former years, and 
which are not yet entirely confumed; fuch as a 
ftock of cloaths, houfehold furniture, and the 
like. In one, or other, or all of thefe three 
articles, confifts the ftock which men commonly 
peferve for their own immediate confumption.

T here are two different ways in which a capi
tal may be employed fo as to yield a revenue or 
profit to its employer.

F irst, it maybe employed in raifing, mamw 
f.fturing, or purchasing goods, and felling them 
again with a profit. The capital employed in 
this manner yields no revenue or profit to its 
employer, while it either remains in his poffeftlon, 
or continues in the fame fliape. The goods of the

merchant
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» o Q k. merchant yield him no revenue or profit rill he
___—-i jfeiU them for money, and the money yields him

as little till it is again exchanged for goods. His 
capital is continually going from him in one 
fhape, and returning to him in another, and it is 
only by means of fuch. circulation, or fucceffive 
exchanges, that it can yield him any profit. 
Such espi als, therefore, may very properly be 
called circulating capitals.

S e c o n d l y , it may b e  employed in the im
provement of land, in the purchafe of Ofefui 
machines and inftruments of trade, or in fuch- 
like things as yield a revenue or profit without 
changing mailers, or circulating any further. 
Such capitals, therefore, may very properly be 
called fixed capitals.

D itkerent occupations require very different 
proportions between the fixed add circulating 
capital, employed in them.

T he capital of a merchant, for example, is al
together a circulating capital. H e has occafion 
for no machines or inftruments of trade, unleis 
his fliop, or warehoufe, be confdered as fuch.

Some pare of the capital of every mailer arti
ficer or manufacturer muff be fixed in the inftru
ments of his trade. This part, however, is very 
fmall in fume, and very great in others. A 
mailer taylor requires no other inftruments of 
trade but a parcel of needles. Thofe of the 
mailer fhoetmker arc a little, though but a very 
little, more expenftve. Thofe of the weaver rife 
a good deal above thofe of the fhocmaker. The 
far greater part of the capital of all fuch mailer

artificers,
*



artificers, however, is circulated, either in the c a  a p . 
wages of their workmen, or in the price o f their •
materials, and repaid with a profit by the price 
o f the work.

I n other works a much greater fixed capital is 
required. In a great iron-work, for example, 
the furnace for melting the ore, the forge, the 
flitt-mill, are tnftruments of trade which cannot 
be erected without a very great expence. In 
coal-works and mines of every kind, the machi
nery needfary both lor drawing out the water 
and for other purpofes, is frequently ftill more 
expenfive.

T hat part of the capital of the farmer which 
is employed in tlse i nil run sent; of agriculture is 
a fixed} that which is employed in the wages 
and maintenance of his labouring fervants, j |  a 
circulating capital. He makes a profit of the 
one by keeping it in his own poHefiion, and of 
the other by parting with it. The price or value 
of his labouring cattle is a fixed capital in the 
fame manner as that of the inltrumenrs of hus
bandry: Their maintenance is a circulating ca
pital in the fame manner as that of the labour
ing fervants. The farmer makes his profit by 
keeping the labouring cattle, and by parting 
with their maintenance. Both the price anti 
the maintenance of the cattle which are bought 
in and fattened, not for labour, but for file, are 
a circulating capital. The farmer makes his 
profit by parting with them. A flock of fhcep 
or a herd of cattle that, in a breeding country, 
is bought in, neither for labour, nor for file,

but
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b o o k  }jy£ in order to make a profit by their wool, by 
t  “• ■ their milk, and by their inornate, is a fixed capital.

The profit is made by keeping them, I neir main
tenance is a circulating capital. I he profit is made 
by parting with i t ; and it comes back with both 
its own profit, and the profit upon the whole price 
of the cattle, in the price of the wool, the milk, 
and the increafe. The 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 mailers, and the re
fore does not properly circulate. The farmer 
makes his profit, not by its tale, but by its increafe.

T u t  general ftock of any country or fociety is 
the fame with that of all its inhabitants or mem
bers, and therefore naturally divides ttlelf into 
the fame three portions, each of which has a dif- 
tind  fundion or office.

T he Firft, is that portion which is referred 
for immediate confuruption, and of which the 
t:h ra&eriftick is, that it affords no revenue or 
profit. It confifts in the ftock of food, deaths, 
houfehoki furniture, &c. which have been pur- 
chaled by their proper confumers, but which are 
not yet entirely confumed. The whole ftock of 
mere dwdling-houies too fubfifting at any one 
time in the country, make a part of this firft por
tion. The ftock that is laid out in a houfe, if 
ir is to be the dwelling-houfe of the proprietor, 
ceafcs from that moment to ferve in the fundion of 
a capital, or ro afford any revenue to its owner. 
A dwelling-houfe, as fuch, contributes nothing 
to the revenue of its inhabitant j and though it

is,



is, no dotibt, extremely ufeful to him, it is as his c 11 ,A p' 
cloaths and houfchold furniture are ufeftll to him, v—- * 
which', however, make a part of his expence, and 
not of his revenue. If it is to be lett to a tenant 
for rent, as the houfe itfelf can produce nothing, 
the tenant muft always pay the rent out of feme 
other revenue which he derives either from la
bour, or dock, or land. Though a houfe, 
therefore, may yield a revenue to its proprietor, 
and thereby ferve in the function of a capital to 
him, it cannot yield any to the publick, nor 
ferve in the fu nitron of a capital to it, and the 
revenue of the whole body of the people can 
never be in the fmaileft degree increafed by it.
Cloaths, and houfehold furniture, in the fame 
manner, fometimes yield a revenue, and thereby 
ferve in the function of a capital to particular 
perfons. In countries where mafquerades are 
common, ic is a trade to let out mafquerade 
drefles for a night. Upholfterers frequently lett 
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 furniihed 
houfes, and get a rent, not only for the ufe of 
the houfe, but for that of th ; furniture. The 
revenue, however, which is derived from fuch 
things, muft always be ultimately drawn from 
fome other fource of revenue. O f all parts of 
the dock, either of an individual, or of a fociety, 
referved for immediate confumption, what is 
laid out in houfes is moil slowly confumed. A 
ftock of cloaths may laft feveral years: a ftock 
of furniture half a century or a century: but a 

4  ftock
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* o o k fl-ock o H io u fe , well' built and properly tafcea 
w J.’’—» car,- of; may laft m'anjf centuries. Though th« 

pcii..ci of their tot i eonfttmption, however, is 
more diilant, they are ftili as really a flock re
ferred for immediate coniprnption as either 
eloarhs or houfehold .furniture.

T kb Second of the three portions into which 
the general flock of thef {octet/ divides itfelf, is 
the fixed capital; of which the chara&< riftick is, 
that it affords a revenue -or profit without c ircu
lating or changing mailers. It confifts chiefly , 
of the four following articles :

F irst, of all ufeful machines and inftrumenrs 
of trade which facilitate and abridge labour : 

Secondly, o f all thofe profitable buildings 
-which art* the means of procuring a revenue, not 
only to their proprietor who k m  them for a rent, 
blfc to the perfon who poffeffes them and pays that 
rent for them; fuch as fhops, warehoufes, work- 
loufes, farmhoufes, with all their necdury build
ings; (tables, granaries, &c. Thefc are very 
different from mere dwelling honifcs. They arc 
a fort of inftruments of trade, and may be con- 
fidered in the fame tigh t:

T h i r d l y ,  o f  t h e  i m p r o v e m e n t s  o f  l a n d ,  of 
w h a t  h a s  b e e n  p r o f i t a b l y  l a i d  o u t  i n  c l e a r i n g ,  

d r a i n i n g ,  e n c l o f m g ,  m a n u r i n g ,  a n d  r e d u c i n g  it 
i n t o  t h e  c o n d i t i o n  m o i l  p r o p e r  f o r  t i l l a g e  a n d  

c u l t u r e .  An i m p r o v e d  f a r m  m a y  v e r y  j u f t l y  be 
r e g a r d e d  i n  t h e  fame l i g h t  a s  t h o f e  u f e f u l  m a 

c h i n e s  w h i c h  f a c i l i t a t e  a n d  a b r i d g e  labour, '  a n d  

by m e a n s  o f  which, a h  e q u a l  c i r c u l a t i n g  c a p i t a l  

c a n  a f f o r d  a  m u c h  g r e a t e r  r e v e n u e  t o  i t s  a n -  
- pi oyer.

*



ployer. A n  .unproved farm is equally advail- c 11 *? ‘ ' 
tageous and more durable than any of thofc rna- v - v - ^  
chines, frequently requiring no other repairs 
than the moft profitable application of the 
farmer’s capital employed in cultivating it:

F o u r t h l y , o f  the a c q u i r e d  and ufcful abilities 
o f  all the inhabitants or members of the f o c i e t y .

The acquifition of fuch talents, by the main
tenance of the acquirer during his education, 
ftudy, or apprenticdhip, always colts a real ex
pence, which is a capital fixed and realized, as 
it were, in his perfon. Thofe talents, as they 
make a part of his fortune, fo do they likcwjfc of 
that of the fociety to which he belongs. The 
improved dexterity of a workman may be con- 
lidered in the fame light as a machine or mitru- 
ment of trade which facilitates and abridges 
labour, and which, though it cofts a certain ex- 
pence, repays that expence with a profit.

T he third and luft of the three portions into 
which the general flock of the fociety naturally 
divides itfelf, is the circulating capital* of which 
the chara&cr: flick is, that it affords a revenue 
only by circulating or changing matters. I t  is 
compafed likevvife of lour parts:

F irst, of the money by means of which all 
the other three are circulated and diftributed to 
their proper confumers :

Secondly, of the flock of provifions which are 
in the pofieffion of the butcher, the grazier, the 
fanner, the corn-merchant, the brewer, Sec. and 
from the fate of which they exped to derive a 
profit:

V o i. f .  E  e  T hirdly ,  ,

Vk <SL
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b o o  k T hirdly, of the materials, whether altogether 
w y l—,i rude, or more or lefs manufactured, of cloaths, 

furniture, and building, which are not yet made 
up into any of thole three fhapcs, but which 
remain in the hands of the growers, the manu
facturers, the mercers and drapers, the timber- 
merchants, the carpenters and joiners, the brick- 
makers, Sic.

F ourthly, and laftly, of the work which is 
made up and compleated, but which is (till in 
the hands of the merchant or manufacturer, and 
noi yet difpofcd of or diftributed to the. proper 
eonfumers j Inch as the finifhed work which wc 
frequently find ready-made in the fhops of the 
1'mith, the cabinet-maker, the goldfmith, the 
jeweller, the china-merchant, &c. The circu
lating capital confifts in this manner, of the 
provifions, materials, and finifhed work of all 
kinds that are in the hands of their refpe&ive 
dealers, and of the money that is necefiary for 
Circulating* and diftributing them to thofe who 
are finally to ufe, or to confume them.

Of thefe four parts three, provifions, mate
rials, and finifhed work, are, either annually, or 
jn a longer or fhorter period, regularly with
drawn from it, and placed either in the fixed ca
pital or in the ftock referred for immediate con- 
fumption.

E very fixed capital is both originally derived 
from, and requires to be continually Supported 
by a circulating capital. All ufeful machines 
and inftruments of trade are originally derived 
from a circulating capital, which furnifhes the

materials
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materials of which they are made*and the mam- 0 \ A p- 
tenance of the workmen who make them* i hey w -v - —> 
require too a capital of the fame kind to ktxp 
them in conftant repair.

No fixed capital can yield any revenue but by 
means of a circulating capital. The moil u le fu l  
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 without a circulating capital, which 
maintains the labourers who cultivate and col left 
its produce*

To maintain and augment the ftock which 
may be referred for immediate confumption, is 
the foie end and purpofe both of the fixed and 
circulating capitals. It is this ftock which 
feeds, cloaths, and lodges the people. Their 
riches or poverty depends upon the abundant or 
{paring fupplies which thofc two capitals cah af
ford to the ftock referved for immediate con
fumption.

So great a part of the circulating capital 
being continually withdrawn from it, in order to 
be placed in the other two branches of the ge
neral ftock of the fociety j it muft in its turn 
require continual fupplies, without which it 
would foon ceafe to exift. 1 hefe fupplies are 
principally drawn from three fources, the pro
duce o f  land, of mines, and of frlheries. Fh«fe 
afford continual fupplies of proviftons and ma
terials* of which part is afterwards wrought up

E e a ‘ * inta •

x . ... "iwy



THE NATURE A m ,  CAUSES & F  U ^ L

B ° (IrT K into ftnifhed work, and by which are replaced
v-—r—i the provilions, materials, and finilhed work con

tinually withdrawn from the circulating capital.
From mines too is drawn what is neccffary for 
maintaining and augmenting that part of it 
which confdts in money. Foi though, in the 
ordinary courfe of bufinefs,. this part is not, like 
• he other three, rreceflarily withdrawn from it» in 
order to be placed in the other two branches of 
the general dock of the fociety, it mud, how
ever, like all other things* be wafted and worn 
out at lift! and fometimes too be either loft or 
fart abroad, and mud, therefore, require con
tinual, though, no doubt, much fmaller fup- 
plieS. •' '

L and,  mines, and friheiies, require all both a 
fixed and a circulating capital to cultivate thennj 
and their produce replaces with a profit, not 
only rhofe capitals, but all the others in the 
foeiety. Thus the farmer annually replaces to 
the manufa&urer the provifions which he had 
confunoed and the materials which he had 
wrought up the year before ; and the manu
facturer nolaces to the farmer the finifhed work 
which he had wafted and worn out in the fame 
tisne. 1 h»s is the real exchange that is annually 
made between thofe two orders of people, though 
k feldom happens that the rude produce of the 
one and the manufactured produce of the other, 
are diredly bartered for one another ; becaufe it 
lei dom happens that the farmer fells his corn 
and his cattle, his flax and his wool, to the very 
lame perion oi whom he ebufes to purchafe the

deaths,.



V\ / I

cloaths, furniture, and inftruments of trade c H, A p. 
which lie wants, f ie  fells,, therefore^, h is , rjadc v—r —< 
produce for money, with which he.can purchale,
•wherever it is to be had, the manufa6ture«l. pro
duce he has occafion for. Land even replaces, 
in part, at lead, the capitals with which fifberies 
and mines are cultivated. It is the produce of 
land which draws the fiih from the waters; and 
it is the produce o f the furface of the earth 
which extrads the minerals from its bowels,

T he produce of land, mines, and fisheries* 
when their natural fertility is equal, is in pro
portion to the extent and proper application of 
the capitals employed about them. When the 
capitals are equal and equally well applied, it is 
in proportion to their natural fertility.

I n all countries where there is tolerable fecu- 
rity, every man of common underftanding will 
endeavour to employ whatever dock he can 
command in procuring cither prelent enjoyment 
or future profit. If it is employed in procuring 
prefent enjoyment, it is a ftock referved for im 
mediate confumption. If  if is employed in pro
curing future profit^ it muft procure this profit 
cither by flaying with him, or by going from 
hifn. In the one cafe it is 3. fixed, jn the other 
it is a circulating capital, & man muft be per
fectly crazy who, where there is tolerable fecy- 
rity, does not employ all the ftock which he 
commands, whether it be his own or borrowed 
of other people, in fome one or other of thole 
three ways,

f( 1)1 . <SL
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B 0J(° K I n thofe unfortunate countries, indeed, where 
u—v-—> 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 fafcty, in cafe of their being threatened 
with any of thofe difallers to which they confider 
themfelves as at all times erepofed. This is faid 
to be a common pra&ice in Turkey, in Indoftan, 
and, I believe, in moft other governments of 
Afia, It farms to have been a common practice 
among our ancellars during rite violence of the 
feudal government, Treafure-trovc was in thofe 
times confide)ed as no contemptible part of the 
revenue of the greateft fovereigns in Europe. It 
confided in fuch treafure as was found concealed 
in the earth, and to which no particular perfon 
could prove any right. This was regarded in thofe 
times as fo important an objedt,. that it was al
ways confidered as belonging to the fovereigri, 
and neither to the finder nor to the proprietor of 
the land, unlefs the right 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 fpecsal 
claufe in the charter, were never luppofed to be 
comprehended in the general grant of the lands, 
though mines of lead, copper, tin, and coal 
were, as things of fnaller conlequence.

C H  A P.
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C H  A P. II.

O f Mofay cwftden’d  as a particular Branch of the 
g e n e r a l ' Stock of the Society, or of the Expence of 
m a i n t a i n i n g  the National Capital,

IT  has been fhewn in the firft Book, that the c H a r.
price of the greater part of commodities re- 

folvcs itfclf into three parts, of which one pays 
the wages of the labour, another the profits of 
the ftock, and a third the rent of the land which 
had been employed in producing and bringing 
them to market: that there are, indeed, feme 
Commodities of which the price is made up of 
two of thofe parts only, the wages of labour, and 
the profits of ftock : and a very few in which it 
confifts altogether in one, the wages of labour: 
but that the price of every commodity neceffa- 
rily refolves itfelf into fome one, or other, or all 
of rhefe three parts» every part of it which goes 
neither to rent nor to wages, being neceffarily 
profit to fomebody.

Since this is the cafe, it has been obferved, 
with regard to every particular commodity, 
taken feparately; it muft be lb with regard to 
all the commodities which compofc the whole 
annual produce of the land and labour of every 
country, taken complexly. J he 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

E e 4 thc
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B 0 Q k the country, cither as the wages of their labour,
'— *v—i the profits of their ftock, or the rent of their- 

land. ,
fcur though the whole value o f the annual 

produce o f the land and labour of every country 
is riuis divided among and conilitutes a revenue 
to its different inhabitants, yet as in the rent of a 
private ' ilate we dvdinsguilh between the grofs 
rent, and the neat rent, Jo may we like wife in 
the revenue of all the inhabitants of a great 
country. - 'uhaujiy" h j "Tr[i z1 m

-The grofs rent of a private eftate compre
hends whatever Is paid by tU  farmer j the neat 
rent, wltar remains free to the landlord, after de
ducting the expence of management, of repairs, 
and all other needfary charges $ or what, with
out hurting his educe, he can afford to place in 
his dock referred for immediate confunnption, or 
to fpend upon his table, equipage, the orna
ments pi his lioufe and furniture, his private en- 
loymcnts and, amufemervs. H is real wealth is 
in proportion, not to his grofs, but to his neac
/eptj. u , . s ,/,u i 4

T he grofs revenue of all the inhabitants o f  a 
great country, comprehends the whole anmral 
produce o f their land and labour : the neat rever 
rme, what remains f r a  to them after deducting 
thy ex pence of maintaining; firft, their fixed* 
and, fecondly, their circulating capital ; or what, 
withoyt encroaching upon their capital, they can 
place in their ftock referred for ini media, e con- 
lemption, or fpend upon their fubfiftence, con- 

and arn< dements. Tfieir real wealth
tOQ
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%po is is proportion,'^ not to their gjpfir, bbt to c KUA p* 
their neat revenue. oc’d m . s ‘it. cj&si _ ;. t ^ y . ^

T he whole expence of maintaining the 'fixed 
capital, muft evidendy.be excluded from the 
neat revenue of the fbciecy. Neither, the mate
rials nec.eifary for fupporcing their ufeful ma
chines and inftruments, of trade, their profitable 
buildings, &c. nor the produce of the. labour ne~ 
ceffary for fafhioning thofe materials into the 
proper form, can ever make any part of it. The 
price of that labour may indeed make a part of it j 
as the workmen fo employed may place the whole 
value of their wages m their {lock referved for 
immediate cpnfumption. But in other forts of 
labour, both the price and the produce go ro 
this itock, the price to that of the workmen, the 
prounce to that of other people, whofe fubfift- 
ence, convcniencies, and amufements, are aug
mented by the labour of thofe workmen.

T he intention of the fixed capital is to in
ert afe the pr< du&ive powers of labour, or to 
enable the fame number of labourers to perform 
* much greater quantity of work. In a farm 
where all the aeceffary buildings, fences, drains, 
communications, &c. are in the moft perfect 
good order, the fame number of labourers and 
labouring cattle will raife a much greater pro
duce, than in one of equal extent and equally 
good ground, but nor furmfhed with equal ccn~ 
vemenckii. In manufactures the fame number 
of hands, affifted with the beft machinery, will 
work up a much greater quantity of goods than 
with more imperfect imiruments of rrade. The 
expence ysrhic  ̂ is properly laid out upon a fixed

capital
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B "j,° K capital of any kind, is always repaid with great 
v—v —a profit, and incmifes the annual produce by a 

much greater value than that of the fupport 
which fueh improvements require. This fup
port, however, ftill requires a certain portion of 
that produce. A certain quantity of material.*:, 
and the labour of a certain number of workmen, 
both of which might have been immediately 
employed to augment the food, cloathing and 
lodging, the fubfiftence and conveniencies o f the 
fociety, are thus diverted to another employ
ment, highly advantageous indeed, but dill dif
ferent from this one. It is upon this account 
that all fueh improvements in mechanicks, as 
enable the fame number of workmen to perform 
an equal quantity of work, with cheaper and 
fmnpJer machinery than had been ufual before, 
are always regarded as advantageous to every 
fociety. A certain quantity of materials, and 
the labour of a certain number of workmen, 
which had before been employed in fupporting 
a more complex and expen five machinery, cart 
afterwards be applied to augment the quantity: 
of work which that or any other machinery is 
ufitful only for performing. The undertaker of 
fomc great mamtfa&ory who employs a thoufaud 
a-year in the maintenance of his machinery, if he 
can reduce this expence to five hundred, will na
turally employ the other five hundred in pur- 
chaiing an additional quantity of materials to be 
wrought up by an additional number of work
men. The quantity of that work, therefore, 
which his machinery was ufeful only for per
forming, will naturally be augmented, and with

7  «
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it all the advihtagc and conveftiency which the c H„A p* 
fdc ety can derive from that work.

T he expence of maintaining the fixed capital 
in a great country, may very .properly be com
pared to that of repairs in a private eftate. The 
expence of repairs may frequently be necef- 
fary for fupporting the produce of the eilate, and 
confequently both the grofs and the near, rent of 
the landlord. When by a more proper direction, 
however, it can be dnninifhed without occafion- 
ing any diminution of produce, the grofs rent 
remains ar kail tire fame as before, and the'neat 
rent is, necefiVily augmented.

But though the whole expence of maintaining 
the fixed capital is thus neceflarily excluded 
from the neat, revenue of the l'ociety, it is not the 
lame cafe with that of maintaining the circulat
ing capital. Of the four parts of which this 
latter capital is compofed, money, proviirons, 
materials, and finifhed work, the three iafit, it 
lias already been obierved, arc regularly with
drawn from it, and placed either in the fixed 
capital of the locietv, or in their itock reierved 
for immediate confumption. Whatever portion 
of thofe confirmable goods is not employed in 
maintaining the former, goes all to the latter, 
and makes a part of the neat revenue of the,fa 
ciety. The maintenance of thofe 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 neceifary 
for maintaining the fixed capital.

T hs
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b .o^q K T he circulating capital of a foctety is in this 
U v - w  refpedl different from that of an individual. 

That o f an individual is totally excluded from 
making any part of his neat revenue, which muft 
con fill altogether in his profits. But though the 
circulating capital of every individual makes a 
pan of that of the fociety to which he belongs, 
it is not upon that account totally excluded from 
making a part like wife of their neat revenue. 
Though the whole goods in a merchant’s (hop 
mpft by no mean., be placed in his own (lock 
referred for immediate confutoption, they may 
in that of other people, who, from a revenue de
rived from other funds, may regularly replace 
their value to him, together with its profits, 
without occafionipg, any diminution either of his 
capital or of theirs. ■ - ,

M oxsr, therefore, is the only part of the cir
culating capital of a fociety, of which the main
tenance can occafion any diminution in their 
neat revenue.

T he fixed capital, and that part of the circu
lating capital which con fills in money, fo far as 
they aft eel the revenue of the fociety, bear a very 
great refenr.blance to one another.

First, ;*s thofe machines and inftruments of 
trade, ficc. require a certain exprnec. firft to erefl. 
them, and afterwards to fupport them, both 
which cxpencesj though they mak' a part of the 
graft,'are deduftions from the neat revenue of 
the foctety 5 fo the (lock of money which circu
lates in any country muft require a certain ex- 
pertee, firft to colleft it, and afterwards to flip-'

port
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port, it, both which cxpenees;, though they make c r,uA p* 
a,ipart of the grofs, are, in the fame manner, de- u —v —̂  
dudions from the neat revenue of the lbdetv.
A certain quantity of very valuable materials, 
gold and filver, and of very curious labour, in- 
dead of augmenting the (lock referved for im
mediate confvrmption, the fubfiftence, convent’-. 
a ides, and amufements of individuals, is em
ployed in fupporting that great but ex pent! re 
inflrument of commerce, by means of which 
every individual in the fociety has his fubftft- 
ence, conveniencics, and arruifementr. regularly 
dirtri buted to him in their proper proportions.

Secondly, as the machines and infirumenn 
of trade, &cf which compofe the fixed capital 
either of an individual or of a fociety, make no 
part cither of the grofs or of the neat revenue nf 
either ; fo money, by means of which the whole 
revenue of the fociety is regularly diftnbr.red 
among all its different members, makes itfi 'f  no 
part of that revenue. The great wheel of circus- 
lation is altogether different from the gc* d.. 
which are circulated by means of.it. 'I he re
venue of the fociety confifts altogether in tnofe 
goods, and not in the wheel which circulates 
them. In computing either the grof or in: 
neat revenue of any fociety, we; muff always, 
from their whole annual circulation of money 
and goods, deduct the whole value of the money, 
of which not a fingle farthing can ever make any 
part of either.

I t is the ambiguity of language only which 
can make this proportion appear either doubtful

or
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» °J( 1 R or paradoxical. When properly explained and 
underftood, it is almoll ielf-evident.

Whin we talk of any particular turn of mo
ney, we fomecimes mean nothing but the metal 
piece., of which it is coinpofed; anti fometimes 
we include in our meaning feme obfeure refer
ence to the goods which can be had in exchange 
fur it, or to the power of purchafing which the 
poffefiion of it conveys. Thus when we fay, that 
the circulating money of England has been com
puted at eighteen millions, we mean only to ex
press the amount of the metal pieces, which feme 
writers h a y  computed, or rather have fuppolcd, 
to circulate in that country. But when we fay 
that a man is worth fifty or a hundred pounds 
a-year, we mean commonly to exprefs not only 
the amount of the metal pieces which are an
nually paid to hiri], but the value of the goods 
which he can annually purchafe or confuine. We 
mean commonly to afeertain what is or ought to 
be his way of living, or the quantity and quality 
of the neceffaries and conveniences of life in 
which he can with propriety indulge himfelf. 

W hen, fiy any particular fum of money, we 
mean not only to exprefs the amount of the 
metal pieces of which it is compofed, but to in
clude ip its iignincation feme obfeure reference 
to the goods which can be had in exchange for 
them, the wealth or revenue which it in this cafe 
denotes, is equal only to one of the two values 
which are thus intimated fomewhat ambiguoufly 
by the fame word, and to the latter more pro
perly than to the former, to, the money's worth 
m«;c preperiv than to the money,

T hus
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T hu# if a guinea be the weekly penfion o f a c 1 1 P- 

particular perfon, he can in the cdurfe of the •— v*-^ 
week purchafe with it a certain quantity of fub- 
fiffence, convenience*, anti amufements. {n 
proportion as this quantity is great or fmall, fo 
are his real riches, his real weekly revenue. His 
weekly revenue is certainly not equal both to 
the guinea, and to what can be purchafed with 
it, but only to one or other of thole two equal 
values j and to the latter more properly than to 
the former, to the guinea’s worth rather than to 
the guinea.

I f the penfion of fuch a perfon syas paid to 
him, not in gold, but in a weekly bill for a 
guinea, his revenue furely would not fo properly 
confift in the piece of paper, as In what he could
get for it. A guinea may be conftdered as a bill 
for a certain quantity of neceflaries and conve- 
niencies upon ail the tradefmen in the neigh
bourhood. The revenue of the perfon to whom 
it is paid, does not fo properly confiil in the 
piece of gold, as in what he can get for it, Or in 
what he can exchange it for. If it could be ex
changed for nothing, it would, like a bill upon a 
bankrupt, be of no more value than the moll; 
ufelefs piece of paper.

T hough the weekly, or yearly revenue of all 
the different inhabitants Of 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, muff always be great or 
fmall in proportion to the quantity of con-

lumable
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b d o % rtimabje goods which they can all of them pur- 
-v—^ chafe with this money. The whole revenue of

all of them taken together is evidently not equal ' 
to both the money and the confurrsable goods ■, 
but only to one or other of thole two values, and 
to tiie latter more properly chan to the former.

'i h o o c h  wc frequently, therefore, exprefs a 
perfon’s revenue by the metal pieces which are 
annually paid to him, it is becatrfe the amount 
of thofe pieces regulates the extent of his power 
of purchaling, or .he value of the goods which 
he can annually afford to confume. We ftill 
coofider his revenue as confiding in this power 
of purchafmg or confuming, and not in the 
pieces which convey it.

But if  this is diffidently evident even with 
regard to an individual, it is dill more fo with 
regard to a fociety. The amount of the metal 
pieces which are annually paid to an individual, 
is often precifely equal to his revenue, and is 
upon that account the fhorteft and heft expref- 
fion of its value. But the amount of the metal 
pieces which circulate in a fociety, can never be 
equal to the revenue of all its members. As the 
fame guinea which pays the weekly pehfion of 
one man to-day, may pay that of another to
morrow, and fnac’o f a third the thy thereafter, 
the amount of the metal pieces which annually 
circulate in any country, mull always be of 
much lefs Value than the whole money penfions 
annually paid with them. But the power of 
purchasing, or rhe goods which can fucceffivelf 
be bought with the whale of thole money pen
fions as they are*, fucceffively paid, mutt always 

t  I be
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be precifely of the fame vaiue with thofe pea- 0 H„A p* 
lions 5 as m ult likewife be the revenue of the 1— r— * 
different perfons to whom they are paid. That 
revenue, therefore, cannot conijft in thofe metal 
pieces, of which the amount is fo much inferior 
to its value, but in the power of purchafmg, in 
the goods which can fucceffively be bought with 
them as they circulate from hand to hand.

M oney, therefore, the great wheel of circula
tion, the great inftrument of commerce, like all 
other inftruvnents of trade, though it makes a 
part and a very valuable part of the capital, 
makes no part of the revenue of the fociety to 
which it belongs j and though the metal pieces 
of which it is compofed, in the courfe of thei/ 
annual circulation, diftribute to every man the 
revenue which properly belongs to him, they 
make themfelves no part of that revenue.

T hirdlv,  and lailly, the machines and inftru- 
ments of trade* &c. which compofe the fixed 
capital, bear this further refemblance to that 
part of the circulating capital which con hits in 
money j that as every faving in the expence of 
creating and fupporting thofe machines, which 
does not dimimfir the productive powers of la
bour, is an improvement o f the neat revenue of 
the fociety j fo every faving in the expence of 
collecting and fupporting that part of the circu
lating capital which confifts in money, is an im 
provement of exactly the fame kind*

It is fuflkiently obvious, and it has partly too 
been explained already, in what manner every 
faving in tire expence of fupporting the fixed 

Vot. I. F f capital
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» o o k capital is an improvement of the neat revenue 
i— ,—-j of the fociety. The whole capital of the under

taker of every work is neceffurily divided be
tween his fixed and his circulating capital. 
While his whole capital remains the. fame, the 
fmaller the one part, the greater mutt necdi.mly 
be the other. It is the circulating capital which 
furnilhes 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 diminiIh the productive 
powers of labour, mull increafe the fund which 
puts induftry into motion, and confcquently the 
annual produce of land and labour, the real re
venue of every fociety.

T he lubftitntion of paper in the room of gold 
and filver money, replaces a very expenfive in- 
ftrumertt of commerce with one much lefs coftly, 
and fometimes equally convenient. Circulation 
comes to be carried on by a new wheel, which it 
colls lefs both to creCl and to maintain than the 
old one. But in what manner this operation is 
performed, and in what manner it tends to in- 
creafe cither the grol's or the neat revenue of the 
fociety, is not altogether fo obvious, and may 
therefore require feme further explication.

T here are feveral different forts of paper 
money; but the circulating notes of banks and 
bankers are rhe fpecies which is bell known, and 
which feents heft adapted for this purpofe.

W hen the people of any particular 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- c H})A p> 
inand fitch of his prormilbry notes as are likely '— ,— a 
to be at any time prefentcd to him ; thofe note, 
come to have the fame currency as gold and 
fdver monev, from the confidence that luth mo
ney can at any time be had for them.

A particular banker lends among his cuf* 
turners his own promiffory notes, to the extent, we 
lhall fuppofe, of a hundred thoufand pounds.
As thofe notes lerve all the purpofes of money, 
his debtors pay him the lame intereil as if he had 
lent them fo much money. This intereil is the 
fource of his,gain. Though ome of rhoie notes 
are continually coming back upon him for pay
ment, part of them continue to circulate for 
months and years together. Though he lias ge
nerally in circulation, therefore, notes to the 
extent of a hundred thoufand pounds, twenty 
thoufand pounds in gold and fdver may, ne- 
quently be a fufficient provifion for anfwering 
occasional demands. By this operation, there
fore, twenty thouland poupds in gold and Liver 
perform all the functions which a hundred thou
fand could otherwife have performed. I he fame 
exchanges may be made, the fame quantity of 
confumable goods may be circulated and a.firi- 
buted to their proper confumers, by means <n his 
promifi'ory notes, to the value ot a hundred 
thoufand pounds, as by an equal value of gold 
and filver money, r.igbty thoufand pounds o£ 
gold and fdver, therefore, can, in this manner, 
be fpared from the circulation of the c o u n ty ; 
and if dilferent operations of the fame kind 

p  f 2 fhouid,
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* ° il°  K flv'.uld, at the fame time, be carried on by many 
s.—v -»a different banks and bankers, die whole circula

tion may thus be conducted with a fifth part only 
of the gold and filverwhich would otherwiie 
have been requifite.

L et vis fuppofe, for example, that the whole 
circulating money o f fome particular country 
amounted, at a particular time, to one million 
flerling, that ftim being then fufficient for 
circulating the whole annual produce of their 
land and labour. Let us fuppofe too, that fome 
time thereafter, different banks and bankers 
dlued promiffbry notes, payable to the bearer, 
to the extent of one million, referving in their 
different coffers two hundred thoufand pounds 
for .mfwering occafvonal demands. There would 
rer tin, therefore, in circulation, eight hun
dred thoufand pounds in gold and filver, and 
a million of bank notes, or eighteen hundred 
thoufand pounds of paper and money together.
But the annual produce of the land and labour 
of the country had before required only one 
million to circulate and diftribute it to its pro
per confumers, and that annual produce cannot 
be immediately augmented by thole operations 
ol 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 lame quantity of money will be 
fufficient for buying and felling them. The 
channel of circulation, if I may be allowed fuch 
an exprctlion, 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 c H„A p* 
poured into it beyond this fum,. cannot run in it, i—~y~ -j 
but muft overflow. One million eight hundred 
thoufand pounds are poured into it. Eight 
hundred thoufand pounds, therefore, muft over
flow, that fum being over and above what can 
be employed in the circulation of the country.
But though this fum cannot be employed at 
home, it is too valuable to be allowed to lie idle.
It will, therefore, be fenr abroad, in order to 
feek that profitable employment which it cannot 
find at home. But the paper cannot go abroad; 
bccaufe at a diftance from the bank which ifluc 
it* and from the country in which payment of it 
can be exacted by law, it will not be received 
in common payments. Cold and fiiver, there
fore, to the amount of eight hundred thoufand 
pounds will be fent abroad, and the. channel of 
home circulation will remain filled with a mil
lion of paper, inftcad of the million of thofe 
metals which filled it before.

Bur though fo great a quantity of .gold and 
filver is thus fent abroad, we muft not imagine 
that it is lent abroad for nothing, or that its 
proprietors make a preftnt of it to foreign na
tions. They will exchange .it for foreign goods 
of feme kind or another, in order to fupply the 
confumption either yf iornc other foreign coun
try, or of their own,

Jr they employ it in purchafing goods in one 
foreign country in order to fupply the confump
tion of another, or in what is Called the carry! ,g 
trade, whatever profit they make wiii be an ad-

F f  j  dition
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B °ir° K ĉ t̂ 'on to r^e neac Revenue of their own country,
— i It is like a new fund, created for carrying on a 

new trade; domcllick bufinefs being now tranf- 
a£led by paper, and the gold and filver being 
convened into a fund for this new trade.

Ip they employ it in purchafing foreign goods 
for home confumption, they may cither, firft, 
purchafe fuch goods as are likely to be confirmed 
by idle people who produce nothing, fuch as 
foreign wines, foreign filks, &&; or, fecondly, 
they may purchaj'e an additional itock of mate
rials, tools, and provifions, in otder to maintain 
and employ an additional number of induftrious 
people, who re-produce, with a profit, the value 
of their annual confumption.

So far as it is employed in the firft way, it 
promotes prodigality, increafcs expence and con
fumption without incrcaftng production, or efta- 
blifhing any permanent fund for fupporting that 
expence, and is in every refpeCt hurtful to the 
fociety.

So far as it is employed in the fecond way, it 
promotes indudryj and though it increafes the 
confumption of the fociety, it provides a perma
nent fund for fupporting that confumption, the 
people who confume re-producing, with a profit, 
the whole value of their annua! 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 j and their neat revenue by what re
mains of this value, after deducting what is ne- 

3 ceffary
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ceffary for fupporting the tools and inftruments c r „ 
of their trade. t—v —J

T hat the greater part of the gold and filver 
which, being forced abroad by thofe operations 
of banking, Is employed in purchafmg foreign 
goods for home confumption, is and mvift be 
employed in purchaftng thofe of tliis iccond kind, 
feems not only probable but almoft unavoidable,
Though fume particular men may fcmetimes 
increai'c their cxpence very confiderably though 
their revenue does not incre-fe at Jill, w. may be, 
a fill red that no clafs or order of men ever does 
fo; becauie, though the principles ot common 
prudence do not always govern the conduct: ol 
every individual, they always influence that o. 
the majority of every clafs or order. But the 
revenue of idle people, confidered as a clafs or 
order, cannot, in the iinalkft degree, bê  in- 
created by thofe operations ot banking, f hc.it 
expence in general, therefore, cannot be much 
increafed by them, though that of a few indi
viduals among them Huy, and in reality fomo 
times is. The demand of idle people, therefore, 
for foreign goods, being the fame, or very nearly 
the fame, as before, a very fmall part of the 
money, which being forced abroad by thole ope
rations of banking, is employed in purchafing 
foreign goods for home confumption, is likely 
to be’ employed in purchafmg thofe for their ufe.
The greater part of it will naturally be deftined 
far the employment of indultry, and not for the
maintenance of idlenefs.

F f 4 W hsh
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b o o k  W hen we compute the quantity of induftry 
which the circulating capital of any fociety can 
employ, we muft always have regard to thole 
parts of it only, which corifift in provifions, 
materials, and finiflied work: the other, which 
confifts in money, and which ferves only to cir
culate thole three, mull always be deduced*
In order to put induftry into motion, three 
things are requifite; materials to work upon, 
tools to work with, and the wages or recom
pense for the fake' of which the work is done. 
Money is neither a material to work upon, nor 
a tool to  work with ; and though the wages of 
the workman are commonly paid to him in 
money, his real revenue, like that of all other 
men, confifts, not in the money, but in the 
money’s worth j not in the metal pieces, but iq 
what can be got for them.

T he quantity of induftry which any capital 
can employ, muft, evidently, be equal to the 
number of workmen whom it can fupply with 
materials, tools, and a maintenance fuitable to 
the nature of the work. Money may bp requi
r e  for purchafing the materials and tools of the 
w ork, as well as the maintenance of the work

m e n . But the quantity of induftry which the 
whole capital can employ, is certainly not equal 

irh to the money which purchafes, and to the 
materials, tools, and maintenance, which arc 
purchafed with it; but only to one or other of 
rhofe two values, and tq the latter more properly 
than to the former.

W hen
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W hen paper is fubftituted in the room of gold c HllA p‘ 

and filver money, the quantity of the materials, 1— r—«* 
tools, and maintenance, which the whole circu
lating capital can fupply, may be increafed by 
the whole value of gold and filver which ufed to 
be employed in purchafir.g them. The whole 
value of the great wheel of circulation and dif- 
tribution, 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 work, who, in confe- 
quence of fome improvement in mechanicks, 
takes down his old machinery and adds the dif
ference between its price and that of the new to 
his circulating capital, to the fund from which he 
furniihes materials and wages to his workmen.

W hat i? the proportion which the circulating 
money of any country bears to the whole value of 
the annual produce circulated by means of it, it 
is, perhaps, impoffible to determine. It has 
been computed by different authors at a fifth, at 
a tenth, at a twentieth, and at a thirtieth part of 
that value. But how fmall foever the proportion 
which che circulating money may bear to the 
whole value of the annual produce, as but a part, 
and frequently but a fmall part, of that produce, is 
ever deftined for the maintenance of indulbry, ic 
muff always bear a very eonfiderable proportion 
to that part. When, therefore, by the fubfticu- 
tion of paper, the gold and lilver necelThry. 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 0 0 K the funds which are deftined for the maintenance 
c —>— t of induftry, it mu it make a very confiderable ad

dition to the quantity of that induftry, and, con- 
ftquendy, to the value of the annual produce of 
land and labour.

An operation of this kind has, within thefe 
five-and-twenty or thirty years, been performed 
in Scotland, by the erection of new banking 
companies in ahmoft every confiderable town, and 
even in fome country villages. The efl'efts of it 
have been precifely thofe above deferibed. The 
bufnefs of the country is almoft entirely carried 
on by means of the paper of thofe different bank
ing companies, with which pur chafes and pay
ments of all kinds are commonly made. Silver 
very feldom appears except in the change of a 
twenty fhillings bank note, and gold (till fel- 
domer. But though the conduct of all thole 
different companies has not been unexception
able, and has accordingly required an act of 
parliament to regulate it; the country, notwith- 
ftanding, has evidently derived great benefit from 
their trade, i have heard it aflferted, that the 
trade of the city of Glafgow doubled in about 
fifteen years after the firfl erection of the banks 
there ; and that the trade of Scotland has more 
rhan quadrupled line: the firft erection of the 
two publick banks at Edinburgh, of which the 
one, called The Bank of Scotland, was cita- 
blilhed by ad  of parliament in 1695'; the other, 
called The Royal Bank, by royal charter in 
1747. Whether the trade, either of Scotland in 
general, or of the city of Gbfgow in particular,

has
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has really increafed in fo great a proportion, u.  ̂
during fo Ihorr. a period, I do not pretend to 1— *— * 
know If  either of them has increafed in this 
proportion, it feems to be an effect too great to 
be accounted for by the foie operation of this 
caufe. That the trade and induftry of Scotland, 
however, have increafed very confiderably during 
this period, and that the banks have contributed 
a good deal to this increafe, cannot be doubted.

T he value of the filver money which circu
lated in Scotland before the union, in 1707, and 
which, immediately after it, -w.au brought into 
the bank of Scotland in order to be rfi-coincd, 
amounted to 4x1,117/. 10s. gd. fterkng. No 
account has been got ot the gold coin, but it 
appears from the ancient accounts of the mint of 
Scotland, that the value of the gold annually 

‘ coined fbmewhat exceeded that ot the filver*.
There were a good many people too upon this 
occafion, who, from a diffidence of repayment, 
did not bring their filver into the bank of Scot
land: and there was, befides, feme Engliih coin, 
which was not called in. The whole value of 
the gold and filver, therefore, which circulated 
Th Scotland before the union, cannot be eftimated 
at lefs than a million fterling. • It Teems to have 
conftituted almoft the whole circulation of that 
country,- for though the circulation of the bank 
of Scotland, which had then no rival, was con- 
fiderable, it feems to have made hut a very fmall 
part of the whole. In the prefem times the

* See guddiaxan’s Preface to Anderfou** Diplomata, &c.
ScCtiae,

whole
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8 ° t t t whole,circulation of Scotland cannot be eftimated 
U -v —j at lefs than two millions, of which that part 

which ooafifts in gold and ftlver, moft probably, 
does not amount to half a million. But though 
the circulating gold and ftlver of Scotland have 
fufFered fo great a diminution during this period, 
its real riches and profpemy do not appear to 
have 1 uttered any. Its agriculture, manufactures, 
and trade, on the contrary, the annual produce 
of its land and labour, have evidently been aug
mented.

It is chiefly by difeounting bills of exchange, 
that is, by advancing money upon them before 
they are due, that the greater part of banks and 
bankers ifiuc their promififory notes. They de
duct always, upon whatever lum they advance, 
the legal intend till the bill fhall become due. 
The payment of the bill, when it becomes due, 
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 difeounts, not gold and ftlver, 
but his own promifiory notes, has the advantage 
of being able to discount to a greater amount, 
by the whole value of his prtjmiflory norA, 
which he finds by experience, are commonly in 
circulation. He is thereby enabled to make his 
dear gain of intereft on fo much a larger fum.

T he commerce of Scotland, which at prefent 
is not very great, was dill more inconOdcrable 
when the two ftrlt banking companies were ella- 
bli/hed and thofe companies would have had 
but little trade, had they confined their bufinels

to



to the clifcounting of bills of exchange. They c H„A P- 
invented, therefore, another lfiethod of ifiuing 
their promifiory notes 5 by granting, what they 
called, cafh accounts, that is by giving credit 
to the extent of a certain fum (two or three thou- 
land pounds, for example), to any individual 
Who could procure two perfons of undoubted 
credit and good landed eftate to become lurety 
for him, that whatever money fhould be ad
vanced to him, within the fum for which the 
credit had been given, fhould be repaid upon 
demand, together with the legal intereft. Credits 
of this kind are, I believe, commonly granted 
by banks and bankers in all different paits of 
the world. But the eafy terms upon which the 
Scotch banking companies accept of re-payment 
are, fo far as I know, peculiar to them, and have, 
perhaps, been the principal caufe, both of the 
great trade of thofe companies, and of the bene
fit which the country has received from it.

W hozvzr has a credit of this kind with one 
of thofe companies, and borrows a thoufand 
pounds upon it, for example, may repay this 
fum piece-meal, by twenty and thirty pounds at 
a time, the company difeounting a proportion- 
able pare of the intereft of the great fum from 
the day on which each of thole i'mall fums is 
paid in, till the whole be in this manner lepaid.

.All merchants, therefore, and aimoft all men of 
bufmefs, find it convenient to keep -fitch cafh 
accounts with them, and are thereby interefted 
to promote the trade of thofe companies, by 
readily receiving tbeir notes in all payments, 

i  and
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b t> a k and by encouraging all thofe with whom they
i____, have any itillttence to do the lame. The banks,

when their cuftom rs apply to- them for money, 
generally advance it to them in their own pro
ms illbry notes. Thefe the merchants pay away 
to the imnufa&urers for goods, the manu- 
fafturers to the farmers for materials and provi- 
lions, the farmers to their landlords for rent, 
the landlords repay them to the merchants for 
the convenicncies and luxuries with which they 
fupply them, and the merchants again return 
them to the bunks in order to balance their 
calh accounts, or to replace what they may have 
borrowed of them; and thus almoft the whole 
money bufinefs of the country is tranfacted by 
means of them. Hence, the great trade of thofe 
companies.

Bv means, of thofe calh accounts every mer
chant can, without imprudence, carry on a 
greater trade than he ocherwill could do. If 
there arc two merchants, one in London, and 
the other in Edinburgh, who employ equal docks 
in the fame branch of trade, the Edinburgh 
merchant can, without imprudence, carry on a 
greater trade, ami give employment to a greater 
number of people than the London merchant. 
The London merchant mull always keep by him 
a considerable fum of money, either in his own 
coffers, or in thofe of his banker, who gives him 
no ifitcreft for it, in order to anfwer the demands 
continually coming upon him, for payment of 
the goads which he purchafes upon credit. Let 
the ordinary amount of this fum be fuppofed five

hundred
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hundred pounds. The value of the goods in ' HjjA 
his- warehouie muft always be Ids. by live hun~ 1— ■r—i 
dred pounds than it would have been, had he 
not been obliged to; keep fuch a film unemploy
ed. Let us fuppofe that he generally difpolcs oi 
his whole ftock upon hand, or of goods to the 
value of his wliole ftock upon hand, once, in the 
year. By being obliged to keep lb great a fum 
unemployed, he muft fell in a year five hundred 
pounds worth lefs goods than he might otherwiie 
have done. His annual profits muft be lefs by 
all that he could have made by the laic 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 thole 
that five hundred pounds more ftock could have 
employed, The merchant in Edinburgh, on the 
other hand, keeps no money unemployed for 
anfwering fuch occasional demand:.. When they 
actually come upon him, he fatisfies them from 
his cath account with the bank, and gradually 
replaces the fum borrowed with the money or 
paper which comes in from the occafional foies of 
his goods. With the fame ftock, the refore, he 
can, without imprudence, have at all, times in 
his warehoufc a larger quantity of goods than the 
London merchant; and can thereby both make 
a greater profit himfclf, and give conftant em
ployment to a greater Humber of induftrious 
people who prepare thofe goods for the market.
Hence the great benefit which the country has 
derived from this trade.

'Fits
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b o^o k T he facility of djfcounting bills of exchange, 
v—.sr—a it may be thought indeed, gives the hngliih 

merchants a conveniency equivalent to die cafti 
accounts of the Scotch merchants.- But the 
Scotch merchants, it mull be remembered, can 
difeount their bills of exchange as eafily as the 
Englilli merchants i and have., bolides, the addi
tional conveniency of their calh accounts.

T he whole paper money of every kind which 
can eafily circulate in any country never can 
exceed the value of the gold and filver, of which 
it fupplies the. place, or which (the commerce 
being fuppofed the lame) would circulate there, 
if there was no paper money. I f  twenty ihilling 
notes, for example, are the lowed paper money 
current in Scotland, the whole of that currency 
which can eafily circulate there cannot exceed 
the Turn of gold and filver, which would be ne- 
ceflary for tranfaclmg the annual exchanges of 
twenty lhillings value and upwards ufually tranf- 
afted within that country. Should the circu
lating paper at any time exceed that fum, as the 
excefs could neither be fent abroad nor be em
ployed in the circulation of the country, it mull 
immediately return upon the banks to be ex
changed for gold and filver. Many people would 
immediately perceive that they had. more of this 
paper than was neceflary for tranfacting their 
bulinels at home, and as they could not fend it 
abroad, they would immediately demand pay
ment of it from the banks. When this fnper- 
fluous paper was converted into gold and diver, 
they could eafily find a ufc for it by fending it

abroad;
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abroach but they could find none while it re- c H„* p- 
mained in the fhape of paper. There would im- v—/•»•* 
mediately, therefore, be a run upon the banks to 
the whole extent of this fuperfluous paper, and, 
if they showed any difficulty or backw&rdnefs in 
payment, to a much greater extent; the alarm, 
which this would occafion, nccdTarily increafing 
the run.

Over and above the expences which are com
mon to every branch of trade j fuch as the ex
pence of houfc-rent, the wages of lervants, 
clerks, accountants, & c ., the expences peculiar 
to a bank cortfift chiefly in two articles; Firft, 
in the expence of keeping at all times in its cof
fers, for anfwtring the occafion al demands of the 
holders of its notes, a large fum of money, of 
which it lofts the interell: And, fecondly, in 
the expencc of replenifhing thole coffers as faff; 
as they are emptier! by anfwering fuch occafion al 
demands.

A bawksvc company, which iffues more paper 
than can be employed in the circulation of the 
country, and of which the excels is continually 
returning upon them for payment, ought to in- 
creaft* the quantity of gold and filver, which they 
keep at all times in their coffers, not only in 
proportion to this exceffive increase of their cir
culation, but in a much greater proportion s 
their notes returning upon them much fafter 
titan in proportion to the excels of their quan
tity. Such a company, therefore, ought to in
ert ale the firft article of their expence, not only 

I Yet. I* G  g in
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8 <> o k in proportion to ibis forced incrcafe of their 
j  bv.nnefs; but in a'mtfch greater proportion.

Tm- 'Coffers of fuch a company too, though 
they ought to be filled much fuller, yet mult 
etiipiy themfelves much fiafter than if their bttfi- 
nefs was confined within more reafonable bounds, 
and mull: require, not bhlv a more violent, but a 
more confhnt and uninterrupted exertion of ex - 
pence in order to replenifh them. The coin 
too, which is thus' continually drawn in filch 
large quantities- 'from their Coffer's, cart not be 
employed in the circulation of the country, (t 
tomes in place of a paper which is over and 
above what can be employed in that circula
tion, and is therefore over and above what can 
be employed in it too. But as that coin will 
not be allowed to lie idle, It mull, in one flVajw 
or another, be font abroad, in order to find that 
profitable employment which it cannot find’ at 
home; and this continual exportation of gold 
and filver, by enhancing the difficulty, mull ne- 
ceflarily enhance Hill further the expence of the 
bank, in finding new gold and filver in order to 
replenish thole cofh-rs, which empty themfelves 
lb very rapidly. Such a company* therefore, 
imifir, in proportion to this forced increale of 
their buib' efs, increale the fecond article of the is 
experu-c lliti more than the firth

I.ST us fu{)pofe that all the paper Of a parti- 
Hilar bank, which rhe circulation of the country 
can entily abforh and employ, amounts exattly to 
forty thotifand pounds ,* and that for anfwering

occafiofial
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occafional demands, this bank is obliged to keep c H !>- 
at all times in its coffers ten thoufand pounds in w—v— * 
gold, ami ■ filver. Shot Id this bank attempt to 
circulate forty-four thoufand pounds, the four 
thou fa:: l jxiuads wlvich are .over anti above what 
the circulation can eaiiiy abibrb and employ, 
will return upon it almoft as fail as tftejT are 
i/fued. For anfwcring occafional demands, 
therefore, this bank ought to keep at all times 
in its coffers, not eleven thoufand pounds only, 
but fourteen thoufand pounds. It will thus 
gain nothing by the inured of the four thoufand 
pounds exedfive circulation ; and it will Idle the 
whole expence of continually collecting four 
thoufand pounds in gold and filver, which will 
be continually going out of its coffers as faff as 
they are brought into them.

H ad every particular banking company al
ways underftoocl and attended to its own parti
cular intereft, the circulation never could have 
been overftocked with paper money. But every 
particular banking company has not always un
derftood or attended to its own particular bi
te rd it, and the circulation has frequently been 
overftocked with paper money.

Bv idl ing too great a quantity of paper, of 
which the excels was continually returning, in 
order to be exchanged for gold and filver, the 
bank of England was for many years together 
obliged to coin gold to the extent of between 
eight hundred thoufand pounds and a million a 
year or at an average, about eight hundred 
and fifty thoufand pounds. For this great coin- 

G g a age
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b ° (J°  K age the bank (in confluence of the worn ktul 
> ~>—,„» degraded ftate into which the gold coin had 

fallen ,i few years ago) was frequently obliged 
to purchafe gold bullion at the high price of 
four pounds an ounce, which it foon after ifiued 
in coin at. 3/. 1 7 s. 1 o  j cl. an ounce, lofing in 
this rmnner between two and a half and three 
per cent, upon the coinage of fo very large a 
fum. Though the bank therefore paid no 
fcignorage, though the government was pro
perly at the expence of the coinage, this libera
lity of government did not prevent altogether 
the rxpc ncc of the bank.

T he Scotch banks, in confequence of an ex- 
cefs of the fame kind, were all obliged to em
ploy conffantly agents at London to colled 
money for them, at an expenee which was fel- 
dom below one and a half or two per cent. This 
rridtiey was fent dovm by the waggon, add in- 
Hired by the carriers at an additional expence of 
three quarters per cent, or fifteen (h.llings on 
the hundred pounds. Thofe agents were not 
always able to replenifh the coffers of their em
ployers fo fa ft as they were emptied. In this 
cafe the refource of the banks was, to draw upon 
their cotrd'pondcnts in London bills of exchange 
to the extent of the fum which they wanted.
When thofe comfpomlenrs afterwards drew 
upon them, for the pay merit of this fum, together 
with-the ihtereft and a commiffron, fame of thofe 
banks, from the diftrefs into which their excef* 
five circulation had thrown them, had fonseti nes 
no other means of fatisfying this draught but by

drawing
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drawing a fecond feet, of bills either upon the c H * p* 
fame, or upon fome other correfpondenrs in o—y~ w 
JUondon i and the fame iinn, or rather bills fop 
the farm: fun), would in this manner make (ome- 
times more than two or three journies; the 
debtor, bank, paying always the intereA and 
commifnon upon the whole accumulate^ fum.
Even table Scotch banks Which never diAin- 
guiAtcd them ieim  by their extreme imjn;udcnce, 
were fometimes obliged to employ this ruinous 
refource.

T he gold coin which was paid out either by 
the bank of England, or by the Scotch banks, 
in exchange for that part of their paper which 
was over and above what could be employed in 
the circulation of the country, being likewif? 
over and above what could be employed in that 
Circulation, was fometimes lent abroad in the 
Aupe of coin, fometimes melted down and lent 
abroad in the lhape of bullion, and fometimrs 
melted down and fold to th : bank of England at 
the high price of four pounds an ounce. It was 
the neweft, the heayidt, and the beft pieces only 
which were carefully picked out of the witolc 
coin, and either lent abroad or melted down.
A t home, and while they remained in Ure ihape 
of coin, thofe heavy pieces were of no more 
value dun the light: But they were of more 
value abroad, or when melted down into bullion, 
at home. The bank of England, not with hand
ing their great annual coinage, found to their 
alfconiflioKW, that there was every year the fame 
(carcity of coin as there hid been the year bc- 
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b o o k  fo re , ana that notwithfhmding the great quan- 
, , thy  of good and new coin which was every year

iffued from the bank, the ftate of the coin, in- 
ftead of growing better and better, became every 
year worfe and worfc. Every year they found 
themfelves tinder the neeeflity of coining nearly 
the fame quantity of gold as they had coined 
the year before, and -from the continual rile in 
the price of gold bullion, in coni eque nee of the 
continual wearing and clipping of the coin, the 
expense of this great annual coinage became 
every year greater and greeter. I he bank oi 
Engl and i it is to be oblerved, by lupplying its 
own coffers with coin, is indirectly obliged to 
1'uppiy the whole kingdom, into which coin is 
continually flowing from thole coffers in a great 
v a r ie ty  of ways. Whatever coin therefore was 
wanted to fupport this exedfive circulation born 
of Scotch and Englifli paper money, whatever * 
vacuities this txcelhvc circulation o cca fio iu n  
the necePary coin of the kingdom, the bank of 
England was obliged to fupply them. The Scotch 
banks, no doubt, paid all of them very dearly for 
their own imprudence and inattention. But th< 
bank of England paid very dearly, not only for 
its own imprudence, but tor the much greater 
imprudence of alrnoft all the Scotch oanks.

T he over-trading of iome bold projectors in 
both parts 6f the united kingdom, was the ori
ginal catife of this excefllve circulation of paper 
money.

W hat a bank can with propriety advance to
a merchant or undertaker of any kind, is not,

either
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eSfier the whole;capital with isihidi-.be trades, fir c Hn* *’' 
even any confukrable part of that capital; but v—*— » 
that part of it only,, which he, would odierwife he 
obliged to keep by him unemployed, and in 
ready money for anfwermg occafton.il demand .
If the paper money, which the bank, advances 
never exceeds this value, it can never exceed foe 
value of the gold and filver, which would necefi* 
farily circulate in the country if there was no 
paper money ; it can net er exceed the quantity 
which the circulation of the country can eafoy 
abforb and employ.

WitCN a bank difcoonts to a merchant a real 
bill of exchange drawn by a real creditor upon a 
real debtor, and which, as (bon as it becomes 
due, is really paid by that debtor; it only ad* 
vances to h im ‘a part of the value winch lie 
would otherwifo be obliged to keep by him un
employed, and in ready money for anfweriag oc- 
cafiond demands. The payment of foe bill, 
when it becomes due, replaces to the bank the 
value of what it had advanced, together with the 
imereft. The coffers of die bank, fo (nr ass its 
dealings are confined to fuch cufiomers, relem- 
ble a water pond, from which, though a ftream 
is continually running our, yet another is con
tinually running in, telly equal to that which 
runs out; fo that, without any further care or 
attention* the pond keeps always equally, or 
very near equally full. I .iulc or no cxpence can 
ever be neceffary for rcplcr. idling the coders of 
inch a (tank.

G g 4 A MER*
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a V O Jt A M» HCHANt, without over-trading, may fre- 
»>—l,.w  quently have occation for a fum of ready money, 

even when he has no bills to di (count. When a 
bank, bcfides difcounting his bills, advances him 
likewife upon fuch oceafioris, fuch furns upon his 
caih account, and accepts of a piece-,meal repay
ment as the money comes in from the occ iional 
laic of his goods, upon the eafy terms of the 
banking companies of Scotland j it difpenfcs 
him entirely from the needfuy of keeping any 
part of his flock by him unemployed, and in 
ready money for anlwering oe-af tonal demands. 
When fuch demands a&ually come upon him, 
he can anfwer them fufficientiy from his caih 
account. The bank, however, in dealing with 
fuch cuftomers, ought to obierve with great at- ?t 
tention, whether in the courfe of fome Ihorc 
period (of four, five, fix, or eight months, fo{ 
example) the fum of the repayments which it 
commonly receives from them, is, or is not, 
fully equal to that of the advances which it 
commonly makes to them. If, within the courfe 
of fuch fhort periods, the fum of the repayments 
from certain cuftomers is, upon trtoft occafions, 
fully equal to that of the advances, it may lately 
continue to deal with fuch cuftomers. Though 
the ftream which is in this cafe continually run
ning out from its coffers may be very large, that 
which b  continually running into them mult be 
at dealt equally large i lo that without any fur
ther care or attention thole coffers arc likely to 
be always equally or very near equally fu ll; and 
■td* -if." fcarcc



(carce ever td require any extraordinary expence c  ^  p* 
to replenilh them. If, on the contrary, the ium 
of the repayments frd n certain other cuffom- 
t n  falls commonly very  match lhoit of the 
advances '-which it makes to hem, it cannot with 
any fafety continue to deal with iuch cuftpmers, 
at leaft if they continue to deal with it in this 
manner. The ftream which is in this cafe con
tinually running out from its coffers is necefla- 
• ily much larger than that which is continually 
running in ; fo that, unlefs they are replcniffwd 
bv fomc great and continual effort of cxpence, 
thole coffers muff foon be exhaufted altoge
ther.

T he banking companies of Scotland, accord
ingly, were for a long time very careful to re
quire frequent and regular repayments from all 
their cuftor.vrs, and did not care to deal with 
any peifon, whatever might be his fortune or 
credit, who did not make, what they called, fre
quent and regular operations with them. By 
this attention, belides laving almoft entirely .the 
extraordinary expence of replenifning their cof
fers, they gained two other very conftderabk 
advantages.

F irst, by this attention they were enabled to 
make fbrne tolerable judgment concerning the 
thriving or declining circumit&nccs of their 
debtors, without being obliged to look out for 
arty other evidence belides what their own books 
afforded them |  men being for the rnoff part 
either regular or irregular in their repayments, 
according as their dreumftanoes are either thriv

ing
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b o o * . ing or deci.aing. A private man who lends out 
v— — s his money to perhaps hajf a dozen or a doze i o f  

debtors, may, either by- himfelf or his agents, 
obferve and enquire both conftantly and care
fully Into the conduit and fmiation of each of 
them. But a banking c ompany, which lends 
money to perhaps live hundred different people, 
and of which the attention* is cotitimialiy occu
pied by obje ;ts of a very did-.-rent hind, can have 
no regular information concerning., the conduct 
and circumflances of the greater part of its debt
or.-, beyond what its own books afford it. In re
quiring frequent and regular repayments from 
all their cuilomers, the banking companies of 
Scotland had probably this advantage in view.

Secondly, by rhis attention they fccurcd 
themfelvrs front the poflibiitty of iiluing more 
paper money than what the circulation of the 
country could easily abforb and employ. .When 
they obferved, that within moderate periods of 
time the repayments of a particular cuftomcr 
were upon moll occafions fully equal to the ad- 
vati'Cs whi'.h they had made to him, they might 
be affured that the paper money which they had 
advanced to him, had not at any time exceeded 

• the quantity of gold and iilver which he would
othcnvffi" have been obliged to keep by him for 
anfwcving occafional demands > and that, con- 
fcqtiehtfy the paper money, which they had cir
culated by his means, had not at any. time e x 

ceeded the quantity of gold and filver which 
would have circulated in the country, had there 
been no paper money. The frequency, regula

rity
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riry and amount of his repaynvnts would fuflt- c H,* r* 
cienth demonftrate that the amount of their ad- <— r~—* 
v inces had at no time exceeded that part of his 
capita! which he would'othrrv ife have been 
obliged to keep by him, unemployed arid in 
ready money for anfwering occafional demands j 
that is, for the purpofe, o f keeping the reft of his 
capital in conftant employment. It is this parr 
o! lu > capital only which, within moderate pe
riods of time, is continually returning to every 
dealer in the lhape of money, whether paper or 
coin, and continually going from him in the 
fame lhape. I f the advances of the bank hail 
commonly exceeded this part of his capital, the 
ordinary amount of his rep lyrnents could not, 
within moderate periods of time, have equalled 
the ordinary amount of its advances. The 
f] ream which, by means of his dealings, was con
tinually running into the coffers of the bank, 
could not have been equal to. the ftream which, 
by means o f  the fame dealings, was continually 
running out. The advances of the bank paper, 
by exceeding die quantity of gold and fiver 
which, had there been no iuch advances, he 
would have been obliged to keep by him for 
anfwering ocxafior.al demands, might foon come 
to exceed the whole quantity of gold and f.lvcr 
which (the commerce being fuj pofui the fame) 
would have circulated in die country had there 
been no paper money j and confequcndy to ex
ceed the quantity which the circulation of the 
.ountry could eafily abforb and employ; and ? he 

excels of this paper money would immediately
ha vo



* °,® K hive returned upon the bank in order to be ex 
v - r - J  changed tor gold and ftlver. This fecond ad

vantage, though equally real, was not perhaps 
fo well underload by ail the different banking 
companies of Scotland as the firft.

W hen, partly by the convemency qf dii'count- 
ing bills, and partly by that of rath accounts, 
the creditable traders of any country can be dif- 
jpco'at from the necedity of keeping any part of 
their dock by them, unemployed and in ready 
money, for anfwpring occational demands, they 
ctin rcafopahly expect no further ailiilance from 
banks and bankers, who, when they have gone 
thus far, cannot, confidently with their ov.n in- 
t«ed  and i'afety, go farther. A bank cannot, 
confidently with its own intered, advance to a 
trader the whole or even the greater part of the 
circulating capital with which he trades ; be- 
caefc, though that, capital is continually return
ing to him in the fhape of money, and going 
from, him in the fame dupe, yet the whole of the 
returns is too diftaqt from the whole of the out- 
goings, and the fum of his repayments could not 
equal the fum of its advances within fuel) mo
derate periods of time as luit the conveniency of 
a bank. Still fc/s could a bank afford to ad
vance him any confiderable part of his fixed 

» of the capital which the undertaker of 
an iron forge, for example, employs in erecting 
his forge and loiclung-houfe, his work houi’es 
and warehoufes, the dwclling-hoofes of has work - 
men, ike. 5 of tiie capital which the undertaker 
of a mine employs in finking his fhafts, in eretd-
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iug engines for .drawing.out the water, in making c p* 
roads and waggon-ways, &c. j of the capital v-*v—1•* 
which the perfon who undertakes to improve 
land employs in clearing, draining, enclofing, 
manuring and ploughing wafte and uncultivated 
fields, in building fartn-houfes, with nil their 
needfary appendages of llables, granaries, &c.
The returns of the fixed capital are in almoft all 
calcs much flower than thofe of the circulating 
capital i and fuch expenses, even when laid out 
with the g re a t#  prudence and judgment, very 
frldom return to the undertaker till after a pe
riod of many years, a period by far too diftant to 
Hut the conveniency of a bank. Traders and 
other undertakers may, no doubt, with great 
propriety, carry On a very considerable part of 
them projects with borrowed money. Injuftice 
to their creditors, however, their own capital 
ought, in this cafe, to be fuflkient to enfure, if! 
may fay fo, 'he capital of thofe creditors j or to 
render it extremely improbable that thofe credi
tors flrould incur any iois, even though the fuc- 
cefs of the prhjeft fhould fall very much fhort of 
the expectation of the projectors. Even with 
this precaution too, the money which is bor
rowed, and which it is meant flrould not be re
paid fill after a period of feveral years, ought hot 
to be borrowed O' a bank, but outfht to be bor
rowed upon bond or uorrgage, of fuch private 
people as propofe <0 live upon the intereti of 
their money, with ot taking the trouble them- 
fcives to employ the capital; and who are upon 
that account willing to lend that capital to hi h 

a people
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» « K. people of good credit as are likely to keep it for
w - y w  leveral years. A bank, indeed, which leads its 

money without the expence of ftampt paper, or 
of anomies fees for drawing bonds and mort
gages, and which accepts of repayment upon t he 
eaiy terms of the banking companies of Scot
land s would, no doubt, be a very convenient 
creditor to luck traders and undertakers. But 
inch traders and undertakers would, furely, be 
molt inconvenient debtors to fuch a bank.

It is now more than five-and-twenty yea.s 
fince the paper money ilTued by the different 
banking companies of Scotland was fully equal, 
or rather was for.icwhat more than fully equal, 
to what the circulation of the country could 
eaSIly abforb and employ Thole companies, 
therefore, had fo long ago given all the afliftance 
to the traders and other undertakers of Scotland 
which it is poflible for banks and barkers, con
fidently with their own intereA, to give. They 
had even done lbmewhat more. 1  hey had over
traded a little, and had brought upon themfelves 
that lofs, or at leaft that diminution of profit, 
which in this particular bufineft never fails to 
attend the fmalleA degree of over-trading. Thole 
traders and other undertakers, having got fo 
much aitiflancc from banks and bankers, wiihed 
to get ft ill more. The banks, they leern to have 
thought, could extend their credits to whatever 
fitm might be wanted, without incurring any 
other expence be tides that of a few reams of 
paper. They complained of the contracted views 
and diftardly fpirit of the direflors of thofe

banks,
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banks, which did not, they laid, extend, their °  U,JA p' 
■Credits in proportion to the extenfion of the trade wv~~~> 
of the country ; meaning, no doubt, by the cx - 
tenfton of that trade thfc ex ten ft on of their own 
projects beyond what they could carry on, 
either with their own capital, or with what they 
b id  credit to borrow of private people in the 
diiial way of bond or mortgage. The !bunks, 
they feeiB to have thought, were in honour 
bound to fuppiy the deficiency, and to provide 
them with all the capital which they wanted to 
trade with. The banks, nowever, were of a dif
ferent opinion, and upon their reiufing to extend 
their credits, fonx of thole traders had recourfe 
to an expedient which, for a time, ferved their 
purpofr, though at a mu civ greater expence, yet 
as eftiedtually as the ucmoft extenfion or bank 
credits could have done. This expedient was 
no other than the well-known fhife of drawing 
and re<h.iwi»g> the ihrfe to which unfortunate 
traders have tbmecimes recourfe when they are 
upon the brink of bank ruptcy, The praftioe of 
railing money in this manner had been long 
known in England, and during the courfe of the 
late war, when the high profits of trade afforded 
a great temptation to over-trading, is faid to 
have been carried 0*1 to a n  rj great extent.
ErOffl England u was brought into Scotland, 
where, in proportion to the very limited com
merce. and to the very moderate capital of the 
country, it was loon earned on to a much 
greater extent than it ever had been in England.

7 '  * T he
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- y—«< well known to all men of btuint is, that it may 

perhaps be thought unneceflary to give any ac
count of it. But as this book may come into 
the hands of many people who are not men of 
bufinefs, and as the tdccU of this practice upon 
the banking trade are not perhaps generally un- 
derftood even by men of bufinefs themfelves, I 
ihall endeavour to explain u as diftinfUy as i 
can.

T he fufloms of rnercharts, which were efta- 
blilhed when the barbarous law. of Europe did 
not enforce the performance of their contracts, 
and which during the cowrfe of the two laft cen
turies have been adopted inm the laws of all 
European nations, have given fuch extraordinary 
privileges to bills of exchange, that money is 
more readily advanced upon them, than upon 
any other ipecies of obligation j dpecially when 
they are made payable within fo fhort a period 
as two or three months after their date. If, when 
the bill becomes due, the acceptor does not pay 
it as foon as it is prefen.'Cd, he becomes from that 
moment a bankrupt. The bill is protefted, and 
returns upon the drawer, who, if he does not 
immediately pay it, becomes like wile a bank
rupt. If, before it came to the perfon who pre - 
fonts it to the acceptor for payment, it had palled 
through the hands of fcveral other perfons, who 
had fuccefilvely advanced to one another .he 
contents of it either in money or goods, and who, 
to exprefs that each of them had in his turn

received
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received th-ofc contents, had all -of thaw ■rt their c Hl * p* 
order aulorlcd, tiiar is| written their names upon •—  
the back of tiw bni ; each enuorier becomes in 
his turn liable to the owner of the bill for thole 
contents, ami, if he fails to pa/* he becomes 
too from that moment a bankrupt. I hoygh tire 
drawer, acceptor, and endorfers of the bill 
fhould, all of them, be perfons of doubtful etc - - 
dit s yet Hill the ihortnefs of the date giv.es Ionic 
fecurity to the owner of the bill. Though all of 
them may be wry likely to become bankrupt!; ; 
it is a chance if they ail b come io in lo Ihoi t a 
time, The houfe is craxv, fays a weary traveller 
to himlclfj and will not Hand -very l o n g ;  but it 
i s  a  chance i f  i t  f a l l s - to-niglu, and I  w i l l  venture, 
therefore, toJleep in i t  to-night.

T he trader A in Edinburgh, m  fhall foppofe, 
draws a bill Upon B in London, payable two 
months after date, In reality B in London owes 
nothing to A in Edinburgh» but he agrees to 
accept «f A's bill, upon condition that before 
the term of payment he Ihall redraw upon A in 
Edinburgh, for the fame form together wiih the 
interdh and a comuiiRiom another bill, p value 
likewife two months after date. B accordingly, 
before the expiration of the firil two months, re
draws this bill upor A in Edinburgh; who again, 
before the expiration o: the ft,.one two months, 
draws a iecond bill upon & tit London, ?iayabie 
likewife two monthsJafter dare; and before tbs 
expiration of ths third twcrfnOtitfes, B in b itib m  
re draws dgbft A in Edinbugh mother bill, 
psvablf alfo two months iber date, 1 hb prac- 

Vot. I. H  h «««



VO o K tice Has fometimes gy.iK on, not only fox feveral 
t_ >’.„ j  months, but for Several years together, the bill 

always returning upon A in Edinburgh, with 
the accumulated interest and commiSTion of all 
the former bills. The filtered was five per cent, 
in the year, and the eommifljon was never id's 
than one half per cent, on each draught. This 
cotrtmifl'ion being repeated more than fix times 
m the year, whatever money A might raife by 
this expedient muft needfully have coft him 
fprttedyng more than eight per cent, in the year, 
and tome rimes a great deal m ore; when either 
the price of the commiffion happened to rife, or 
when he was obliged to pay compound mtcieft 
upon the intereft and cornmifiiorti of former bills. 
This pra&ice was calk'd railing money by circu
lation.

I n a country where the ordinary profits of 
dock in the greater part, of mercantile project* 
are fuppofed to ran between fix and ten per 
cent.j it muft have been a very fortunate Spe
culation of which the returns could not only 
repay the enormous expencc at which die money 
was thus borrowed for carrying it on ; but afford, 
befides, a good fxrplus profit to the projeclor. 
Many vaft and extcnlive projefts, however, were 
undertaken, and for feveral years carried on 
without any other fund to fupport them befides 
what was raffed at this enormous expence. The 
projeclor.., no doubt, had in their golden dreams 
the mo A dulincl vifion of this great profit. 
Upon their awaking, however, either at the end 
of their projedb, or when they were no longer 

5 able
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abfe to earry then! on, thf.y very fefdom, I be- c !-nA 
lie # , Ifad the good fortune to find it *. i—~v—J

T he bills which A m Edinbugh drew upon I’, 
in London, he regularly difcounted two aionths 
before they were due with fonae bank or banker 
in Edinburgh j and tfie bills winch B ip Lpndon 
re-drew upon A in Edinburgh, he. as. regularly 
difcounted either wfm the bank, of England,, or 
with tonic'other bankers in London. Whatever 
was advanced upon fqch circulating bills, was, in 
Edinburgh, advanced iu the paper pf the, Scotch 
banks, and ip. London, when they were, dif
counted at the bank of England, in the paper of 
that trank. Though the bills upon which this 
paper had been advanced, were all ot them re

paid

» Thr method deferred in the text Was b y  no means cither 
the mol! common or the mol! expenfiee one in which rhefe *d- 
vepture** fouirticite* raffed money by circulation It tr«-- 
tjur .tly happened that A in Edinburgh would enable E itt 
London to*pay the firit blit of* exchange by drawing, a few 
days beCirf It bethcie doe, a fefcond bill at three months date 
upon the Gnat: 3  in London. Tip* bill, being payable to hb 
own order, A fold in Edinburgh at par; and with it? contents 
purehafed bills upon London payable at fight to the order ot 
B, to whom be feh't them by the poll. Toward* the end of the 
lafe war, the exchange between Edinburgh and London wa* 
freaaentlr three percent, againftEdinburgh, and thofe bills 
at fight tnwft frequently hate coft A that premium I hi;. tr«nf- 
aftioa therefore being repeated at lead foot tunes in year, 
and being loaded with a commiffioii of at leaf! one half per 
cent, upon each irj.-rritlon, nuil at 'hat period have cot! A at 
kail fourteen percent, in the year. At other times A  would 
enable B todifch .rge the fit ft bill o f  exchange by drawing, a 
Jew days before it became doe, a fecond bill at two months 
date; not upon 8, bat open feme third perfon, C, forex*

H h a example,
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B 'll' <v P:l̂  in their turn as foon as they became due; 
— > yet the value which had been really advanced 

upon the firfl bill, was never really returned to 
the banks which advanced i t ; becaufe, before 
each bill became due, another bill was always 
drawn to foinewhat a greater amount than the 
bill which was foon to be paid ; and the dif- 
eounting of this other bill was eflcntially necef- 
lary towards the payment of that which was foon 
to be due. This payment, therefore, was alto
gether fictitious. The ftrearn, which, by means 
of thofe circulating bills of exchange, had once 
been made to run out from the coffers of the 
banks, was never replaced by any ftrearn which 
really run into them.

example, hi London. Tills other bill was m*dr p a y a b le  to 
we order t»t 3 , who, upon its being accepted by C, difuoum- 
H it with feme banker in London ; and A  enabled C to dif- 
charge it by drawing-, a few days before it bedamc due, a’third 
bill, 'ikewife ».t two months date, femetfrftrt upon his fell 
rrrrclpondeiit F., and fometimes upon feme fourth Or fifth per- 
fon, L> or E, for example. This third bill was made p lyabie 
to the order of C; who, as foon as it wn accepted, difeounted 
it itt the fame ifrusincr with feme hanker in London, Such 
operations being repeated at lead fix times in the year, and 
being loaded with a con-.million of at leal! one-halt per cent, 
upon each repetition, together with the legal intereft of five 
per cent, this method of railing money. In the feme manner.** 
that deferibed in the text, mufi have coil A fentetliiog mom 
than eight per cent. By faring, howerer, the exchange be- 
tweer hduu'urgh and London it was left expen five than that 
mentioned in the foregoing part of this note ; but then it re
quired an cfiablilkd credit with more Ixiufes than one in 
London, an advantage Which m.-.nvof tiiefe adventurers could 
not m w i f t  find it cafy to procure.

Tint
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T he paper which was iflt ;■". ’upon thrift; ei; - c f;,A p* 
ciiating bills of exfihafo d, nmountid, upori in any —  
occafions, to the whole fo: ideftined for carry
ing on forme VaiV and extenfivd prtffoft of n.-fi- 
culture, commerce, ol marivfacUfoe and not 
merely to that parr of it which," ha ‘ there o-cn 
no paper money, the proje&or would have' been 
obliged to keep by him, unemployed and in 
ready money for anfwering occafional demands.
The greater part of this paper was, conleqtiemly, 
over and above the valtc of the gold and fever 
which would have circulated in the country, had 
there been no paper money. It was over and 
above, therefore, what the circulation of "the 
country could eafsly abforb arid employ, and, 
upon that account, immediately returned upon 
the banks in order to be exchanged for geld and 
{(Ivor, which they were to find as they could.
It was a capital which thofe .projectors had very 
artfully contrived to draw from chafe banks, 
not only •without their knowledge or deliberate 
cyan font, but for feme time, perhaps, without 
their having the moll dill ant fufphion that they 
Had really advanced it.

W hew two people, who arc continually draw
ing and re-drawing upon one another, difoount 
their bills always with the fame banker, he mult 
immediately difeover what they are about, and 
foe dearly that they are trading, ■<>: with any 
capital of their own, but'with the capital which 
he advances to them. But this difoovery is not 
afoog 'ther Co cafy when they thf ou t? their bill*
Someurncs with one banker, and fame rimes with 

H  h 3 another,
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a o o  K another, and when the fame two pa-fogs do not 
w -yh-j cooftandy draw and re-draw upOft one another, 

but occafionally run the round of a great circle 
of projectors, who find it for their imerfft, to 
afiifi one another in this method of railing money, 
and'to render it, upon that account, as difficult 
as poffjpjc to dififnguilh between' a real and a 
fictitious bill of exchange* ‘between a bill drawn 
by a real creditor ppon a real debtor, and a bill 
for which t’- ic was properly no real creditor but 
the bank which difcountcd it; nor any real 
debtor but the projector who made ufe of the 
nvmty. When a banker had even made tiffs 
difeovery, he might fometirnes make it too late, 
and n igh t find that he had already difeounted 
the bills of thofe projectors to fo great an extent, 
ting, by rcfufing to diicoutit any more, he would 
necdtaiily make rherh all bankrupts, and thus, 
by ruining them, might perhaps ruin himfclf. 
For his own i mere ft and fafety, therefore, he. 
might find it necellary, in this Very, perilous fitu- 
ation, to go on for borne'-time, endeavouring, 
however, to withdraw gradually, and upon that 
account making every day greater and greater 
difficulties about difeountuitt, in order to force 
thofe projedlors by degrees tc have recourfc, 
either to other bankers, or to other methods of 
raffing money; fo a> that .he himlclf might, as 
foon as pofuble, get out c f the circle- The dif
ficulties, accordingly, which the bank, of Eng
land, which the principal bankers in l-ondon, 
and which even the more prudent Scotch banks 
began, after a certain time, and when all of them

had’
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had already gone too far, to make about dif- 1 
counting, not only alarmed, but cni aged in the ‘ v ~ ■

diRrefs, of which this prudent and neafu iy  u -  
frrve of the banks, was, no doubt, the Unifiedute 
occafion, they called the difhvft of the country, 
and this (liftreis of the country, they ft id, was 
altogether owing to the ignorance, pufdlanimtty, 
and bad conduct of the banks, which did not 
give a fufiiciently liberal aid to the fpirued un
dertakings of thufe who exerted thcmfelves m 
order to beautify, improve, and enrich the coun
try It was the duty of the banks, they feemed 
to think, to lend for as long a time, and to as 
great an extent as they might wdh to borrow.
The banks, however, by refuting m this manner 
to give more credit to thofe, to whom they had 
already given a great deal too much, too*, t ie 
only  method by which it was now poffibie to lave 
eitMr their own credit, or the pubhek credit of
the country. r

Iv the rntdft of this clamour and diltrels, a 
new bank was eftablilhcd in Scotland for the 
exprefs purpofe of relieving the diftrefs of the 
country. The dcftgn was generousj out the 
execution was imprudent, and the nature and 
caufei of the diftrefs which it meant to relieve, 
were not, perhaps, well underftood. 1 h.s bank 
was more liberal than any other Had ever been, 
both in granting cafh accounts, and m discount
ing bills of exchange. With regard to the latter, _ 
kfeems to have made fcarce anv dUl.nction be 
tween real and circulating bills, but to have dsf- 

H h 4 counted
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u 0 0 k coimt««l all equally.' It #as the avowed prin- 
w v —* ciple of this bank to advance, upon any reafon- 

able fccority, the whole capital which was to be 
employed in thole improvements of v/hitrh the 
returns arc the rnoflj flow and diflant, fiich as the 
improvements ofland. To promote filch im
provements was even faid to be the chief of the 
publick iptrited purpofes for which it was inift- 
tuteti. By its liberality in granting cafh ac
counts, and in difebunting bills of exchange, it, 
no doubt, tffued great quantities of its bank
notes. But thole bank-notes being, the greater 
part of them, over and above what the circula
tion of the country could eafity atfforb and em
ploy, returned upon it, in order to be exchanged 
for gold and filver, as fait as they were ifitted. Its 
coffers were never well-fitted. The capital which 
had been fiiblcribcd to this bank at two different 
fubferiptions, amounted to one hundred and 
ftxtythouland pounds, of which eighty percent, 
only was paid tip. This fum ought to have been 
paid in at fcveral different inftaiments. A great 
part of the proprietors, when they paid in their 
iirft iptUlment, opened a-caffi account with the 
bank» and the dire&ors, thinking themfelves 
obliged to treat their own proprietors with the 
fame liberality with which they treated all other 
pen , allowed many of them to borrow upon thi s 
cafh account v u they.pffd in upon all their 
fubfcqaient inftaiments. Such payments, there
fore, only pyt into ope coffer, what had the mo
ment before been taken out of another. But had 
the coffers of this bank been filled ever fo weli,

• its
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its exceftive circulation muft have emptied them n 
jalier than they could have been repiendked by *—v —» 
any other expedient but the ruinous om; of draw
ing upon London, and when the bill became 
due, paying it, together with iriccreft and com- 
miffton, by another draught upon the-fume place.
Its coffers having been filled fo very ill, it is 
faid to have been driven,to this rewurcc within 
a very few months after it began to do bufiwds.
The cftar.es of rhe proprietors of this bank were 
worth fcveral millions, and by t'.cir fubfaiption 
to the original bond or contract of the hank, 
were really pledged for aufwering all its engage
ments. By means of the. great credit which fo 
great a pledge needTarily gave it, it was, not - 
withftauding its too liberal copduift, enabled to 
carry on bufmeis for snore than two yeans.
When it was obliged to itop, it had in the circu
lation about two hundred rhoufiuul pounds ui 
bank-notes. In order to fupport the circulation 
of thole notes, which were continually returning 
upon it as fall as they were ilfued, it had been 
conftantly in the practice of drawing-bills ofief- 
ehange upon London, of which the number and 
value were continually incrcafuig, and, when 
it dope, amounted to upwards o f fix him Sr 1 
thou fond pounds. |'h i»  bank, therefore, li*d, 
in little .more than the comic of two year,,. sfo 
vanced to different people upwards of cigi • 
hundred thoufand pounds at five p; r cent.
Upon,the two hundred thoufand pounds v.a; n 
ft circulated in bank-notes, this five per c m . 
plight, pc:haps, be conndered as clear .«o,

without
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B -. ) k without any otlu r deduction bolides die expence 
w---i--w of management. But upon upwards of &» him- 

tired thoufand pounds, tor which it was conti- 
i tlr. wing bills of exchange upon London, 
v. was paying, .in the way of interdl and com- 
nvilon, upwards of eight per cent,, and was 
t ..ifequeiuiy lofing more than three per cent, 
upon- more than three-fourths of ail its deal
ings. !

|  ( 8 operations of this bank feem to have pro
duced effefts quite oppofite to thofc which were 
intended by the particular perfom who planned 
and arc fled it. They feem to have intended "o 
i up port the fpirited undertakings, for as fueh 
they confidered them, which were at that time 
carrying on in different parts of the country; 
and at the lame time, by drawing the whole 
banking bounds to themfelves, to fupplant all 
the other Scotch -banks j particularly thole d la - 
bliihed at Edinburgh, whole backvardnels in 
difeounting bills of exchange had given form 
offence. This bank, no doubt, gave fome tem
porary relief to thofe projectors, and enabled 
them to carry on their projects for about two 
years longer than they could other wife have done. 
But it thereby only enabled them to get ib much 
deeper into debt, fc that when .ruin came, it fell 
fo much the heavier both upon them and upon 
their ci editors. The operations of this bank, 
therefore, inftc.nl of relieving, in reality aggra
vated in the long-run the diijbrefs which thole 
projectors had brought both upon themfelves 
and upon their country. It would have been

much
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m uch. better -for themfelves, their creditors and c HJ(A 
their country, had the greater part of them been w—v— 1 
obliged to ftoi) two years Loner than they 
abtu.diy did. The temporary relief, however, 
which this bank afforded ro thole proje&ors, 
proved a real and permanent relief to the other 
Scotch banks. Ail the dealers in circulating 
bills of exchange, which thole other bard^ had 
become fo backward in difeo anting, had recourle 
to this new bank, where they were received with 
open arms. Thofe other banks, therefore, were 
enabled to get very eafily out of that fatal circle, 
from which, they could not: otherwise have Un
engaged themfelves w ithout incurring a confider- 
ahle lofs, and perhaps too even feme degree of 
diferedit.

Lm die long-run, therefore, the operations of 
this bank intreafed the real diftrefs of the coun
try which it meant to relieve ; and efFc&ually re
lieved from a very great diftrefs thofe rivals 
whom it meant to fupplant.

At the firft fetting out of this bank, it was 
the opinion of fome people, that how faff foever 
its coffers might be emptied, it might eafily 
rcplenifh them by raifing money upon the fecuri- 
ties of thofe to whom ir had advanced its paper. 
Experience, I believe, foon convinced them that 
this method of railing money was by much too 
flow to anfwer their purpofe; and that coffers 
which originally were fo ill filled, and which 
emptied themfelves fo very fall, could be re- 
plenifhed by no other expedient but the ruinous 
one o f drawing biils upon London, and when

they
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* o ©  k  th ey  b ecam e d u e , p a y in g  th e m  by oth er d rau gh ts  
w - y —j  u p o n  th e  fa m e . p la c e -w ith  a ccu m u la ted  intereft 

and ro m m illio n . B u t th o u g h  they had b een  
ab le  b y  th is m eth od  to  ra ife  m on ey  as fa ll as 
th c \ w anted  i t ; y e t , in ftcad  o f  m a k in g  a profit, 
they n iu ft have iu ifered a lo is  b y  every  fu ch  o p e 
ration ; lo  that in  th e lo n g -r u n  th ey  m u lt have  
ru in ed  th e m ie h  as as a m e r c a n tile  co m p a n y , 
th o u g h , perhaps, not fo foon  as by th «! m ore  
ex p en ftv t p fad tice  o f  d raw in g  and re*-drawing. 
T h e y  co u id  i t i l l  have m ad e n o th in g  by th e  in -  
te r e it  o f  th e  paper, .w hich, b e in g  over  and a b ove  
v.'uit the c ircu la u o p  o f  th e co u n try  co u id  a b lero  
anti em p lo y , returned u p on  th e m , in ord er  tu  be  
exch an ged  for g o ld  and ft lv e r ,-a s  fa it as th e y  
iflu ed  i t ; and for the p a y m en t o f  w h ich  th ey  
w ere th em ie lv es co n tin u a lly  o b lig e d  to..;borrow  
m a n  . O n the contrary, th e  w h o le  e x p e n c e  o f  
th is  borrowing, o f  e m p lo y in g  agen ts to lo o k  o u t  
for p eop le  w h o had m on ey  to  le n d , t.f  n e g o t  ia tin g  
w ith  th o le  p e o p le , and o f  d ra w in g  the proper  
b on d  or a& igm ncnt, n iuft h ave fa llen  u p on  th em , 
and h a v e - been  ibjnofijfs clear- io fs  -upon th e  b a 
lance o f  their a ccou n ts, T h e  project o f  rep ie n ilh -  
i - o , t h e i r  coffers in th is m a im er m ay he com *  
p ared  to  that o f  a  man w h o  had a w ater-p on d  
from  w h ich  a dream  was c o n tin u a lly  ru n n in g  
o u t, and -inta which no,-ftream  w as c o n tin u a lly  
ru n n in g , but w ho. pR opoftd to  k e e p  i t  a lw ays  
eq u ally , fu ll by e m p lo y in g  -a, n u m b er o f  p eo p le  
to  g o  co n tin u a lly  w ith  b u c k e ts  to  a w e ll a t  
fom e m iles- dift*iv;c in  ord er  to  b rin g  w ater , pa 
rep lem ih  it.

Bi t
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Bur though this operation had proved, not c HUA p* 
only ■pra^icable, but profitable to the bank as a <— a 
mercantile company; yet the country could hare 
derived no benefit from it; but, on the con
trary, mult have fufibred-.a very comlderabk loi's 
by it. This operation could not augment in the 
imalieft degree the quantity Of money to be lent.
It could only have erected this bank into a for x. 
oi general loan office for the wools country.
Thole who wanted to borrow, mufo have applied 
to this bank, in (lead of applying to the private 
perlbns who had lent it their money. But a 
bank which lends money, perhaps, to five hundred 
different people, the greater part of whom its 
directors can know very little about, is not likely 
to be more judicious in the choice of its debtors, 
than a private perfon who lends out his money 
among a few people whom he knows, and in 
whofe fober and frugal conduct he thinks he has 
good reafon to confide. The debtors of lb eh a 
bank, as that whole condud I have been giving 
lbme account of, were likely, the greater part of 
them, to be chimerical projectors, the drawers 
and re-drawers of circulating bills of exchange, 
who \sauid employ the money in extravagant 
undertakings, which, with all the affiffance that 
could be given them, they would probably never 
be able to compkat, and which, if they Ihould 
be compleated, would never repay the expence 
which they had really cod, would never afford a 
fund capable of maintaining a quantity of labour 
equal to that which had been employed about 
them. The fober and frugal debtors of pri

vate
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* (\ n K v-t" p< rfotis, on the contrary, w6uM bp more 
»— v—~ likely to employ .the-money borrowed in ibber 

undertakings which were proportioned to tbei'r 
capitals;, end which, though they might have 
lefs of tiie grand and the marvellous, would- have 
©ore of the folid and the profitable, which 
would repay with a large profit whatever had 
been laid out upon them, end which would thus 
ajeurd a fund capable of maintaining a much 
greater quantity. <>■ labour than that which had 
b* i) e; ployed about tneiti, 1 he fuCceis of this 
operation, therefore, without inoreaiing in the 
fimlidl degree the capital of the country, would 
only have transferred a great part of it from pru
dent r J  prof able, %o imprudent and unprofit
able undertakings. •• tbv ■

J r r  rite induftry of Scotland Janguifhecl for 
want of ..v.'Ney to employ it, was he opinion of 
the famous Mr. Law. By dtablifhing a bank of 
a particular kind, which he fecitvs to have ima
gined, might iffue parser to the amount of the 
whole vahre of all the lands in the country, he 
prop*..fed to remedy this want of money. The 
parliament of Scotland, when he firft propofed 
his project, did not think proper to adopt it. It 
was afterwards-adopted*' with fome variations, 
by the duke of O leans, at that time regent of 
France, The A a of the poffibiiity of multi
plying paper money to almott any extent, was 
the re;u found , on of what is called the Mif- 
fifllppi fcheme, the molt extravagant project 
both of banking and ftock-jobbing that, per
haps, the world ever f*w. The different opera

tions
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tions of this fcheme are explained fo fully, fa c h a p .
clearly,' and with fo much order and di fti netnds, <__
by Mr. Du Verney, in his Examination of the 
.Political Reflations upon Commerce and Id- 
nances of Mr, Pi: Tor, - tin t 1 fhall not give any 
account of the n. The principles upon which t 
was founded ate explained by Mr. Law himftdf, 
in a difeourfe concerning money and trade, 
which he published in Scotland when he firft 
propofed his project The fplendid. but vifion- 
ary ideas which are fet forth in that and fdrn# 
othe r works'upon the fame principles, ftill con
tinue to make an impreffion upon many people, 
and have, perhaps, in part, contributed to th tc 
excels o f  banking, which has of late been com
plained of both in Scotland and ; other places.

T he bank of England is the -gfcateft bank of 
circulation in Europe. It was incorporated, in 
pur lb-nice of an aft of parliament, by a charter 
under the great foil, dated the 27th of July,
1694. It at that time advanced to government 
the fum of one million two hundred thotifand 
pounds, for an annuity of one hundred thotifand 
pounds ; or for 96,000 /. a year in fer eft, at the 
rate of eight per cent., and 4,000/. a year for the 
ftpence of management. The credit of the new 
governmcm, cftablilhed by the Revolution, we 
may believe, muft ha-.e been very low, when it 
was obliged to borrow at fo high an inten d.

Ix 1697 the frank was allowed to enlarge its pa- 
pital ftock by an cngraftmeilt of 1,001,171/. to /.
Its whole capital ftocfc, therefore, amounted 
at this time to '2,201,171 7. to / .  This en- 
graftment is faid to have been for the fup-

po rt
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B (\ £ x  port of publick credit. In 16.96, tallies, had 
•>— v— > been at forty,, and fifty, and fixtyper cent, .dif- 

couik, and bank notes at twenty per cent *. 
During the great recoioage of the fdver, which 
was going or. at this time, the bank hadtlrought 
l ‘toper to difcontiuue the payment of its. notes, 
which necefirti ily occafioned their difcrwi.it.

it*’ purfuance of the 7rii Anne, c. vii. the 
bank advanced and paid into the exchequer, ti e 
hum of 400,000/. ; making in all the hum of 
»,noo,oco!. which it had advanced upon its 
original annuity of 96,000 /. interefc and 4,000/. 
for xpcn.c of management. In 1708, there
fore, the credit of government was as good as 
that >f private perfons, fin.ee if could borrow 
at fix per cent, intcrdly the common legal and 
market rare of thofe times. In purfuance of tne 
fame act, the bank cancelled exchequer bills 10 
the amount of 1,775,027/. 17s. iq \d. at fix 
per cent, mterefc, and was at the lame rime al
lowed to take in fubicripiions for doubling its 
capital. In 1708, therefore, the capital of 
the bank amounted to 4,402,34? L ; and it 
had advanced to government the fum of 
3*37 S»ot 7!. 17 s, 10 -| d.

Bv a call of fifteen per cent, in 1709, there 
was paid in and made ftock 656,204/. r s. 9d. » 
and by another of ten per cent, in 1710, 
501,448/. 12 j . 11 d. In confequence of thofe 
two calls, therefore, the bank capital amounted 

',105,559,995/. i 4 i, 3d.

* James Pcflkshwaitc'e Hiflory of the Pablicfc Revenns, 
page 301.

I lie
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I n purfyancc of the 3d George I. c. 8. the c H„f r* 

bank delivered up two millions of exchequer bills v—*
to be Cab belled. It had at this time, therefore, 
advanced to government 5,375,017/. 17 s. to d.
In purfuartce of the 8th George I. c. 21. the 
bank purchalecl of the South Sea Company, ftock 
to the amount of 4,000,000 /. j and in 1722, in 
confequence of the fubferiptions which it had 
taken in for enabling it td make this pur chafe, 
its capital ftock was increafed by 3,400,000/.
At this time, therefore, the bank had ad vanced to 
the publick 9,375,027/. 17 s. up id . ; and its capi
tal ftock amounted only to 8,959,995/. 14c 8k,
It was upon this occafton that the fum which 
the bank had advanced to the publick, and for 
which it received intereft, began full to 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 11,686,8c 1/. and its divided capital had 
been railed by different calls and iublfiriptions 
to 10,780,000/. The ftajte of thofe two fums has 
continued to be the fame ever fince. In purfu- 
ance of the 4th of George III. c. 25, the bank 
agreed to pay to government for the renewal of 
its charter 1 iO,ooo.’. without intereft or repay
ment. This fum, therefore, did not increais 
either of thofe two other lums.

V ot. I. 1 i T h*
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B °ii° K • T«f« dividend of the bank has varied accord- 
v—v—  ̂ ing to the variations in the rate of the interdl 

which it has, at different times, received for the 
money it had advanced to the publiek, as well as 
according to other circumftances, This rate of 
insertft has gradually been reduced from eight 
ro three per cent. For Tome years pall the 
bank dividend has been at live and a half per 
cent.

Tm- liability of the bank of England is equal 
to that of the Britilh government. All that it has 
advanced to the publiek merit be loft before irs 
creditors can foftain any lots. No other bank
ing company in England can he eftablifhed by 
tuft of parliament, or can confift of more than fix 
m em bers'. It afts, not only as an ordinary bank, 
hut as a great engine of ftate. It receives and 
pav t the greater part of the annuities which are 
due to  th e  creditors of the publiek, It circulates 
ty.clvquer Bills, and it advances to government 
the annual amount of the land and malt taxes, 
w hich  are freq u en tly  not paid up till fome years 
thereafter. In thofe ddierent operations, its duty 
to the p u b lic !, n u y  fometimes have obliged it, 
Vrithodt any fault of its directors, tooverftock the 
c ircu la tio n  w ith  paper money. It likewife dif- 
eotin ts merchants bill';, and has, upon feveral dif- 
f  rent occafions, fupported the credit of the prin- 
c'qv.d houfrs, not only of England, but of H a m 
burgh anti Holland. Upon one occation, in t j 6 j ,  
it lit laid to have advanced for this purpofe, in 
one week, about 1,600,000/.; a great part of it

in
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in bullion. I do not, however, pretend to war* r ” * 
rant either the greatneis of the fum, or the ihort- t—*v— * 
nefs of the time. Upon other occalions, this 
great company has been reduced to the neccflity 
of paying in fixpences.

It  is not by augmenting the capital of th<3 
country, but by rendering a greater part of that 
capital a&ivc and' productive than would other- 
wife be fo, that the moft judicious operations of 
banking can increafe the induftry of the country.
That part of his capital which a dealer is 
obliged to keep by him unemployed, and in 
ready money for anfwering occalional demands, 
is fo much dead ftock, which, fo long as it re
mains in this lunation, produces nothing either 
to him or to his country. The judicious opera
tions of banking enable him to convert this dead 
ftock into aftive and productive ftock; into ma
terials to work upon, into tools to work wit!., 
and into provifrons and Jubliftencc to work fo r; 
into ftock which produces fomethiog both to 
himfclf and to his country. The gold and filver 
money which circulates in any country, and by 
means of which, the produce of its land and la
bour is annually circulated and diftributed 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 fublli- 
tuting paper rn the room of a great part of this 
gold and fdver, enables the country to convert a 

I i 2 great
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8 °a° K Srcat Part .°f thif dead Hock into aftive and pro- 
*— dudive Hock j into ftock which produces fame- 

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 
gra s and corn of the country, produces itfelf not 
a fiiigle pile of either. The judicious operations 
of banking, by providing, if  I may be allowed 
lb violent a metaphor, a fort of waggon-way 
through the air ; enable the country to convert", 
as it were, a great part of its highways into good 
pa Hu res and com fields, and thereby to in ere ale 
very confiderably the annual produce of its land 
and labour. The commerce and iriduftry of the 
counrry, however, it mull: be acknowledged, 
though the> may be fomewhat: augmented, can
not be altogether fo fccure, when they are thus, 
as it were, fufpended upon the Daedalian wings 
of paper money, as when they travel about upon 
the folid ground of gold and filver. Over and 
above the accidents to which they are expofed 
from the unilcilfulnefs of the conductors of this 
paper money, they are liable to feveral others, 
from which no prudence or fkill of thole con
ductors can guard them.

A n unfuccefsfui war, for example, in which 
the enemy got poffeffion of the capital, and con- 
fequemly oi that treafure which fupported the 
credit of the paper money, would occalion a 
much greater confufion in a country where the 
whole circulation was carried on by paper, than

in
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in one where the greater part of it was carried on c I!„f p- 
by gold and filver. The ufual inftrutnCnt of s— t— 1 
commerce having loft its value, no exchanges 
could be made but either by barter or upon cre
dit. All taxes having been ufually paid in 
paper money, the prince would not have where 
withal either to pay his troops, or to furniih his 
magazines ; and the ftate of the country would 
be much more irretrievable than if the greater 
part of its circulation had confided in gold and 
filver. A prince, anxious ro maintain Ids domi
nions at all times in the 11 ate in which he can 
molt eafily defend them* ought, upon this ac
count, to guard, not o> ly againft: that exceffivc 
multiplication of paper money which ruins the 
very banks which Tin- it j but even againft that 
multiplication of it, which endecs them to fill 
the greater part of the circulation of the country 
with it.

T he circulation of every country may be con- 
fidered as divided into two different branches; 
the circulation of the dealers With one another, 
and the circulation between the dealers an i die 
eonfuqiera. Though the fame pieces of rrv ncy, 
whether paper or metal, may be employed 11, > 
times in the one circula1 ion and fometimes in ut 
other, yet as both are conftantly going on at me 
fame time, each requires a certain ftock of mo
ney of one kind or another, to carry it on. The 
value of the goodo circulated between the differ
ent dealers, never can excetlf the value o f thole 
circulated between the dealers and the ccmfum- 

I i 3 ersj
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s o o k f r ! . whatever is bought: by the dealers, being 
*•—y*—j ultimately deftined to be fold to the conftmiers.

The circulation between the dealers,,as it is car
ried on. by wholcfale, requites generally a pretty 
large Turn for ev ry particular trarifadlion. That 
betw» en the dealers and the confumers, on the 
Cohthiry, as it is generally carried on by retail, 
frequently requires but very f nall ones, a £hSl- 
1 in: , or even a halfpenny, being often fjfikienfc.
But 'fmall ftirns circulate much fa Her than large 
ones, A (hilling changes mafia rs more fre
quently than a guinea, and a halfpenny more 
frequently than a (hilling; Though the annual 
purchafes of all the ■confumers, therefore, are at 
lead equal in vrlite to thofe of all the dealers, 
they c.tti generally be tranfa&ed with , a much 
finaller'-quantity of money ; the fame pieces, hy 
a more rapid,icitf ulation, ferving ■ as the inltru- 
ment of many more purchafes of the one kind 
than of the other. K >’

Pacer money may be fo regulated, as either 
to confine itfelf very much to t ie circulation be
tween the different dealers, or ro extend itfelf 
likewise to a great part of that between the deal
ers and the Confumers. Where no bank notes 
are circulated under ten pounds value, as in 
London, paper money1 confines itfelf very much 
to the circulation between the dealers,. When a 
ten pound bank note comes into the hands of a 
cohfumer, he is generally obliged to change it at. 
the firft (hop where he has occafion to pure hale 
tlvc millings worth of goods, fo th.it it ofeen re

turns
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turns into the.hands of a dealer, before the con- CHnA p< 
fumerhas /pent the fortieth part of the money.
Where bank notes are blued for fo finall turns as 
twenty fhiUings, as in Scotland, paper money 
extends ttTdf to a confiderabi .-. par: of the circu
lation 'between dealers and confunxrs. Before 
the aft of parliament, which pur a Crop to the 
circulation of ten and five Bulling, notes, it filled 
a ftfil greater part of that circulation. In tlj.es 
currencies of North America,, paper was com
monly ifi’ued for fo lmall a lorn as a Hulling, ar.d 
filled almoft the whole of that circulation. In 
fame paper • nrrencics of Yorkfhirc, It was iJTuc'd 
even for fo itnall a Ann as a fiapcnce.

WrfEP ■ the itfuing of banknotes for fuch very 
frnall fums is .iilowed and commonly pradtifed, 
many mean people are both enabled and encou
raged to become bankers. A perfon whofe pro- 
miffory note for five pounds, or even for twenty 
Ih filings, would be rejected by every body, will 
get it to be received without lcruple when it is 
ifTutd for fo frnall a fum as a lixpence. But,the 
frequent bankruptcies to which fuch beggarly 
bankers rauft be liable, may occafion a very con- 
fiderable inconveniency, and fome times even a 
very great calamity to many poor people who 
had received their notes in payment.

It were better, perhaps, that no bank notes 
•were iffued in any part of jhe kingdom for 3 
fmaller fum than five pounds. Paper money 
would then, probably, confine itftif, in every 
part of the kingdom, to the circulation between 

I I 4  the



» 0 0 k thc different dealers, as much as it docs at pre- 
*—■v-— lent in London, where no bank notes are iftued 

under ten pounds value; five pounds being, in 
moft parts of the kingdom, a fum which, though 
ii will purdufe, perhaps, little more than half 
tH* quantity of goods, is as much conlidered, 
and is as feldom ljpertt all at once, as ten 
pounds are amid# the profoie expence of Lon
don.

W here paper money, it is to be obferved, is 
pretty much confined to the circulation between 
dealers and dealers, as at London, there is always 
plenty of gold and filvcr. Where k  extends it- 
ielr to a confiderablc part of the circulation be- 
rvreen dealers and confuiners, as in Scotland, and .
' d) mOro hi North America, it bamdtes gold 
a.ul filver alrnoft entirely from the country; &i- 
moff all the ordinary tranfafltihns of its interior 
coiTurK: ce being thus carried on by paper. The 

ppnlliorv of ten and five {hilling banknotes, 
iornewhat relieved the feurcity of gold and filver 
m Scotland; and the fupprdTion of twenty jfhil- 
Srny notes, would probably relieve h  dill more,
1 hbfe metals are faid to have become more 

abundant in America, fince the fupprdfon of 
)onn>; of their paper currencies. They are faid, 
bwc-u tfe, to  have been more abundant before the 
in m utton oi thofe currencies.

not’oh paper money ihould be pretty much 
tor-lined to the circulation between dealers and 
orders, y£t banks and bankers might drill be 
able to give nearly the fame affi fiance to rhe tn-

ddtry
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duftry and commerce of the country, as they had ” * !‘* 
done when paper money filled 'aimed' the whole *— 
circul «tion. The ready money which a dealer is 
obliged to keep by him, for anfiwertrtg occafidnal 
demands, is deftined altogether for the circula
tion between himfelf and other dealers, of whom 
he buys goods. He has no occafion to keep 
arty by hifn for the circulation between himfelf 
and the confumers, who are his cuftomers, and 
who bring ready money to him, info aid of tak
ing any from him. Though no paper money, 
therefore, was allowed to be iffued, but for filch 
fums as would coniine it pretty much to the cir
culation between dealers and dealers; yet, partly 
by ditcoimting real bills of exchange, and partly 
by lending upon cafh accourtt: , banks and 
bankers might ftill be able to-relieve the greater 
part of thofe dealers from the neeefiky of keep
ing any confiderable part of their ftock by them, 
unemployed and in feady money, for anfaering 
occafiona) demands. They might ftill be able 
to give the urmoft affiftancc Which banks and 
bankers can, with propriety, give to traders of 
every kind.

T o  t eft rain private people, it may be laid, 
from receiving in payment the prormiibry notes 
of a banker, for any fum whether great of final!, 
when they themfdves are willing to receive 
them; or, to reftrain a banker from iffuing fuch 
notes, when all .his neighoonrs are willing to 
accept of them, is a mamteft violation of that 
natural liberty which it is the proper bufm .. of

law,,
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b o o k  ]aWi not to infringe, but ro fupport. Such re-
t_ A..gulutions may, no doubt, be considered as in

fomc refpeft a violation o f natural liberty. But 
thole exertions of the natural liberty of a few in
dividuals, which might endanger the fecurity of 
the whole foctety, are, and ought to be, re* 
ftrained by the laws of ail governments ; of the 
,ooft free, as well as of the moll defpotical.
The obligation of building party walls, in order 
to prevent the communication-of fire, is a viola
tion of natural liberty, exafrly of the fame kind 
With the regulations of the banking trade which 
jfre here propofed.

A p .per money conufting in bank notes, iftued 
by people of undoubted credit, payable upon 
demand without any condition, and in faft al
ways readily paid, as foorj as presented, is, in 
every refpeft, equal in value to gold and filver 
money; fince gold and filver money can at any 
time be had for if. Whatever is either bought 
or fold for fuch paper, mull neceflarily be bought 
or fold as cheap as it could have been for gold 
and filver.

Ttir increafe of paper money, it has been faid, 
by augmenting the quantity, and confequently 
tl: nimihic’.g the value of the whole currency, 
neceflarOy augments the money price of com
modities. But as the quantity o» gold and filver, 
which is taken from the currency, is always 
equal to the quantity of paper which is added to 
it, paper money does not neceffarily increafe the 
quantity of the whole currency. From the be

ginning
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gin if  ng,of t% H i century to the. prefent time, c H * p* 
pjrovjfipiw never were cheaper in Scotland than <— r —* 
k  i';'59, though, from tlie circulation of ten 
and. live Spiling, bank notes, there was then 
more paper money in the country than at pre- 
fent. The proportion between the price of pro*- 
vifions in, Scotland and that in England, is the 
fame now as before the great multiplication 
of banking companies in See..land. Corn is, 
upon mod occafions, fully as cheap in England 
as in France; though there is a great' deal of 
paper money in England, anti fcarc» any in 
France. In 1751 and in 1752, when Mr. Hump 
published his Political Difcourfes,, and fpon after 
the great multiplication p f paper, mpney ip Scot
land, there was a very fenfiblc rife, in the price 
of proyiiions, owing, probably, to the badnefs 
of the feafons, and not to the multiplication of 
paper money.

It would be other,wife, indeed, with a paper 
money confiding in promifibry notes, of which 
the immediate payment depended, in any re- 
f p e f i ,  either upon the good will of thofe who 
iifued them ; or upon a condition which the 
holder of the notes might not always have it in 
his power to fulfil; or of which the payment was 
not exigible till after a certain number of years, 
and which in the mean time bore no interdt.
Such a paper money would, no doubt, fall more 
or lefs below the value of gold and filver, ac
cording as, the difficulty or uncertainty of obtain
ing immediate payment was fuppofed 10 be

greater



11 °n°  K greater or Ids j or according to the greater or 
w »v-~j  Ids diftance of time at which payment was exi

gible. ' ,
Some years ..go the different banking com

panies of Scotland were in the praftice of inferr
ing into their bank notes, what they called an 
O' tional Claufe, by which they promiled pay
ment to the bearer, either as foon as the note 
fhatild be preiinted, or, in the option of the 
directors, fix months after fuch prefers tment, to
gether with the legal intereft for the faid fix 
months. The directors of forne of thofe banks 
fometimes took advantage of this optional claufe, 
and fometivnes threatened thofe who demanded 
goto and filver in exchange for a confidcrable 
number of their notes, that they would take ad
vantage of it, unlefs fuch demanders would content 
thcmfelves wish a part of what they demanded.
The promiffory notes of thofe banking com
panies conftituted at that time the far greater 
part of the currency of Scotland, which this un
certainty of payment neceilhrily degraded below 
tiie value of gold and filver money. During the 
continuance of this abide' (which prevailed 
chiefly in 1762, 1763, and 1764}, while the ex
change between London and Carlifle was at par, 
that between London and Dumfries would foitic- 
times be four percent, again it Dumfries, though 
this town is not thirty miles diftant from Carlifle.
But at Carlifle, bills were paid in gold and fil
ver whereas at Dumfries they were paid in 

'Scotch bank notes, arid the uncertainty of get'-
dng
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ting thofe bank notes exchanged for gpl|i an4 c H([A !>* 
fdver ebin had thus degraded them four per pent, u—. 
below the value of that coin. The fame aft of 
parliament which fuppreffed ten and five dulling 
bank notes, fupprefled like wife this optional 
claufe, and thereby reftored the exchange be
tween England and Scotland to its natural rate, 
or to what the cowrie of trade and remittances 
might happen to make it.

I n the paper currencies of York ini re, the 
payment of fo final l a fum as a fix-pence ionie- 
limes depended upon the condition that the 
holder of the note fhould bring the change of a 
guinea to the perfon who ilfued it;  a condition, 
which the holders of fuch notes might frequent’/ 
find it very difficult to fulfil, and which mud 
have degraded this currency below the value of 
gold and filver money. An aft of parliament, 
accordingly, declared all fuch claufe; unlawful, 
and fuppreffed, in the fame manner as in Scot
land, all pronuffory notes, payable to the bearer, 
under twenty fhillings value.

T he paper currencies of North America con
fided, not in bank notes payable to the bearer 
on demand, but in a government paper, of which 
the payment was not exigible till levcral years 
after rt was ilfued: And though the colony go
vernments paid no interdl: to the holders of thjs 
paper, they declared it to be, and in faft ren« 
tiered it, a legal tender of payment for the full 
value for which it was ilfued. But allowing the 
colony fecurity to he perfectly good, a hundred

pounds



%L
TIIE NATURE AND CAUSE"? OF

I *
* ° a  K pounds payable fifteen'years hilhce, for example, 
w—,— > in a country where intereft is at fix per cent. U 

worth little more thin £brty pounds ready money. 
'Fo oblige a creditor, therefore, to accept of this 
S3 full payment for a debt of a hundred1 pounds 
actually paid, down :n ready money, was an acl* 
of fuch violent injuftlce, as has fcarce, perhaps* 
been attempted by the government of any other 
country which pretended to be free. It bears 
the evident marks of having originally been, 
what the lioneft and downright Doctor Douglas 
allures us it was, a ftherne of fraudulent debtors 

, t0 caeat their creditors. 'I he government of
Penfylvania, indeed, pretended, upon their firft 
cmiifion ot paper money, in 1722, to render 
their paper of equal value with gold and fxlver, 
by cnading penalties-againft mil thofe who made 
any difference in the price of their goods when 
tney fold thrm for a colony paper, and when 
they fold them for gold and fiv e r; a regulation 
equally tyrannical, but much kfs effectual than 
tint which it was meant to fupport. A pofitive 
law may render a fulling a legal tender for a 
gumeaj becaufe it may direct the courts of 
juftice to dif charge the debtor who has made that 
tender. But no pofitive law can oblige a perfon 
who fells goods, and who is at liberty to fell or 
ip t to fell, as he pieafes, to accept of a Ihilling 
:n equivalent to a guinea in the price of them. 
Not\vjthf!,.n.Hng any regulation of this kind, it 
appeared, by the CQMjrfe of exchange with Great 
i . stain, that a hundred pounds fterling was pc-

cafionally
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rationally coniidered as equivalent,, in feme of c H * p- 
the colonies, to a hundred and thirty pounds, «-— 
and in others to fo great a fum as eleven hun 
dred, pounds currency's this difference in the 
value ariltng from- the difference in the quan
tity o f  paper emitted in the different colonies, 
and in . the riiftance and; probability of the term 
of its final dtfeharge and redemption.

No'-Iaw, therefore, could be more equitable 
than the ad  of parliament, fo tmjuflly coin- 
plained of in the colonies, which declared 
that no paper currency to be emitted there in 
time corning, fhould be a legal tender of pay
ment.

P ensyivania was always more moderate lii its 
emiffions of paper money than any other of otir 
colonies. Its paper currency accordingly is faid 
never to have funk below the v a lu e  of the gold arid 
filver which was current in the colon" before the 
firft emiffioh of its paper money. Before that 
emiffion, the colony had railed the d en om in ation  
of its coin, and had, by aft of a fllm b ly , ord er
ed five (hillings fieriirig to p a fs in the coldly for 
fix and three-pence, and afterwards for fix and 
eight-pence. A pound Colony currency, there
fore, even when that currency was gold and 
filver, was more than thirty percent, below the 
value of a pound fieriing, and when that cur
rency was turned into paper, it was fel lom 
much more than thirty per cent, below that va
lue. The pretence for raifing the denomina
tion of the coin, was to prevent the exportation J 
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a o^o ic 0f gold ,:.nd filvcr, by making equal quantities 
w~,r—• of thole, - .metals pais for greater fums in the 

colony than they did in the mother country. t It 
was found, however, that the price of all goods 
from the mother country role exadtly in propor
tion as they railed the denomination of their 
coin, fo that their gold and filvcr were exported 
as fall: as ever.

T he paper of each colony being received in 
the payment of the provincial taxes, for the 
full value for which it had been kTued, it ne- 
cefiariiy derived from this ufe tome additional 
value, over and above what it would have had, 
liom the real or fuppofed didance of the term 
of its final difeharge and redemption. This 
additional value was greater or Ids* according 
as the quantity of paper ifl'ucd was more or 
Ids above what could be employed in the pay
ment of the taxes of the particular colony which 
ilfued it. It was in all the colonies very much 
above what could be employed in this manner.

A psttNcE, who Ihould ena£t that a certain 
proportion of his taxes fhould be paid in a paper 
money of a certain kind, might thereby give a 
certain value to this paper money even though 
the term of its final difeharge and redemption 
Should depend altogether upon the will of the 
prince. If the bank which iffued this paper 
was careful to keep the quantity of it always 
fomewhat b: low v. at: could eafily be employed 
in this manner, the demand for it might be fuch 
as to rm.kc it even bear a premium, or fell io t  

% fomewhat
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fomewhat more in the market than the quan- c }\ $  p* 
tJty of gold or filver currency for which it was s«—y*—* 
iffued. Some people account in this manner for 
what is called the Agio of the bank of Amfler- 
dam, or for the fuperiority of bank money oyer 
current money; though this bank money, 
they pretend, cannot be taken out of the bank at 
the will of the owner. The greater part of 
foreign bills of exchange mull be paid in bank 
money, that is, by a transfer in the books of the 
bank; and the directors 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 ah agio of four or five per 
cent, above the fame nominal fum of the gold 
and filver currency of the country. This account 
of the bank of Amfterdam, however, it will 
appear hereafter, is in a great meafure chi
merical,

A paper currency which falls below the value 
of gold and filver coin, does not thereby link 
the value of thofe metals, or occafion equal 
quantities of them to exchange for a frnaller 
quantity of goods of any other kind. The pro
portion between the value of gold and filler 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 
Qt poverty of the mines, which happen at any

Vqi,. I. K k particular
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* °j,° K particular time to fupply the great market of the 
w ~ v w  commercial world with thofe metels. I t  de

pends upon the proportion between the quantity 
of labour which is neceffftry in order to. bring a 
certain quantity of gold and filver to market, 
and that which is necefTary in order to bring 
thither a certain quantity of any other fort of 
goods,

If bankers are retrained from i Hiring any cir
culating bank notes, or notes payable to the 
bearer, for lefs than a certain fum ; and if they 
are fubjetted to the obligation of an immediate 
and unconditional payment of fuch bank notes 
as foon as p re fen ted, their trade may, with fafety 
to the publick, be rendered in all other refpe&s 
perfectly free. The late multiplication of bank
ing companies in both parts of the united 
kingdom, an event by which many people have 
been much alarmed, inflxad of diminjlhing, jn- 
creafes the fecurky of the publick. It obliges 
all of them to be more circumfpeft in their 
condyft, and, by not extending their currency 
beyond its due proportion to their cafh, to guard 
themfelvcs againft; thofe malicious runs, which 
the rivallhip of lb many competitors is always 
ready to bring upon them. It retrains the cir
culation 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 

% happen,
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happen, becomes of V& confequence to  the C r. 
pubUek. This free competition too obliges all w>v-»* 
bankers W be noon* liberal in their dealings with 
-heir cuftomers, left their riyals ihould carry them 
away. In general, if any bfanoh ol trade, or any 
divifion of labour, be advantageous to the pub- 
lick, the freer and more general the com
petition, it will always be the more fo,
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