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PREFACE

The produce of the earth - all that is derived fromits surface by the
united application of labour, machinery, and capital, is divided anong
three classes of the comunity; nanely, the proprietor of the land, the
owner of the stock or capital necessary for its cultivation, and the
| abourers by whose industry it is cultivated.

But in different stages of society, the proportions of the whole produce
of the earth which will be allotted to each of these classes, under the
names of rent, profit, and wages, will be essentially different; depending
mai nly on the actual fertility of the soil, on the accunulation of capita
and popul ation, and on the skill, ingenuity, and instruments enpl oyed
in agriculture.

To determine the I aws which regulate this distribution, is the
principal problemin Political Economy: much as the science has been
i mproved by the witings of Turgot, Stuart, Smith, Say, Sisnondi, and
others, they afford very little satisfactory information respecting the
natural course of rent, profit, and wages.

In 1815, M Mlthus, in his "Inquiry into the Nature and Progress of
Rent,' and a Fellow of University College, Oxford'. in his 'Essay on the
Application of Capital to Land,' presented to the world, nearly at the
sane nmonent, the true doctrine of rent; w thout a know edge of which,
it is inpossible to understand the effect of the progress of wealth on
profits and wages, or to trace satisfactorily the influence of taxation on
different classes of the community; particularly when the comodities
taxed are the productions inmediately derived fromthe surface of the
earth. Adam Smith, and the other able witers to whom | have all uded,
not having viewed correctly the principles of rent, have, it appears to
me, overlooked nmany inportant truths, which can only be discovered
after the subject of rent is thoroughly understood.

To supply this deficiency, abilities are required of a far superior cast
to any possessed by the witer of the foll owi ng pages; yet, after having
given to this subject his best consideration - after the aid which he has
derived fromthe works of the above-nentioned enminent witers - and
after the val uabl e experience which a few late years, abounding in facts,
have yielded to the present generation - it will not, he trusts, be deened
presunptuous in himto state his opinions on the laws of profits and
wages, and on the operation of taxes. If the principles which he deens
correct, should be found to be so, it will be for others, nore able than
hinself, to trace themto all their inmportant consequences.

The witer, in conmbating received opinions, has found it necessary to
advert nore particularly to those passages in the witings of Adam
Smith from which he sees reason to differ; but he hopes it will not, on
that account, be suspected that he does not, in common with all those
who acknow edge the inportance of the science of Political Econony,
participate in the admrati on which the profound work of this
cel ebrated author so. justly excites.

The sane remark nay be applied to the excellent works of M Say,
who not only was the first, or anmong the first, of continental witers,
who justly appreciated and applied the principles of Snmith, and who has
done nore than all other continental witers taken together, to



recomend the principles of that enlightened and beneficial systemto
the nations of Europe; but who has succeeded in placing the science in a
nmore |l ogical, and nore instructive order; and has enriched it by severa
di scussions, original, accurate, and profound. (1*) The respect, however,
whi ch the author entertains for the witings of this gentlenman, has not
prevented himfromcomenting with that freedom which he thinks the
interests of science require, on such passages of the ' Econom e
Politique,' as appeared at variance with his own ideas.

Advertisenent to the Third Edition

In this Edition |I have endeavoured to explain nore fully than in the |ast,
my opinion on the difficult subject of VALUE, and for that purpose

have made a few additions to the first chapter. | have also inserted a new
chapter on the subject of MACH NERY, and on the effects of its

i nprovenent on the interests of the different classes of the State. In the
chapter on the DI STI NCTI VE PROPERTI ES OF VALUE AND

RI CHES, | have exam ned the doctrines of M Say on that inportant

question, as anended in the fourth and last edition of his work. | have in
the |l ast chapter endeavoured to place in a stronger point of viewthan
before, the doctrine of the ability of a country to pay additional nobney
taxes, although the aggregate noney value of the mass of its

commodities should fall, in consequence either of the di m nished

quantity of I abour required to produce its corn at hone, by

i nprovenents in its husbandry, or fromits obtaining a part of its corn

at a cheaper price from abroad, by neans of the exportation of its
manuf act ured conmodities. This consideration is of great inportance,

as it regards the question of the policy of |eaving unrestricted the

i mportation of foreign corn, particularly in a country burthened with a
heavy fixed noney taxation, the consequence of an inmense Nationa

Debt. | have endeavoured to shew, that the ability to pay taxes, depends,
not on the gross noney val ue of the nass of commodities, nor on the net
noney val ue of the revenues of capitalists and | andlords, but on the

money val ue of each nman's revenue, conpared to the noney val ue of the
conmodi ti es which he usually consunes.

March 26, 1821.
Chapter 1

On Val ue

The value of a commpdity, or the quantity of any other comodity for
which it will exchange, depends on the relative quantity of | abour
which is necessary for its production, and not on the greater or |ess
conpensation which is paid for that |abour

It has been observed by Adam Smith, that 'the word Val ue has two
di fferent meani ngs, and sonetines expresses the utility of sone
particul ar object, and sonetinmes the power of purchasing other goods
whi ch the possession of that object conveys. The one nay be called
val ue in use; the other value in exchange. The things,' he continues,

"whi ch have the greatest value in use, have frequently little or no val ue
i n exchange; and, on the contrary, those which have the greatest value in
exchange, have little or no value in use; Water and air are abundantly
useful ; they are indeed indispensable to existence, yet, under ordinary
ci rcumst ances, nothing can be obtained in exchange for them Cold, on

the contrary, though of little use conpared with air or water, wll
exchange for a great quantity of other goods.

Uility then is not the nmeasure of exchangeabl e value, although it is
absolutely essential to it. If a coomodity were in no way useful, - in
other words, if it could in no way contribute to our gratification, - it
woul d be destitute of exchangeabl e val ue, however scarce it might be, or
what ever quantity of |abour mnight be necessary to procure it.



Possessing utility, commodities derive their exchangeabl e value from
two sources: fromtheir scarcity, and fromthe quantity of |abour
required to obtain them

There are sone commodities, the value of which is determ ned by
their scarcity alone. No | abour can increase the quantity of such goods,
and therefore their value cannot be | owered by an increased supply.

Sone rare statues and pictures, scarce books and coins, wi nes of a

peculiar quality, which can be nade only from grapes grown on a

particular soil, of which there is a very linited quantity, are all of this
description. Their value is wholly independent of the quantity of | abour
originally necessary to produce them and varies with the varying

weal th and inclinations of those who are desirous to possess them

These commodities, however, forma very snall part of the nass of
commodities daily exchanged in the nmarket. By far the greatest part of
t hose goods which are the objects of desire, are procured by |abour,. and
they may be nultiplied, not in one country alone, but in many, al nost
wi thout any assignable limt, if we are disposed to bestow the | abour
necessary to obtain them

I n speaking then of commodities, of their exchangeabl e val ue, and of
the laws which regulate their relative prices, we nean al ways such
commodities only as can be increased in quantity by the exertion of
human industry, and on the production of which conpetition operates
without restraint.

In the early stages of society, the exchangeabl e val ue of these
comodities, or the rule which deternines how nuch of one shall be
gi ven in exchange for another, depends al nost exclusively on the
conparative quantity of |abour expended on each

"The real price of every thing,' says Adam Snmith, 'what every thing
really costs to the nman who wants to acquire it, is the toil and trouble of
acquiring it. Wat every thing is really worth to it, or the man who has
acquired it, and who wants to di spose of it, or exchange it for sonething
else, is the toil and trouble which it can save to hinself, and which it
can i npose upon ot her people.' 'Labour was the first price - the origina
purchase-noney that was paid for all things.' Again,, in that early and
rude state of society, which precedes both the accumul ation of stock and
the appropriation of land, the proportion between the quantities of
| abour necessary for acquiring different objects seens to be the only
circunstance which can afford any rule for exchanging them for one
another. If anong a nation of hunters, for exanple, it usually cost tw ce
the labour to kill a beaver which it does to kill a deer, one beaver should
natural |y exchange for, or be worth two deer. It is natural that what is
usual ly the produce of two days', or two hours' |abour, should be worth
doubl e of what is usually the produce of one day's, or one hour's
| abour. ' (2*)

That this is really the foundation of the exchangeabl e val ue of all
t hi ngs, excepting those which cannot be increased by human industry,
is a doctrine of the utnost inportance in political econony; for fromno
source do so many errors, and so nmuch difference of opinion in that
sci ence proceed, as fromthe vague ideas which are attached to the word
val ue.

If the quantity of | abour realized in commpodities, regulate their
exchangeabl e val ue, every increase of the quantity of |abour nust
augrment the value of that commpdity on which it is exercised, as every
di m nution must |ower it.

Adam Snith, who so accurately defined the original source of
exchangeabl e val ue, and who was bound in consistency to naintain,
that all things becane nore or |ess valuable in proportion as nore or
| ess | abour was bestowed on their production, has hinself erected
anot her standard neasure of value, and speaks of things being nore or
| ess valuable, in proportion as they will exchange for nore or less of this



standard neasure. Sonetines he speaks of corn, at other tines of |abour
as a standard neasure; not the quantity of |abour bestowed on the
production of any object, but the quantity which it can command in the
market: as if these were two equival ent expressions, and as if because a
man' s | abour had become doubly efficient, and he could therefore
produce twice the quantity of a commodity, he woul d necessarily
receive twice the fornmer quantity in exchange for it

If this indeed were true, if the reward of the | abourer were always in
proportion to what he produced, the quantity of |abour bestowed on a
commodity, and the quantity of |abour which that conmodity woul d
purchase, would be equal, and either might accurately neasure the
vari ations of other things: but they are not equal; the first is under nany
circunstances an invariable standard, indicating correctly the
variations of other things; the latter is subject to as many fluctuations as
the conmodities conpared with it. Adam Snith, after nost ably
showi ng the insufficiency of a variable nedium such as gold and
silver, for the purpose of determ ning the varying val ue of other things,
has hinsel f, by fixing on corn or |abour, chosen a nediumno |ess
vari abl e.

Gol d and silver are no doubt subject to fluctuations, fromthe
di scovery of new and nore abundant m nes; but such di scoveries are
rare, and their effects, though powerful, are limted to periods of
conparatively short duration. They are subject also to fluctuation, from
i mprovenents in the skill and machinery with which the nines may be
wor ked; as in consequence of such inprovenents, a greater quantity
may be obtained with the sane | abour. They are further subject to
fluctuation fromthe decreasing produce of the mines, after they have
yielded a supply to the world, for a succession of ages. But from which
of these sources of fluctuation is corn exenpted? Does not that also vary,
on one hand, frominprovenents in agriculture, fromi nproved
machi nery and inplenents used in husbandry, as well as fromthe
di scovery of new tracts of fertile |land, which in other countries may be
taken into cultivation, and which will affect the value of corn in every
mar ket where inportation is free? Is it not on the other hand subject to
be enhanced in value from prohi bitions of inportation, fromincreasing
popul ation and wealth, and the greater difficulty of obtaining the
i ncreased supplies, on account of the additional quantity of |abour
which the cultivation of inferior |ands requires? Is not the value of
| abour equal ly variable; being not only affected, as all other things are,
by the proportion between the supply and demand, which uniformy
varies with every change in the condition of the community, but also by
the varying price of food and ot her necessaries, on which the wages of
| abour are expended?

In the sane country double the quantity of |abour nmay be required to
produce a given quantity of food and necessaries at one tine, that nmay
be necessary at another, and a distant tine; yet the |abourer's reward
may possibly be very little dimnished. If the | abourer's wages at the
fornmer period, were a certain quantity of food and necessaries, he
probably could not have subsisted if that quantity had been reduced.
Food and necessaries in this case will have risen 100 per cent if
estimated by the quantity of |abour necessary to their production, while
they will scarcely have increased in value, if neasured by the quantity
of labour for which they will exchange.

The sane renmark nay be nmade respecting two or nore countries. In
Anerica and Poland, on the land | ast taken into cultivation, a year's
| abour of any given nunber of nen, will produce nmuch nore corn than
on land simlarly circunstanced i n Engl and. Now, supposing all other
necessaries to be equally cheap in those three countries, would it not be a
great mstake to conclude, that the quantity of corn awarded to the
| abourer, would in each country be in proportion to the facility of



producti on?

If the shoes and clothing of the |abourer, could, by inprovenents in
machi nery, be produced by one fourth of the | abour now necessary to
their production, they would probably fall 75 per cent; but so far is it
frombeing true, that the | abourer woul d thereby be enabl ed
permanently to consune four coats, or four pair of shoes, instead of one,
that it is probable his wages would in no long tine be adjusted by the
effects of conpetition, and the stinulus to population, to the new val ue
of the necessaries on which they were expended. If these inprovenents
extended to all the objects of the | abourer's consunption, we should find
him probably at the end of a very few years, in possession of only a
small, if any, addition to his enjoynents, although the exchangeabl e
val ue of those commodities, conpared with any other commodity, in the
manuf acture of which no such inprovenent were nade, had sustained a
very consi derabl e reduction; and though they were the produce of a very
consi derably dim ni shed quantity of |abour

It cannot then be correct, to say with Adam Snith, 'that as | abour may
someti nes purchase a greater, and sonetines a snaller quantity of
goods, it is their value which varies, not that of the |abour which
purchases them' and therefore, 'that |abour al one never varying in its
own value, is alone the ultimate and real standard by which the val ue of
all comodities can at all times and places be estinated and conpared;
- but it is correct to say, as Adam Smith had previously said, 'that the
proportion between the quantities of |abour necessary for acquiring
different objects seens to be the only circunstance which can afford
any rule for exchanging themfor one another; or in other words, that it
is the conparative quantity of commodities which | abour will produce,
that determines their present or past relative value, and not the
conparative quantities of commpdities, which are given to the |abourer
i n exchange for his |abour

Two conmodities vary in relative value, and we wish to know in
which the variation has really taken place. |If we conpare the present
val ue of one, with shoes, stockings, hats, iron, sugar, and all other
commodities, we find that it will exchange for precisely the sane
quantity of all these things as before. If we conpare the other with the
same commodities, we find it has varied with respect to themall: we
may then with great probability infer that the variation has been in this
commodity, and not in the commodities with which we have conpared
it. If on examning still nore particularly into all the circunstances
connected with the production of these various commodities, we find
that precisely the sane quantity of |abour and capital are necessary to
the production of the shoes, stockings, hats, iron, sugar, &c.; but that the
same quantity as before is not necessary to produce the single
commodity whose relative value is altered, probability is changed into
certainty, and we are sure that the variation is in the single commpdity.
we then discover also the cause of its variation.

If I found that an ounce of gold would exchange for a |l ess quantity of
all the commodities above enunerated, and many others; and if,
noreover, | found that by the discovery of a new and nore fertile nine,
or by the enploynent of machinery to great advantage, a given
quantity of gold could be obtained with a |ess quantity of |abour,
should be justified in saying that the cause of the alteration in the val ue
of gold relatively to other commbdities, was the greater facility of its
production, or the snmaller quantity of |abour necessary to obtain it. In
like manner, if labour fell very considerably in value, relatively to all
other things, and if | found that its fall was in consequence of an
abundant supply, encouraged by the great facility with which corn, and
the ot her necessaries of the | abourer, were produced, it woul d,
apprehend, be correct for ne to say that corn and necessaries had fallen
in value in consequence of |ess quantity of |abour being necessary to



produce them and that this facility of providing for the support of the
| abourer had been followed by a fall in the value of |abour. No, say
Adam Snith and M Malthus, in the case of the gold you were correct in
calling its variation a fall of its value, because corn and | abour had not
then varied; and as gold would command a | ess quantity of them as well
as of all other things, than before, it was correct to say that all things
had renmi ned stationary, and that gold only had varied; but when corn
and | abour fall, things which we have selected to be our standard
nmeasure of value, notwithstanding all the variations to which we
acknow edge they are subject, it would be highly inproper to say so; the
correct language will be to say, that corn and | abour have renai ned
stationary, and all other things have risen in val ue.

Now it is against this |anguage that | protest. | find that precisely,as
in the case of the gold, the cause of the variation between corn and other
things, is the snmaller quantity of |abour necessary to produce it, and

therefore, by all just reasoning, | ambound to call the variation of corn
and | abour a fall in their value, and not a rise in the value of the things
with which they are conpared. If | have to hire a | abourer for a week,

and instead of ten shillings | pay himeight, no variation having taken

pl ace in the value of noney, the | abourer can probably obtain nore food

and necessaries, with his eight shillings, than he before obtained for ten

but this is owing, not to arise in the real value of his wages, as stated by
Adam Snith, and nore recently by M Mlthus, but to a fall in the
val ue of the things on which is wages are expended, things perfectly
distinct; and yet for calling this a fall in the real value of wages, | am
told that | adopt new and unusual | anguage, not reconcileable with the
true principles of the science. To ne it appears that the unusual and,
i ndeed, inconsistent |anguage, is that used by nmy opponents.

Suppose a | abourer to be paid a bushel of corn for a week's work, when
the price of cornis 80s. per quarter, and that he is paid a bushel and a
quarter when the price falls to 40s. Suppose, too, that he consunes half a
bushel of corn a-week in his own famly, and exchanges the renai nder
for other things, such as fuel, soap, candles, tea, sugar, salt, &. &c.; if
the three-fourths of a bushel which will remain to him in one case,
cannot procure himas nuch of the above commpdities as half a bushe
did in the other, which it will not, will I abour have risen or fallen in
val ue? Ri sen, Adam Snith nust say, because his standard is corn, and the
| abourer receives nore corn for a week's |abour. Fallen, nust the same
Adam Snith say, 'because the value of a thing depends on the power of
pur chasi ng ot her goods which the possession of that object conveys,
and | abour has a | ess power of purchasing such other goods.

Section |1

Labour of different qualities differently rewarded. This is no cause of
variation in the relative value of commodities

I n speaki ng, however, of |abour, as being the foundation of all val ue,
and the relative quantity of |abour as al nbost exclusively determ ning
the relative value of comobdities, | nust not be supposed to be
inattentive to the different qualities of |abour, and the difficulty of
conmparing an hour's or a day's |labour, in one enploynent, with the
sane duration of |abour in another. The estimation in which different
qualities of |abour are held, cones soon to be adjusted in the market
with sufficient precision for all practical purposes, and depends nuch
on the conparative skill of the labourer, and intensity of the |abour
perfornmed. The scale, when once fornmed, is liable to little variation. If a
day's | abour of a working jeweller be nore valuable than a day's | abour
of a common | abourer, it has |long ago been adjusted, and placed in its
proper position in the scale of value.(3*)

In conparing therefore the value of the sane comobdity, at different



periods of time, the consideration of the conparative skill and intensity
of labour, required for that particular comobdity, needs scarcely to be
attended to, as it operates equally at both periods. One description of

| abour at one tine is conpared with the same description of |abour at
another; if atenth, a fifth, or a fourth, has been added or taken away, an
ef fect proportioned to the cause will be produced on the relative val ue of
the commodity.

If a piece of cloth be now of the value of two pieces of linen, and if,in
ten years hence, the ordinary value of a piece of cloth should be four
pi eces of linen, we nmay safely conclude, that either nore |abour is
required to nake the cloth, or less to nmake the linen, or that both causes
have oper at ed.

As the inquiry to which | wish to draw the reader's attention, relates to
the effect of the variations in the relative value of comodities, and not
in their absolute value, it will be of little inportance to exanine into the
conparative degree of estinmation in which the different kinds of hunman
| abour are held. W nmay fairly conclude, that whatever inequality there
m ght originally have been in them whatever the ingenuity, skill, or
time necessary for the acquirenment of one species of manual dexterity
nmore than another, it continues nearly the sanme fromone generation to
another; or at least, that the variation is very inconsiderable fromyear
to year, and therefore, can have little effect, for short periods, on the
relative value of commodities

' The proportion between the different rates both of wages and profit in
the different enpl oynents of |abour and stock, seens not to be nuch
af fected, as has already been observed, by the riches or poverty, the
advanci ng, stationary, or declining state of the society. Such
revolutions in the public welfare, though they affect the general rates
bot h of wages and profit, must in the end affect themequally in al
di fferent enploynents. The proportion between themtherefore nust
remain the same, and cannot well be altered, at |least for any
consi derabl e tinme, by any such revol utions.' (4*)

Section |11

Not only the | abour applied imediately to commpdities affect their
val ue, but the |abour also which is bestowed on the conpl enents, tools,
and buil dings, with which nuch | abour is assisted.

Even in that early state to which Adam Snith refers, sone capital
t hough possi bly nade and accunul ated by the hunter hinself, would be
necessary to enable himto kill his gane. Wthout some weapon, neither
the beaver nor the deer could be destroyed, and therefore the val ue of
these animals woul d be regul ated, not solely by the tine and | abour
necessary to their destruction, but also by the tinme and | abour necessary
for providing the hunter's capital, the weapon, by the aid of which their
destruction was effected.

Suppose the weapon necessary to kill the beaver, was constructed with
much nore | abour than that necessary to kill the deer, on account of the
greater difficulty of approaching near to the former aninmal, and the
consequent necessity of its being nore true to its nark; one beaver
woul d naturally be of nore value than two deer, and precisely for this
reason, that nore | abour would, on the whole, be necessary to its
destruction. O suppose that the sane quantity of |abour was necessary
to nake both weapons, but that they were of very unequal durability; of
the durable inplenment only a small portion of its value would be
transferred to the comobdity, a nuch greater portion of the value of the
| ess durable inplenment would be realized in the commodity which it
contributed to produce.

Al'l the inplenents necessary to kill the beaver and deer m ght bel ong
to one class of nen, and the | abour enployed in their destruction night



be furnished by another class; still, their conparative prices would be in
proportion to the actual |abour bestowed, both on the fornation of the
capital, and on the destruction of the aninmals. Under different
circunstances of plenty or scarcity of capital, as conpared with |abour
under different circunstances of plenty or scarcity of the food and
necessari es essential to the support of nmen, those who furnished an equa
val ue of capital for either one enploynment or for the other, nmight have a
hal f, a fourth, or an eighth of the produce obtained, the renmai nder being
paid as wages to those who furnished the | abour. yet this division could
not affect the relative value of these commodities, since whether the
profits of capital were greater or |ess, whether they were 50, 20, or |0 per
cent or whether the wages of |abour were high or |ow, they would

operate equally on both enpl oynents.

If we suppose the occupations of the society extended, that sone
provi de canoes and tackl e necessary for fishing, others the seed and rude
machinery first used in agriculture, still the sane principle would hold
true, that the exchangeabl e value of the commodities produced woul d be
in proportion to the | abour bestowed on their production; not on their
i medi at e production only, but on all those inplenents or nachines
required to give effect to the particular |abour to which they were

appl i ed.
If we ook to a state of society in which greater inprovenents have
been nmade, and in which arts and comerce flourish, we shall still find

that commodities vary in value confornmably with this principle: in
estimating the exchangeabl e val ue of stockings, for exanple, we shal
find that their value, conparatively with other things, depends on the
total quantity of |abour necessary to manufacture them and bring them
to market. First, there is the | abour necessary to cultivate the land on
which the raw cotton is grown; secondly, the | abour of conveying the
cotton to the country where the stockings are to be manufactured, which
i ncludes a portion of the | abour bestowed in building the ship in which
it is conveyed, and which is charged in the freight of the goods; thirdly,
the | abour of the spinner and weaver; fourthly, a portion of the |abour of
the engineer, smth, and carpenter, who erected the buildings and
machi nery, by the help of which they are nade; fifthly, the | abour of the
retail dealer, and of many others, whomit is unnecessary further to
particul ari ze. The aggregate sum of these various kinds of |abour
determines the quantity of other things for which these stockings wll
exchange, while the sane consideration of the various quantities of
| abour whi ch have been bestowed on those other things, will equally
govern the portion of themwhich will be given for the stockings.

To convince ourselves that this is the real foundation of exchangeable
val ue, let us suppose any inprovenent to be made in the nmeans of
abridging | abour in any one of the various processes through which the
raw cotton nust pass, before the nanufactured stockings conme to the
mar ket, to be exchanged for other things; and observe the effects which
will follow If fewer nmen were required to cultivate the raw cotton, or if
fewer sailors were enployed in navigating, or shipwights in
constructing the ship, in which it was conveyed to us; if fewer hands
were enployed in raising the buildings and nmachinery, or if these, when
rai sed, were rendered nore efficient, the stockings would inevitably fal
in value, and consequently command | ess of other things. They woul d
fall, because a |l ess quantity of |abour was necessary to their production
and woul d therefore exchange for a smaller quantity of those things in
whi ch no such abridgnent of |abour had been nade.

Econony in the use of |abour never fails to reduce the relative val ue
of a commodity, whether the saving be in the | abour necessary to the
manuf acture of the commodity itself, or in that necessary to the
formation of the capital, by the aid of which it is produced. In either
case the price of stockings would fall, whether there were fewer nen



enpl oyed as bl eachers, spinners, and weavers, persons imediately
necessary to their manufacture; or as sailors, carriers, engineers, and
smths, persons nore indirectly concerned. In the one case, the whole
saving of | abour would fall on the stockings, because that portion of

| abour was wholly confined to the stockings; in the other, a portion only
woul d fall on the stockings, the renainder being applied to all those
other comodities, to the production of which the buildings,

machi nery, and carriage, were subservient.

Suppose that in the early stages of society, the bows and arrows of the
hunter were of equal value, and of equal durability, with the canoe and
i mpl ements of the fishernman, both being the produce of the sane
quantity of I abour. Under such circunstances the value of the deer, the
produce of the hunter's day's |abour, would be exactly equal to the val ue
of the fish, the produce of the fishernan's day's |abour. The conparative
val ue of the fish and the gane, would be entirely regulated by the
quantity of | abour realized in each; whatever night be the quantity of
production, or however high or |ow general wages or profits might be. If
for exanple the canoes and inpl enents of the fisherman were of the
val ue of =A3100 and were calculated to last for ten years, and he enpl oyed
ten nmen, whose annual | abour cost =A3100 and who in one day obtained by
their | abour twenty salnon: |If the weapons enpl oyed by the hunter were
al so of =A3100 value and calculated to last ten years, and if he al so
enpl oyed ten nen, whose annual |abour cost =A3100 and who in one day
procured himten deer; then the natural price of a deer would be two
sal mon, whet her the proportion of the whol e produce bestowed on the
men who obtained it, were large or snall. The proportion which night
be paid for wages, is of the utnost inportance in the question of profits;
for it nust at once be seen, that profits would be high or I ow, exactly in
proportion as wages were |low or high; but it could not in the |east affect
the relative value of fish and gane, as wages would be high or |ow at the
same time in both occupations. If the hunter urged the plea of his paying
a large proportion, or the value of a large proportion of his ganme for
wages, as an inducenent to the fishernman to give himnore fish in
exchange for his gane, the latter would state that he was equally
af fected by the sane cause; and therefore under all variations of wages
and profits, under all the effects of accunmulation of capital, as |long as
they continued by a day's |abour to obtain respectively the sane
quantity of fish, and the same quantity of gane, the natural rate of
exchange woul d be one deer for two sal non.

If with the sane quantity of |abour a less quantity of fish, or a greater
quantity of gane were obtained, the value of fish would rise in
conparison with that of gane. If, on the contrary, with the sane
quantity of labour a less quantity of gane, or a greater quantity of fish
was obt ai ned, gane would rise in conparison with fish

If there were any other commobdity which was invariable in its val ue,
we should be able to ascertain, by conparing the value of fish and gane
with this commodity, how nmuch of the variation was to be attributed to
a cause which affected the value of fish, and how nuch to a cause which
af fected the val ue of gane.

Suppose noney to be that comodity. If a salnon were worth =A31 and a
deer =A32 one deer would be worth two sal non. But a deer night becone
of the value of three salnon, for nore | abour night be required to obtain
the deer, or less to get the salnbn or both these causes might operate at
the sane tine. If we had this invariable standard, we mnight easily
ascertain in what degree either of these causes operated. If sal non
continued to sell for =A31 whilst deer rose to =A33 we m ght concl ude that
nmore | abour was required to obtain the deer. |If deer continued at the
same price of =A32 and salnon sold for 13s. 4d. we night then be sure that
| ess | abour was required to obtain the salnon; and if deer rose to A32 10s
and salnon fell to 16s. 8d. we should be convinced that both causes had



operated in producing the alteration of the relative value of these
commodi ties.

No alteration in the wages of |abour could produce any alteration in
the relative value of these commodities; for suppose themto rise, no
greater quantity of |abour would be required in any of these
occupations, but it would be paid for at a higher price, and the sane
reasons whi ch should make the hunter and fisherman endeavour to raise
the value of their gane and fish, would cause the owner of the mne to
rai se the value of his gold. This inducenent acting with the sane force
on all these three occupations, and the relative situation of those
engaged in them being the same before and after the rise of wages, the
relative value of gane, fish, and gold, would continue unaltered. \WAges
m ght rise twenty per cent, and profits consequently fall in a greater or
| ess proportion, without occasioning the |east alteration in the relative
val ue of these commodities.

Now suppose, that with the sane | abour and fixed capital, nore fish
could be produced, but no nore gold or ganme, the relative value of fish

would fall in conparison with gold or gane. |f, instead of twenty
sal mon, twenty-five were the produce of one day's |abour, the price of a
sal mon woul d be sixteen shillings instead of a pound, and two sal non

and a half, instead of two sal non, would be given in exchange for one
deer, but the price of deer would continue at =A32 as before. In the sane
manner, if fewer fish could be obtained with the sanme capital and

| abour, fish would rise in conparative value. Fish then would rise or fal
i n exchangeabl e val ue, only because nore or |ess |abour was required to
obtain a given quantity; and it never could rise or fall beyond the
proportion of the increased or dimnished quantity of |abour required.

If we had then an invariable standard, by which neasure the variation
in other coomodities, we should the utnost linmt to which they could
permanently rise, if produced under the circunstances supposed, was
proportioned the additional quantity of |abour required for their
production; and that unless nore | abour were required for their
production, they could not rise in any degree whatever. A rise of wages
woul d not raise themin noney value, nor relatively to any other
commodi ties, the production of which required no additional quantity
of labour, which enployed the sane proportion of fixed and circul ating
capital, and fixed capital of the same durability. If nore or |ess |abour
were required in the production of the other comodity, we have
already stated that this will inmmediately occasion an alteration in its
relative value, but such alteration is owing to the altered quantity of
requi site labour, and not to the rise of wages.

Section |V

The principle that the quantity of |abour bestowed on the production of
commodities regulates their relative value, considerably nodified by
the enpl oynent of machi nery and other fixed and durable capital

In the forner section we have supposed the inplenents and weapons
necessary to kill the deer and salnon, to be equally durable, and to be
the result of the sanme quantity of |abour, and we have seen that the
variations in the relative value of deer and sal non depended solely on
the varying quantities of |abour necessary to obtain them - but in every
state of society, the tools, inplenents, buildings, and nachinery
enpl oyed in different trades may be of various degrees of durability,

and may require different portions of |abour to produce them The
proportions, too, in which the capital that is to support |abour, and the
capital that is invested in tools, nmachinery and buil dings, may be
variously conbined. This difference in the degree of durability of fixed
capital, and this variety in the proportions in which the two sorts of



capital rmay be conbi ned, introduce another cause, besides the greater

or less quantity of |abour necessary to produce comodities, for the
variations in their relative value - this cause is the rise or fall in the
val ue of I abour.

The food and clothing consuned by the | abourer, the buildings in
whi ch he works, the inplenments with which his | abour is assisted, are all
of a perishable nature. There is however a vast difference in the tine for
which these different capitals will endure: a steanmtengine wll |ast
| onger than a ship, a ship than the clothing of the | abourer, and the
clothing of the | abourer longer than the food which he consunes.

According as capital is rapidly perishable, and requires to be
frequently reproduced, or is of slow consunption, it is classed under the
heads of circulating, or of fixed capital.(5*) A brewer, whose buil di ngs
and nachinery are valuable and durable, is said to enploy a large
portion of fixed capital: on the contrary, a shoenaker, whose capital is
chiefly enployed in the paynent of wages, which are expended on food
and cl othing, comodities nore perishable than buil dings and
machinery, is said to enploy a large proportion of his capital as
circulating capital

It is also to be observed that the circulating capital nmay circul ate, or
be returned to its enployer, in very unequal tinmes. The wheat bought by
a farmer to sowis conparatively a fixed capital to the wheat purchased
by a baker to make into | oaves. One leaves it in the ground, and can
obtain no return for a year; the other can get it ground into flour, sell it
as bread to his custoners, and have his capital free to renew the sane, or
commence any ot her enploynment in a week.

Two trades then nay enploy the sane anobunt of capital; but it may
be very differently divided with respect to the portion which is fixed,
and that which is circul ating.

In one trade very little capital nmay be enpl oyed as circul ating
capital, that is to say in the support of labour - it nmay be principally
i nvested in machi nery, inplenents, buildings, &. capital of a
conmparatively fixed and durable character. In another trade the sane
anount of capital may be used, but it nay be chiefly enployed in the
support of labour, and very little may be invested in inplenents,
machi nes, and buildings. Arise in the wages of |abour cannot fail to
af fect unequally, commodities produced under such different
ci rcunst ances

Again two manufacturers nay enploy the sane anount of fixed, and
the sane anmount of circulating capital; but the durability of their fixed
capitals nmay be very unequal. One may have steam engi nes of the val ue
of =A310, 000, the other, ships of the sane val ue.

If men enpl oyed no machinery in production but |abour only, and
were all the sanme length of time before they brought their commodities
to market, the exchangeabl e value of their goods would be precisely in
proportion to the quantity of |abour enpl oyed.

If they enployed fixed capital of the same value and of the sane
durability, then, too, the value of the comuodities produced woul d be
the sane, and they would vary with the greater or |ess quantity of |abour
enpl oyed on their production

But al t hough comuodities produced under sinilar circunstances,
woul d not vary with respect to each other, fromany cause but an
addition or dimnution of the quantity of |abour necessary to produce
one or other of them yet conpared with others not produced with the
same proportionate quantity of fixed capital, they would vary fromthe
ot her cause al so which | have before nentioned, nanely, arise in the
val ue of | abour, although neither nore nor |ess |abour were enployed in
the production of either of them Barley and oats would continue to bear
the sane relation to each ot her under any variation of wages. Cotton
goods and cloth would do the sane, if they also were produced under



circunstances precisely simlar to each other, but yet with a rise or fal
of wages, barley night be nore or |ess valuable conpared with cotton
goods, and oats conpared with cloth.

Suppose two nen enpl oy one hundred nen each for a year in the
construction of two machi nes, and anot her man enpl oys the sane
nunber of nen in cultivating corn, each of the machines at the end of
the year will be of the sanme value as the corn, for they will each be
produced by the same quantity of |abour. Suppose one of the owners of
one of the machines to enploy it, with the assistance of one hundred
men, the follow ng year in nmaking cloth, and the owner of the other
machine to enploy his also, with the assistance |ikew se of one hundred
men, in making cotton goods, while the farnmer continues to enploy one
hundred nmen as before in the cultivation of corn. During the second
year they will all have enployed the same quantity of |abour, but the
goods and machi ne together of the clothier, and also of the cotton
manufacturer, will be the result of the | abour of two hundred nen,
enpl oyed for a year; or, rather, of the |abour of one hundred nmen for two
years; whereas the corn will be produced by the | abour of one hundred
men for one year, consequently if the corn be of the value of =A3500 the
machi ne and cloth of the clothier together, ought to be of the value of
=A31, 000 and the nachi ne and cotton goods of the cotton nmanufacturer
ought to be also of twice the value of the corn. But they will be of nore
than twice the value of the corn, for the profit on the clothier's and
cotton manufacturer's capital for the first year has been added to their
capitals, while that of the farnmer has been expended and enjoyed. On
account then of the different degrees of durability of their capitals, or,
which is the sane thing, on account of the tine which nust el apse
before one set of commobdities can be brought to market, they will be
val uabl e, not exactly in proportion to the quantity of |abour bestowed
on them - they will not be as two to one, but something nore, to
conmpensate for the greater length of tinme which nust el apse before the
nmost val uabl e can be brought to market.

Suppose that for the | abour of each workman =A350 per annum were
paid, or that =A35,000 capital were enployed and profits were 10 per cent,
the val ue of each of the nmachines as well as of the corn, at the end of the
first year, would be =A35,500. The second year the manufacturers and
farmer will again enploy =A35,000 each in the support of I|abour, and will
therefore again sell their goods for =A35,500, but the nen using the
machines, to be on a par with the farnmer, nust not only obtai n =A35, 500,
for the equal capitals of =A35,000 enpl oyed on | abour, but they nust
obtain a further sumof =A3550; for the profit on =A35,500 which they have
i nvested in nmachi nery, and consequently their goods nust sell for
=A36, 050. Here then are capitalists enploying precisely the sanme quantity
of labour annually on the production of their comodities, and yet the
goods they produce differ in value on account of the different quantities
of fixed capital, or accunul ated | abour, enpl oyed by each respectively.
The cloth and cotton goods are of the sane val ue, because they are the
produce of equal quantities of |abour, and equal quantities of fixed
capital; but corn is not of the sane value as these commodities, because
it is produced, as far as regards fixed capital, under different
ci rcunst ances

But how will their relative value be affected by a rise in the value of
| abour? It is evident that the relative values of cloth and cotton goods
wi Il undergo no change, for what affects one nust equally affect the
other, under the circunstances supposed: neither will the relative val ues
of wheat and barl ey undergo any change, for they are produced under
the sane circunstances as far as fixed and circulating capital are
concerned; but the relative value of corn to cloth, or to cotton goods,
nmust be altered by a rise of |abour

There can be no rise in the value of |abour without a fall of profits.If



the corn is to be divided between the farnmer and the | abourer, the |arger

the proportion that is given to the latter, the less will remain for the
fornmer. So if cloth or cotton goods be divided between the worknan and

his enpl oyer, the larger the proportion given to the fornmer, the |ess
remains for the latter. Suppose then, that owing to a rise of wages,

profits fall from 10 to 9 per cent, instead of adding =A3550 to the common
price of their goods (to =A35,500) for the profits on their fixed capital,the
manuf acturers would add only 9 per cent on that sum or =A3495

consequently the price would be =A35, 995 instead of =A36,050. As the corn
woul d continue to sell for =A35,500, the nmanUfactured goods in which

nmore fixed capital was enployed, would fall relatively to corn or to any
other goods in which a |l ess portion of fixed capital entered. The degree

of alteration in the relative value of goods, on account of a rise or fall of
| abour, would depend on the proportion which the fixed capital bore to

the whol e capital enployed. Al commodities which are produced by

very val uabl e machinery, or in very valuabl e buildings, or which

require a great length of tine before they can be brought to market,

would fall in relative value, while all those which were chiefly

produced by | abour, or which would be speedily brought to market

would rise in relative val ue.

The reader, however, should remark, that this cause of the variation of
commodities is conparatively slight inits effects. Wth such a rise of
wages as should occasion a fall of one per. cent in profits, goods
produced under the circunstances | have supposed, vary in relative
val ue only one per cent: they fall with so great a fall of profits from
=A36, 050 to =A35,995. The greatest effects which could be produced on the
relative prices of these goods froma rise of wages, could not exceed 6 or
7 per cent; for profits could not, probably, under any circunstances,
admt of a greater general and pernanent depression than to that
anmount .

Not so with the other great cause of the variation in the value of
commodities, nanely, the increase or dinmnution in the quantity of
| abour necessary to produce them |If to produce the corn, eighty, instead
of one hundred nmen, should be required, the value of the corn would fal
20 per cent or from =A35,500 to =A34,400. If to produce the cloth, the |abour
of eighty instead of one hundred nmen would suffice, cloth would fal
from =A36, 050 to =A34,950. An alteration in the permanent rate of profits,to
any great amount, is the effect of causes which do not operate but in the
course of years; whereas alterations in the quantity of | abour necessary
to produce comodities, are of daily occurrence. Every inprovenent in
machinery, in tools, in buildings, in raising the raw material, saves
| abour, and enabl es us to produce the commopdity to which the
i mprovenent is applied with nore facility, and consequently its val ue
alters. In estimating, then, the causes of the variations in the val ue of
commodities, although it would be wong wholly to onit the
consideration of the effect produced by a rise or fall of |abour, it would
be equally incorrect to attach nuch inportance to it; and consequently,
in the subsequent part of this work, though | shall occasionally refer to
this cause of variation, | shall consider all the great. variations which
take place in the relative value of commpdities to be produced by the
greater or less quantity of |abour which may be required fromtinme to
time to produce them

It is hardly necessary to say, that comodities which have the sane
quantity of | abour bestowed on their production, will differ in
exchangeabl e value, if they cannot be brought to market in the sane
time.

Suppose | enploy twenty nen at an expense of =A31,000 for a year in the
production of a commodity, and at the end of the year | enploy twenty
men again for another year, at a further expense of =A31,000 in finishing or
perfecting the sane commodity, and that | bring it to narket at the end



of two years, if profits be 10 per cent, ny commodity nust sell for
=A32,310; for | have enployed =A31, 000 capital for one year, and =A32, 100
capital for one year nore. Another nan enpl oys precisely the sane
quantity of labour, but he enploys it all in the first year; he enploys
forty nmen at an expense of =A32,000, and at the end of the first year he sells
it with 10 per cent profit, or for =A32,200. Here then are two commodities
havi ng precisely the sane quantity of |abour bestowed on them one of
which sells for =A32,310 - the other for =A32, 200.
This case appears to differ fromthe last, but is, in fact, the sane. Inn
bot h cases the superior price of one commodity is owing to the greater
I ength of tine which nust el apse before it can be brought to nmarket. In
the fornmer case the nmachinery and cloth were nore than double the
val ue of the corn, although only double the quantity of |abour was
bestowed on them In the second case, one commodity is nore val uable
than the other, although no nore |abour was enployed on its production
The difference in value arises in both cases fromthe profits being
accunul ated as capital, and is only a just conpensation for the tine

that the profits were wthheld

It appears then that the division of capital into different proportions
of fixed and circulating capital, enployed in different trades,
i ntroduces a considerable nodification to the rule, which is of universa
application when | abour is al nost exclusively enployed in production;
nanely, that conmodities never vary in value, unless a greater or |ess
quantity of | abour be bestowed on their production, it being shown in
this section that without any variation in the quantity of |abour, the rise
of its value nmerely will occasion a fall in the exchangeabl e val ue of
t hose goods, in the production of which fixed capital is enployed; the
| arger the anount of fixed capital, the greater will be the fall

Section V

The principle that value does not vary with the rise of fall of wages,
nodi fi ed al so by the unequal durability of capital, and by the unequa
rapidity with which it is returned to its enpl oyer.

In the last section we have supposed that of two equal capitals in two
di fferent occupations, the proportions of fixed and circulating capitals
were unequal, now |l et us suppose themto be in the sane proportion but
of unequal durability. In proportion as fixed capital is |less durable, it
approaches to the nature of circulating capital. It will be consunmed and
its value reproduced in a shorter tine, in order to preserve the capital of
the manufacturer. W have just seen, that in proportion as fixed capita
preponderates in a manufacture, when wages rise, the value of
conmodi ties produced in that manufacture, is relatively |lower than that
of comuodities produced in manufactures where circulating capita
preponderates. In proportion to the less durability of fixed capital, and
its approach to the nature of circulating capital, the same effect will be
produced by the same cause.

If fixed capital be not of a durable nature, it will require a great
quantity of labour annually to keep it in its original state of efficiency;
but the | abour so bestowed may be considered as really expended on the
conmodi ty manuf actured, which nust bear a value in proportion to
such labour. If | had a machine worth =A320, 000 which with very little
| abour was efficient to the production of commodities, and if the wear
and tear of such machine were of trifling amount, and the general rate
of profit 10 per cent, | should not require nuch nmore than =A32,000 to be
added to the price of the goods, on account of the enploynment of ny
machi ne; but if the wear and tear of the machine were great, if the
quantity of labour requisite to keep it in an efficient state were that of
fifty men annually, | should require an additional price for ny goods,



equal to that which woul d be obtained by any ot her nanufacturer who
enpl oyed fifty men in the production of other goods, and who used no
machi nery at all.

But a rise in the wages of |abour would not equally affect
comodi ties produced with nmachinery quickly consunmed, and
commodi ties produced with nmachinery slowy consuned. In the
production of the one, a great deal of |abour would be continually
transferred to the comodity produced - in the other very little would be
so transferred. Every rise of wages, therefore, or, which is the sanme
thing, every fall of profits, would |lower the relative value of those
commodi ties which were produced with a capital of a durable nature,
and woul d proportionally elevate those which were produced with
capital nore perishable. A fall of wages woul d have precisely the
contrary effect.

I have already said that fixed capital is of various degrees of
durability - suppose now a nachi ne which could in any particular trade
be enployed to do the work of one hundred nen for a year, and that it
woul d last only for one year. Suppose too, the machine to cost =A35, 000,
and the wages annually paid to one hundred nen to be =A35,000, it is
evident that it would be a matter of indifference to the manufacturer
whet her he bought the nmachi ne or enployed the nmen. But suppose
| abour to rise, and consequently the wages of one hundred nen for a
year to anmount to =A35,500, it is obvious that the manufacturer would now
no longer hesitate, it would be for his interest to buy the nmachi ne and
get his work done for =A35,000. But will not the machine rise in price, wll
not that also be worth =A35,500 in consequence of the rise of l|abour? It
would rise in price if there were no stock enployed on its construction
and no profits to be paid to the nmaker of it. If for exanple, the machine
were the produce of the | abour of one hundred nen, working one year
upon it with wages of =A350 each, and its price were consequently =A35, 000;

shoul d those wages rise to =A355, its price would be =A35,500, but this cannot
be the case; | ess than one hundred nmen are enployed or it could not be
sold for =A35,000, for out of the =A35,000 nust be paid the profits of the
stock which enpl oyed the nen. Suppose then that only eighty-five nmen were
enpl oyed at an expense of =A350 each, or =A34,250 per annum and that the
=A3750 which the sale of the machi ne woul d produce over and above the
wages advanced to the nmen, constituted the profits of the engineer's
stock. When wages rose 10 per cent he would be obliged to enploy an
addi tional capital of =A3425 and woul d therefore enpl oy =A34, 675 i nstead
of =A34, 250, on which capital he would only get a profit of =A3325 if he
continued to sell his nachine for =A35,000; but this is precisely the case of
all manufacturers and capitalists; the rise of wages affects themall. If
therefore the maker of the machine should raise the price of it in
consequence of a rise of wages, an unusual quantity of capital would be
enpl oyed in the construction of such machines, till their price afforded
only the comon rate of profits.(6*) W see then that machi nes woul d
not rise in price, in consequence of a rise of wages.

The manufacturer, however, who in a general rise of wages, can have
recourse to a machi ne which shall not increase the charge of production
on his conmmodity, would enjoy peculiar advantages if he could
continue to charge the sane price for his goods; but he, as we have
al ready seen, would be obliged to |lower the price of his commodities, or
capital would flowto his trade till his profits had sunk to the genera
I evel . Thus then is the public benefited by machi nery: these nmute agents
are always the produce of rmuch |ess |abour than that which they
di spl ace, even when they are of the sane noney val ue. Through their
i nfluence, an increase in the price of provisions which raises wages w ||
affect fewer persons; it will reach, as in the above instance, eighty-five
men instead of a hundred, and the saving which is the consequence,
shows itself in the reduced price of the comodity nmanufact ured.



Nei t her machi nes, nor the comobdities made by them rise in real value,
but all commodities nade by nachines fall, and fall in proportion to
their durability.

It will be seen, then, that in the early stages of society, before nuch
machi nery or durable capital is used, the conmodities produced by
equal capitals will be nearly of equal value, and will rise or fall only
relatively to each other on account of nore or |ess |abour being required
for their production; but after the introduction of these expensive and
durabl e instrunents, the commodities produced by the enpl oynent of
equal capitals will be of very unequal value; and although they will stil
be liable to rise or fall relatively to each other, as nore or |ess |abour
becones necessary to their production, they will be subject to another
though a mnor variation, also, fromthe rise or fall of wages and profits.
Si nce goods which sell for =A35,000 may be the produce of a capital equa
in anpunt to that from which are produced other goods which sell for
=A310, 000, the profits on their manufacture will be the sane; but those
profits would be unequal, if the prices of the goods did not vary with a
rise or fall in the rate of profits.

It appears, too, that in proportion to the durability of capita
enpl oyed in any kind of production, the relative prices of those
comodi ties on which such durable capital is enployed, will vary
i nversely as wages; they will. fall as wages rise, and rise as wages fall
and, on the contrary, those which are produced chiefly by |abour wth
|l ess fixed capital, or with fixed capital of a | ess durable character than
the mediumin which price is estimated, will rise as wages rise, and fal
as wages fall.

Section VI
On an invari abl e neasure of val ue

When commodities varied in relative value, it would be desirable to
have the nmeans of ascertaining which of themfell and which rose in rea
val ue, and this could be effected only by conparing them one after
another with some invariable standard neasure of val ue, which should
itself be subject to none of the fluctuations to which other comodities
are exposed. O such a measure it is inpossible to be possessed, because
there is no commodity which is not itself exposed to the same variations
as the things, the value of which is to be ascertained; that is, there is
none which is not subject to require nore or |less |labour for its
production. But if this cause of variation in the value of a medium could

be renmoved - if it were possible that in the production of our noney for
i nstance, the same quantity of | abour should at all tines be required,
still it would not be a perfect standard or invariable nmeasure of val ue,

because, as | have already endeavoured to explain, it would be subject to
relative variations froma rise or fall of wages, on account of the
different proportions of fixed capital which m ght be necessary to
produce it, and to produce those other conmodities whose alteration of
value we wi shed to ascertain. It mght be subject to variations too, from
the sane cause, on account of the different degrees of durability of the
fixed capital enployed on it, and the commodities to be conpared with

it - or the time necessary to bring the one to market, m ght be |onger or
shorter than the tine necessary to bring the other comobdities to

mar ket, the variations of which were to be determined; all which
circunstances disqualify any coommodity that can be thought of from

being a perfectly accurate nmeasure of val ue.

If, for exanmple, we were to fix on gold as a standard, it is evident that
it is but a cormodity obtained under the sane contingenci es as every
other comvodity, and requiring |abour and fixed capital to produce it.

Li ke every other commodity, inprovenments in the saving of |abour
m ght be applied to its production, and consequently it might fall in



relative value to other things nerely on account of the greater facility of
producing it.

If we suppose this cause of variation to be renoved, and the sane
quantity of labour to be always required to obtain the same quantity of
gold, still gold would not be a perfect neasure of value, by which we
could accurately ascertain the variations in all other things, because it
woul d not be produced with precisely the sanme conbinati ons of fixed
and circulating capital as all other things; nor with fixed capital of the
same durability'. nor would it require precisely the sane length of tine,
before it could be brought to market. It would be a perfect neasure of
value for all things produced under the sane circunstances precisely as
itself, but for no others. If, for exanple, it were produced under the sane
circunstances as we have supposed necessary to produce cloth and
cotton goods, it would be a perfect neasure of value for those things, but
not so for corn, for coals, and other comodities produced with either a
| ess or a greater proportion of fixed capital, because, as we have shown,
every alteration in the permanent rate of profits would have sone effect
on the relative value of all these goods, independently of any alteration
in the quantity of |abour enployed on their production. If gold were
produced under the same circunstances as corn, even if they never
changed, it would not, for the sanme reasons, be at all tinmes a perfect
measure of the value of cloth and cotton goods. Neither gold then, nor
any other commodity, can ever be a perfect neasure of value for al
things; but | have already renmarked, that the effect on the relative prices
of things, froma variation in profits, is conparatively slight; that by
far the nost inportant effects are produced by the varying quantities of
| abour required for production; and therefore, if we suppose this
i mportant cause of variation renoved fromthe production of gold, we

shal | probably possess as near an approximation to a standard measure

of value as can be theoretically conceived. May not gold be considered
as a comodity produced with such proportions of the two kinds of

capital as approach nearest to the the average quantity enployed in the
production of nmost commodities? May not these proportions be so

nearly equally distant fromthe two extrenes, the one where little fixed
capital is used, the other where little | abour is enployed, as to forma
just mean between thenf?

If, then, | may suppose nyself to be possessed of a standard so nearly
approaching to an invariable one, the advantage is, that | shall be
enabl ed to speak of the variations of other things, w thout enbarrassing
mysel f on every occasion with the consideration of the possible
alteration in the value of the mediumin which price and value are
esti mat ed.

To facilitate, then, the object of this enquiry, although | fully allow
that nmoney nade of gold is subject to nmost of the variations of other
things, |I shall suppose it to be invariable, and therefore all alterations
in price to be occasioned by sone alteration in the value of the conmodity
of which | may be speaki ng.

Before | quit this subject, it nay be proper to observe, that Adam
Smith, and all the witers who have foll owed him have, w thout one
exception that | know of, maintained that a rise in the price of |abour
woul d be uniformy followed by a rise in the price of all commodities.
hope | have succeeded in showi ng, that there are no grounds for such an
opi nion, and that only those commodities would rise which had |ess
fixed capital enployed upon themthan the nediumin which price was

estimated, and that all those which had nore, would positively fall in
price when wages rose. On the contrary, if wages fell, those conmodities
only would fall, which had a | ess proportion of fixed capital enployed

on them than the mediumin which price was estinmated; all those which
had nore, would positively rise in price
It is necessary for ne also to remark, that | have not said, because one



commodity has so nuch | abour bestowed upon it as will cost =A31, 000 and

anot her so much as will cost =A32,000 that therefore one would be of the

val ue of =A31,000 and the other of the value of =A32,000 but | have said

that their value will be to each other as two to one, and that in those
proportions they will be exchanged. It is of no inportance to the truth of
this doctrine, whether one of these commpdities sells for =A31, 100 and the
other for =A32,200, or one for =A31,500 and the other for =A33,000; into that
question | do not at present enquire; | affirmonly, that their relative
values will be governed by the relative quantities of |abour bestowed on
their production. (7*%)

Section VII

Different effects fromthe alteration in the value of noney, the nedium
in which PRICE is al ways expressed, or fromthe alteration in the value
of the conmmodities which noney purchases.

Al though | shall, as | have al ready explai ned, have occasion to
consi der noney as invariable in value, for the purpose of nore
distinctly pointing out the causes of relative variations. in the val ue of
other things, it nay be useful to notice the different effects which wll
follow fromthe prices of goods being altered by the causes to which |
have al ready adverted, nanely, the different quantities of |abour
required to produce them and their being altered by a variation in the
val ue of noney itself.

Money, being a variable conmodity, the rise of nobney-wages will be
frequently occasioned by a fall in the value of noney. A rise of wages
fromthis cause will, indeed, be invariably acconpanied by a rise in the
price of commodities; but in such cases, it will be found that |abour and
all commodities have not varied in regard to each other, and that the
vari ation has been confined to noney.

Money, fromits being a conmodity obtained froma foreign country,
fromits being the general nedium of exchange between all civilized
countries, and fromits being also distributed anbng those countries in
proportions which are ever changing with every inprovenent in
commerce and nachinery, and with every increasing difficulty of
obt ai ni ng food and necessaries for an increasing popul ation, is subject
to incessant variations. In stating the principles which regulate
exchangeabl e val ue and price, we should carefully distinguish between
those variations which belong to the comodity itself, and those which
are occasioned by a variation in the nediumin which value is
estimated, or price expressed.

Arise in wages, froman alteration in the value of noney, produces a
general effect on price, and for that reason it produces no real effect
what ever on profits. On the contrary, a rise of wages, fromthe
circunstance of the | abourer being nore liberally rewarded, or froma
difficulty of procuring the necessaries on which wages are expended,
does not, except in sone instances, produce the effect of raising price,
but has a great effect in lowering profits. In the one case, no greater
proportion of the annual |abour of the country is devoted to the support
of the labourers; in the other case, a larger portion is so devoted.

It is according to the division of the whole produce of the | and of any
particular farm between the three classes of |andlord, capitalist, and
| abourer, that we are to judge of the rise or fall of. rent, profit, and
wages, and not according to the value at which that produce may be
estimated in a mediumwhich is confessedly vari abl e.

It is not by the absolute quantity of produce obtained by either class,
that we can correctly judge of the rate of profit, rent, and wages, but by
the quantity of |abour required to obtain that produce. By
i mprovenents in nmachinery and agriculture, the whole produce may be



doubl ed; but if wages, rent, and profit be al so doubled, these three will
bear the sane proportions to one another as before, and neither could be
said to have relatively varied. But if wages partook not of the whole of
this increase; if instead of being doubled, were only increased one-half;
if rent instead of being doubl ed, were only increased three-fourths, and
the remaining increase went to profit, it would, | apprehend be correct
for me to say, that rent and wages had had risen; for if we had an

i nvari abl e standard by which to neasure the value of this produce, we
should find that a | ess value had fallen to the class of |abourers and

| andl ords, and a greater to the class of capitalists, than had gi ven before.
We mght find, for exanple, that though the absolute quantity of
commodi ti es had been doubl ed, they were the produce of precisely the
fornmer quantity of labour. OF every hundred hats, coats, and quarters of
corn produced, if

The | abourers had before... 25

The landl ords ... 25

And the capitalists ... 50
100:

And if, after these commodities were double the quantity, of every 100

The | abourers had only.. 22

The | andl ords .. 22
And the capitalists... 56
100:

In that case | should say, that wages and rent had fallen and profits

ri sen; though, in consequence of the abundance of commodities, the
quantity paid to the | abourer and | andlord woul d have increased in the
proportion of 25 to 44. \Wages are to be estimated by their real value, viz.
by the quantity of |abour and capital enployed in producing them and

not by their nomi nal value either in coats, hats, noney, or corn. Under
the circunstances | have just supposed, commobdities would have fallen

to half their former value, and if noney had not varied, to half their
fornmer price also. If then in this medium which had not varied in val ue,
the wages of the | abourer should be found to have fallen, it will not the
|l ess be a real fall, because they mght furnish himwith a greater
quantity of cheap commodities than his fornmer wages.

The variation in the value of noney, however great, makes no
difference in the rate of profits; for suppose the goods of the
manuf acturer to rise from =A31,000 to =A32,000, or 100 per cent, if his
capital, on which the variations of noney have as nuch effect as on the
val ue of produce, if his machinery, buildings, and stock in trade rise
al so 100 per cent, his rate of profits will be the sane, and he will have
the sane quantity, and no nore, of the produce of the I|abour of the
country at his conmand.

If, with a capital of a given value, he can, by econony in |abour
doubl e the quantity of produce, and it fall to half its forner price, it
will bear the sane proportion to the capital that produced it which it did
before, and consequently profits will still be at the sane rate.

If, at the sane tine that he doubles the quantity of produce by the
enpl oynent of the same capital, the value of noney is by any accident
| onered one half, the produce will sell for twi ce the noney value that it
did before; but the capital enployed to produce it will also be of twce
its forner noney value; and therefore in this case too, the value of the
produce will bear the sanme proportion to the value of the capital as it
did before; and although the produce be doubl ed, rent, wages, and
profits will only vary as the proportions vary, in which this double



produce nmay be divided anong the three classes that share it.
Chapter 2

On Rent

It remai ns however to be considered, whether the appropriation of
I and, and the consequent creation of rent, will occasion any variation in
the relative value of commodities, independently of the quantity of
| abour necessary to production. In order to understand this part of the
subj ect, we nust enquire into the nature of rent, and the laws by which
its rise or fall is regulated

Rent is that portion of the produce of the earth, which is paid to the
I andl ord for the use of the original and indestructible powers of the soil
It is often, however, confounded with the interest and profit of capital
and, in popular |language, the termis applied to whatever is annually
paid by a farnmer to his landlord. If, of two adjoining farns of the sane
extent, and of the same natural fertility, one had all the conveni ences of
farm ng buil di ngs, and, besides, were properly drained and manured,
and advant ageously divided by hedges, fences and walls, while the
ot her had none of these advantages, nore renuneration would naturally
be paid for the use of one, than for the use of the other; yet in both cases
this remuneration would be called rent. But it is evident, that a portion
only of the noney annually to be paid for the inproved farm would be
given for the original and indestructible powers of the soil; the other
portion would be paid for the use of the capital which had been
enployed in aneliorating the quality of the land, and in erecting such
bui |l di ngs as were necessary to secure and preserve the produce. Adam
Smith sometines speaks of rent, in the strict sense to which | am
desirous of confining it, but nore often in the popul ar sense, in which
the termis usually enployed. He tells us, that the demand for tinber,
and its consequent high price, in the nore southern countries of Europe,
caused a rent to be paid for forests in Norway, which could before afford
no rent. Is it not, however, evident, that the person who paid what he
thus calls rent, paid it in consideration of the valuable comodity
whi ch was then standing on the land, and that he actually repaid
himself with a profit, by the sale of the tinmber? If, indeed, after the
ti mber was renoved, any conpensation were paid to the landlord for the
use of the land, for the purpose of growing tinber or any other produce,
with a viewto future denmand, such conpensation might justly be called
rent, because it would be paid for the productive powers of the |and; but
in the case stated by Adam Snith, the conpensation was paid for the
liberty of renoving and selling the tinber, and not for the liberty of
growing it. He speaks also of the rent of coal nines, and of stone
quarries, to which the sane observation applies - that the conpensation
given for the mne or quarry, is paid for the value of the coal or stone
whi ch can be renoved fromthem and has no connection with the
original and indestructible powers of the land. This is a distinction of
great inportance, in an enquiry concerning rent and profits; for it is
found, that the | aws which regulate the progress of rent, are w dely
different fromthose which regulate the progress of profits, and sel dom
operate in the same direction. In all inproved countries, that which is
annual ly paid to the landl ord, partaking of both characters, rent and
profit, is sometines kept stationary by the effects of opposing causes; at
other tinmes advances or recedes, as one or the other of these causes
preponderates. In the future pages of this work, then, whenever | speak
of the rent of land, | wi sh to be understood as speaki ng of that
conpensation, which is paid to the ower of land for the use of its
original and indestructible powers.

On the first settling of a country, in which there is an abundance of



rich and fertile land, a very snall proportion of which is required to be
cultivated for the support of the actual population, or indeed can be
cultivated with the capital which the popul ation can command, there

will be no rent; for no one would pay for the use of |and, when there was
an abundant quantity not yet appropriated, and, therefore, at the

di sposal of whosoever m ght choose to cultivate it.

On the common principles of supply and demand, no rent could be
paid for such land, for the reason stated why nothing is given for the use
of air and water, or for any other of the gifts of nature which exist in
boundl ess quantity. Wth a given quantity of materials, and with the
assi stance of the pressure of the atnobsphere, and the elasticity of steam
engi nes may performwork, and abridge human | abour to a very great
extent; but no charge is nade for the use of these natural aids, because
they are inexhaustible, and at every nan's disposal. In the same nanner
the brewer, the distiller, the dyer, nake incessant use of the air and
water for the production of their comodities; but as the supply is
boundl ess, they bear no price.(8*) If all land had the sane properties, if
it were unlimted in quantity, and uniformin quality, no charge could
be nmade for its use, unless where it possessed peculiar advantages of
situation. It is only, then, because land is not unlimted in quantity and
uniformin quality, and because in the progress of popul ation, |and of
an inferior quality, or |less advantageously situated, is called into
cultivation, that rent is ever paid for the use of it. Wien in the progress
of society, land of the second degree of fertility is taken into cultivation
rent i mediately commences on that of the first quality, and the
anount of that rent will depend on the difference in the quality of these
two portions of |and.

When land of the third quality is taken into cultivation, rent
i medi atel y commences on the second, and it is regulated as before, by
the difference in their productive powers. At the sanme tine, the rent of
the first quality will rise, for that nust always be above the rent of the
second, by the difference between the produce which they yield with a
given quantity of capital and | abour. Wth every step in the progress of
popul ati on, which shall oblige a country to have recourse to land of a
worse quality, to enable it to raise its supply of food, rent, on all the
nore fertile land, will rise.

Thus suppose land - No. 1, 2, 3, - to yield, with an equal enpl oynent
of capital and | abour, a net produce of 100, 90, and 80 quarters of corn
In a new country, where there is an abundance of fertile |and conpared
with the popul ation, and where therefore it is only necessary to cultivate
No. 1, the whole net produce will belong to the cultivator, and will be
the profits of the stock which he advances. As soon as popul ation had so
far increased as to nake it necessary to cultivate No. 2, from which
ninety quarters only can be obtained after supporting the |abourers, rent
woul d commence on No. 1; for either there nust be two rates of profit on
agricultural capital, or ten quarters, or the value of ten quarters nust be
wi thdrawn fromthe produce of No. 1, for some other purpose. Wether
the proprietor of the Iand, or any other person, cultivated No. 1, these ten
quarters would equally constitute rent; for the cultivator of No. 2 would
get the same result with his capital, whether he cultivated No. 1, paying
ten quarters for rent, or continued to cultivate No. 2, paying no rent. In
the sane manner it night be shown that when No. 3 is brought into
cultivation, the rent of No. 2 nust be ten quarters, or the value of ten
quarters, whilst the rent of No. 1 would rise to twenty quarters; for the
cultivator of No. 3 would have the sane profits whether he paid twenty
quarters for the rent of No. 1, ten quarters for the rent of No. 2, or
cultivated No. 3 free of all rent.

It often, and, indeed, comonly happens, that before No. 2, 3, 4, or 5,
or the inferior lands are cultivated, capital can be enpl oyed nore
productively on those | ands which are already in cultivation. It may



per haps be found, that by doubling the original capital enployed on No.
1, though the produce will not be doubled, will not be increased by 100
quarters, it may be increased by eighty-five quarters, and that this
quantity exceeds what coul d be obtained by enpl oying the sane

capital, on land No. 3.

In such case, capital will be preferably enployed on the old | and, and
will equally create a rent; for rent is always the difference between the
produce obtai ned by the enploynent of two equal quantities of capita
and labour. If, with a capital of =A31,000, a tenant obtain 100 quarters of
wheat fromhis land, and by the enpl oynment of a second capital of
=A31, 000, he obtain a further return of eighty-five, his landlord would
have the power at the expiration of his |lease, of obliging himto pay
fifteen quarters, or an equival ent value, for additional rent; for there
cannot be two rates of profit. If he is satisfied with a dininution of
fifteen quarters in the return for his second =A31,000, it is because no
enpl oynent nore profitable can be found for it. The conmon rate of
profit would be in that proportion, and if the original tenant refused,
some ot her person would be found willing to give all which exceeded
that rate of profit to the owner of the Iand fromwhich he derived it.

In this case, as well as. in the other, the capital |ast enployed pays
no rent. For the greater productive powers of the first =A31, 000, fifteen
quarters is paid for rent, for the enploynment of the second =A31, 000 no
rent whatever is paid. If a third =A31,000 be enpl oyed on the sane | and,
with a return of seventy-five quarters, rent will then be paid for the
second =A31, 000, and will be equal to the difference between the produce
of these two, or ten quarters; and at the sane tine the rent of the first
=A31,000 will rise fromfifteen to twenty-five quarters; while the |ast
=A31,000 will pay no rent whatever.

If, then, good land existed in a quantity nuch nore abundant than the
production of food for an increasing population required, or if capita
could be indefinitely enployed without a dininished return on the old
| and, there could be no rise of rent; for rent invariably proceeds fromthe
enpl oynent of an additional quantity of |abour with a proportionally
| ess return

The nost fertile, and nost favorably situated, land will be first
cul tivated, and the exchangeabl e value of its produce will be adjusted in
the sane manner as the exchangeabl e value of all other comuodities, by
the total quantity of |abour necessary in various forns, fromfirst to |ast,
to produce it, and bring it to market. Wen land of an inferior quality is
taken into cultivation, the exchangeabl e val ue of raw produce will rise,
because nore | abour is required to produce it.

The exchangeabl e value of all conmodities, whether they be
manuf actured, or the produce of the nmines, or the produce of land, is
al ways regul ated, not by the less quantity of l|abour that will suffice for
their production under circunstances highly favorable, and exclusively
enj oyed by those who have peculiar facilities of production; but by the
greater quantity of |abour necessarily bestowed on their production by
those who have no such facilities; by those who continue to produce
them under the nost unfavorable circunstances; neaning - by the nost
unfavorabl e circunstances, the nost unfavorable under which the
quantity of produce required, renders it necessary to carry on the
producti on.

Thus, in a charitable institution, where the poor are set to work with
the funds of benefactors, the general prices of the commodities, which
are the produce of such work, will not be governed by the peculiar
facilities afforded to these worknen, but by the common, usual, and
natural difficulties, which every other nmanufacturer will have to
encounter. The manufacturer enjoying none of these facilities night
i ndeed be driven altogether fromthe market, if the supply afforded by
these favored workmen were equal to all the wants of the community;



but if he continued the trade, it would be only on condition that he
shoul d derive fromit the usual and general rate of profits on stock; and
that could only happen when his comobdity sold for a price

proportioned to the quantity of |abour bestowed on its production. (9*)

It is true, that on the best Iand, the sane produce would still be
obtained with the sanme | abour as before, but its value would be
enhanced in consequence of the dininished returns obtained by those
who enpl oyed fresh | abour and stock on the less fertile |and.

Not wi t hst andi ng, then, that the advantages of fertile over inferior |ands
are in no case lost, but only transferred fromthe cultivator, or

consuner, to the landlord, yet, since nore |abour is required on the
inferior lands, and since it is fromsuch land only that we are enabled to
furni sh ourselves with the additional supply of raw produce, the
conmparative value of that produce will continue pernanently above its
fornmer level, and make it exchange for nore hats, cloth, shoes, &c. &c.

in the production of which no such additional quantity of |abour is
required.

The reason then, why raw produce rises in conparative value, is
because nore | abour is enployed in the production of the last portion
obt ai ned, and not because a rent is paid to the |andlord. The val ue of
corn is regulated by the quantity of |abour bestowed on its production
on that quality of land, or with that portion of capital, which pays no
rent. Corn is not high because a rent is paid, but a rent is paid because
corn is high; and it has been justly observed, that no reduction would
take place in the price of corn, although |andl ords should forego the
whol e of their rent. Such a neasure would only enable sone farners to
live like gentlenen, but would not dininish the quantity of |abour
necessary to raise raw produce on the | east productive land in
cultivation.

Not hing is nore common than to hear of the advantages which the
| and possesses over every other source of useful produce, on account of
the surplus which it yields in the formof rent. Yet when land is nost
abundant, when nobst productive, and nost fertile, it yields no rent; and
it is only when its powers decay, and less is yielded in return for |abour
that a share of the original produce of the nore fertile portions is set
apart for rent. It is singular that this quality in the I and, which should
have been noticed as an inperfection, conpared with the natural agents
by whi ch manufacturers are assisted, should have been pointed out as
constituting its peculiar pre-emnence. If air, water, the elasticity of
steam and the pressure of the atnosphere, were of various qualities; if
they could be appropriated, and each quality existed only in noderate
abundance, they, as well as the land, would afford a rent, as the
successive qualities were brought into use. Wth every worse quality
enpl oyed, the value of the compdities in the nanufacture of which
they were used, would rise, because equal quantities of |abour would be
| ess productive. Man would do nore by the sweat of his brow, and nature
performless; and the |land would be no | onger pre-emnent for its linmted
powers.

If the surplus produce which land affords in the formof rent be an
advantage, it is desirable that, every year, the machinery newy
constructed should be less efficient than the old, as that would
undoubtedly give a greater exchangeable value to the goods
manuf actured, not only by that nachinery but by all the other
machinery in the kingdom and a rent would be paid to all those who
possessed t he nost productive nmachi nery. (10%)

The rise of rent is always the effect of the increasing wealth of the
country, and of the difficulty of providing food for its augnented
popul ation. It is a synptom but it is never a cause of wealth; for wealth
often increases nost rapidly while rent is either stationary, or even
falling. Rent increases nost rapidly, as the disposable | and decreases in



its productive powers. Wealth increases nost rapidly in those countries
where the disposable land is nost fertile, where inportation is |east
restricted, and where through agricultural inprovenents, productions
can be multiplied without any increase in the proportional quantity of

| abour, and where consequently the progress of rent is slow

If the high price of corn were the effect, and not the cause of rent,
price would be proportionally influenced as rents were high or |ow, and
rent woul d be a conponent part of price. But that corn which is
produced by the greatest quantity of |abour is the regulator of the price
of corn; and rent does not and cannot enter in the |east degree as a
conmponent part of its price.(11*) Adam Snmith, therefore, cannot be
correct in supposing that the original rule which regul ated the
exchangeabl e val ue of comuodities, nanely, the conparative quantity
of labour by which they were produced, can be at all altered by the
appropriation of land and the paynent of rent. Raw naterial enters into
the conposition of nbst comuodities, but the value of that raw
material, as well as corn, is regulated by the productiveness of the
portion of capital |ast enployed on the |land, and paying no rent; and
therefore rent is not a conponent part of the price of comodities.

We have been hitherto considering the effects of the natural progress
of wealth and population on rent, in a country in which the land is of
variously productive powers; and we have seen, that with every portion
of additional capital which it becones necessary to enploy on the |and
with a |l ess productive return, rent would rise. It follows fromthe sane
principles, that any circunstances in the society which should nmake it
unnecessary to enploy the sane anount of capital on the land, and
whi ch shoul d therefore make the portion | ast enpl oyed nore
productive, would lower rent. Any great reduction in the capital of a
country, which should materially dimnish the funds destined for the
mai nt enance of |abour, would naturally have this effect. Popul ation
regul ates itself by the funds which are to enploy it, and therefore
al ways increases or dimnishes with the increase or dininution of
capital. Every reduction of capital is therefore necessarily followed by a
| ess effective demand for corn, by a fall of price, and by dimnished
cultivation. In the reverse order to that in which the accunul ati on of
capital raises rent, will the dimnution of it lower rent. Land of a |ess
unproductive quality will be in succession relinquished, the
exchangeabl e val ue of produce will fall, and land of a superior quality
will be the land | ast cultivated, and that which will then pay no rent.

The sane effects may however be produced, when the wealth and
popul ation of a country are increased, if that increase is acconpanied
by such marked i nprovenents in agriculture, as shall have the sane
ef fect of dimnishing the necessity of cultivating the poorer |ands, or of
expendi ng the same anount of capital on the cultivation of the nore
fertile portions.

If amllion of quarters of corn be necessary for the support of a given
popul ation, and it be raised on land of the qualities of No. 1, 2, 3; and if
an i nprovenent be afterwards discovered by which it can be raised on
No. 1 and 2, without enploying No. 3, it is evident that the i mediate
effect nmust be a fall of rent; for No. 2, instead of No. 3, will then be
cul tivated without paying any rent; and the rent of No. 1, instead of
being the difference between the produce of No. 3 and No. 1, will be the
difference only between No. 2 and 1. Wth the sane popul ation, and no
nore, there can be no denmand for any additional quantity of corn; the
capital and | abour enployed on No. 3 will be devoted to the production
of other comuodities desirable to the community, and can have no
effect in raising rent, unless the raw nmaterial fromwhich they are nade
cannot be obtained wi thout enploying capital |ess advantageously on
the land, in which case No. 3 nust again be cultivated.

It is undoubtedly true, that the fall in the relative price of raw



produce, in consequence of the inprovenent in agriculture, or rather in
consequence of |ess | abour being bestowed on its production, would
naturally lead to increased accunul ation; for the profits of stock would
be greatly augnmented. This accunul ation would | ead to an increased

demand for |abour, to higher wages, to an increased population, to a
further demand for raw produce, and to an increased cultivation. It is
only, however, after the increase in the population, that rent would be as
high as before; that is to say, after No. 3 was taken into cultivation. A
consi derabl e period woul d have el apsed, attended with a positive

di mi nution of rent.

But inprovenents in agriculture are of two kinds: those which
i ncrease the productive powers of the |and, and those which enabl e us,
by i nproving our nmachinery, to obtain its produce with | ess |abour
They both lead to a fall in the price of raw produce; they both affect
rent, but they do not affect it equally. If they did not occasion a fall in
the price of raw produce, they would not be inprovenents; for it is the
essential quality of an inprovenent to dimnish the quantity of |abour
before required to produce a commodity; and this dimnution cannot
take place without a fall of its price or relative val ue.

The i nprovenents which increase the productive powers of the |and,
are such as the nore skilful rotation of crops, or the better choice of
manure. These inprovenents absolutely enable us to obtain the sane
produce froma snmaller quantity of land. If, by the introduction of a
course of turn.ps, | can feed ny sheep besides raising ny corn, the |and
on which the sheep were before fed becones unnecessary, and the sane
quantity of raw produce is raised by the enploynent of a |less quantity
of land. If | discover a nanure which will enable nme to nake a piece of
| and produce 20 per cent nore corn, | may withdraw at |east a portion of
my capital fromthe nost unproductive part of ny farm But, as | before
observed, it is not necessary that |and should be thrown out of

cultivation, in order to reduce rent: to produce this effect, it is sufficient

that successive portions of capital are enpl oyed on the sane Iand with
different results, and that the portion which gives the |east result should
be withdrawn. |f, by the introduction of the turnip husbandry, or by the

use of a nore invigorating manure, | can obtain the sane produce with
| ess capital, and without disturbing the difference between the
productive powers of the successive portions of capital, | shall |ower

rent; for a different and nore productive portion will be that which will
formthe standard fromwhich every other will be reckoned. If, for
exanpl e, the successive portions of capital yielded 100, 90, 80, 70;
whil st | enpl oyed these four portions, ny rent would be 60, or the

di f ference between

70 and 100 =3D 30

70 and 90 =3D 20

70 and 80 =3D 10
60

whi | st the produce woul d be 340

100
90
80
70
340

and while | enployed these portions, the rent would remain the sane,

al t hough the produce of each should have an equal augnentation. If,

i nstead of 100, 90, 80, 70, the produce should be increased to 125, 115,
105, 95, the rent would still be 60, or the difference between



95 and 125 =3D 30

95 and 115 =3D 20

95 and 105 =3D 10
60

whi | st the produce woul d be increased to 440

125
115
105
95

440

But with such an increase of produce, w thout an increase of

demand, (12*) there could be no notive for enploying so nmuch capita

on the land; one portion would be w thdrawn, and consequently the | ast
portion of capital would yield 105 instead of 95, and rent would fall to
30, or the difference between

105 adn 125 =3D 20
105 and 115 =3D 10
30

whil st the produce will be still adequate to the wants of the popul ation
for it would be 345 quarters, or

125
115
105
345

the demand being only for 340 quarters. - But there are inprovenents
which may | ower the relative value of produce w thout |owering the

corn rent, though they will |ower the noney rent of |and. Such

i mprovenents do not increase the productive powers of the |land; but
they enable us to obtain its produce with |ess |labour. They are rather
directed to the formation of the capital applied to the land, than to the
cultivation of the land itself. Inprovenments in agricultural inplenments,
such as the plough and the thrashi ng machi ne, econony in the use of
horses enpl oyed in husbandry, and a better know edge of the veterinary
art, are of this nature. Less capital, which is the sane thing as |ess

| abour, will be enployed on the land; but to obtain the sanme produce,

| ess I and cannot be cultivated. Wether inprovenments of this kind,
however, affect corn rent, nust depend on the question, whether the

di fference between the produce obtained by the enpl oynent of different
portions of capital be increased, stationary, or dimnished. If four
portions of capital, 50, 60, 70, 80, be enployed on the |and, giving each
the sane results, and any inprovenent in the formati on of such capita
shoul d enable ne to withdraw 5 from each, so that they should be 45, 55,
65, and 75, no alteration would take place in the corn rent; but if the
i nprovenents were such as to enable ne to nmake the whol e saving on

that portion of capital, which is |east productively enployed, corn rent
woul d i mmedi ately fall, because the difference between the capital nost
productive, and the capital |east productive, would be dim ni shed; and
it is this difference which constitutes rent.

Wthout nultiplying instances, | hope enough has been said to show,
that whatever dim nishes the inequality in the produce obtained from
successi ve portions of capital enployed on the same or on new | and,
tends to lower rent; and that whatever increases that inequality,
necessarily produces an opposite effect, and tends to raise it.

In speaking of the rent of the |andlord, we have rather considered it as



the proportion of the produce, obtained with a given capital on any
given farm wi thout any reference to its exchangeabl e val ue; but since
the sane cause, the difficulty of production, raises the exchangeabl e

val ue of raw produce, and raises also the proportion of raw produce paid
to the landlord for rent, it is obvious that the landlord is doubly
benefited by difficulty of production. First, he obtains a greater share,
and secondly the comodity in which he is paid is of greater value. (13*)

Chapter 3
On the Rent of M nes

The metals, like other things, are obtained by |abour. Nature, indeed,
produces them but it is the | abour of man which extracts themfromthe
bowel s of the earth, and prepares them for our service.

M nes, as well as land, generally pay a rent to their owner; and this
rent, as well as the rent of land, is the effect, and never the cause of the
hi gh val ue of their produce.

If there were abundance of equally fertile mines, which any one m ght
appropriate, they could yield no rent; the value of their produce would
depend on the quantity of |abour necessary to extract the nmetal fromthe
nmne and bring it to market.

But there are nmines of various qualities, affording very different
results, with equal quantities of |abour. The netal produced fromthe
poorest mine that is worked, nust at |east have an exchangeabl e val ue,
not only sufficient to procure all the clothes, food, and other necessaries
consuned by those enployed in working it, and bringing the produce to
market, but also to afford the common and ordinary profits to hi mwho
advances the stock necessary to carry on the undertaking. The return for
capital fromthe poorest nine paying no rent, would regulate the rent of
all the other nore productive nmines. This mine is supposed to yield the
usual profits of stock. Al that the other mines produce nore than this,
will necessarily be paid to the owners for rent. Since this principle is
precisely the same as that which we have already |aid down respecting
land, it will not be necessary further to enlarge on it.

It will be sufficient to remark, that the sane general rule which
regul ates the value of raw produce and manufactured commodities, is
applicable also to the metals; their value depending not on the rate of
profits, nor on the rate of wages, nor on the rent paid for mnes, but on
the total quantity of |abour necessary to obtain the nmetal, and to bring it
to market.

Li ke every other commodity, the value of the netals is subject to
variation. Inprovenments nay be made in the inplenents and
machi nery used in mining, which may considerably abridge | abour
new and nore productive mines may be discovered, in which, with the
sane | abour, nore netal nmay be obtained; or the facilities of bringing it
to market may be increased. In either of these cases the netals would fal
in value, and would therefore exchange for a |l ess quantity of other
things. On the other hand, fromthe increasing difficulty of obtaining
the metal, occasioned by the greater depth at which the nine nust be
wor ked, and the accunul ati on of water, or any other contingency, its
val ue conpared with that of other things, m ght be considerably
i ncreased.

It has therefore been justly observed, that however honestly the coin of
a country may conformto its standard, noney made of gold and silver is
still liable to fluctuations in value, not only to accidental and
tenporary, but to permanent and natural variations, in the sane manner
as other commoditi es.

By the discovery of Anerica and the rich mines in which it abounds,

a very great effect was produced on the natural price of the precious



metals. This effect is by many supposed not yet to have terminated. It is
probabl e, however, that all the effects on the value of the netals,
resulting fromthe discovery of Anerica, have |ong ceased; and if any

fall has of late years taken place in their value, it is to be attributed to
i mprovenents in the node of working the mnes.

From what ever cause it may have proceeded, the effect has been so
slow and gradual, that little practical inconvenience has been felt from
gold and silver being the general nediumin which the value of all other
things is estinmated. Though undoubtedly a variabl e nmeasure of val ue,
there is probably no commodity subject to fewer variations. This and the
ot her advantages which these netal s possess, such as their hardness,
their nalleability, their divisibility, and many nore, have justly
secured the preference every where given to them as a standard for the
money of civilized countries.

If equal quantities of |abour, with equal quantities of fixed capital
could at all times obtain, fromthat mne which paid no rent, equa
quantities of gold, gold would be as nearly an invariable neasure of
value, as we could in the nature of things possess. The quantity indeed
woul d enlarge with the demand, but its value would be invariable, and
it would be emnently well calculated to neasure the varying val ue of
all other things. | have already in a former part of this work considered
gold as endowed with this uniformty, and in the follow ng chapter
shal | continue the supposition. In speaking therefore of varying price,
the variation will be always considered as being in the conmodity, and
never in the mediumin which it is estinmated.

Chapter 4
On Natural and Market Price

I n maki ng | abour the foundation of the value of commopdities, and the
conparative quantity of |abour which is necessary to their production
the rule which determnines the respective quantities of goods which shal
be given in exchange for each other, we nust not be supposed to deny
the accidental and tenporary deviations of the actual or market price of
commodities fromthis, their primary and natural price

In the ordinary course of events, there is no conmodity which
continues for any length of tine to be supplied precisely in that degree
of abundance, which the wants and w shes of mankind require, and
therefore there is none which is not subject to accidental and tenporary
vari ations of price.

It is only in consequence of such variations, that capital is

apportioned precisely, in the requisite abundance and no nore, to the
production of the different comodities which happen to be in demand.
Wth the rise or fall of price, profits are el evated above, or depressed
bel ow their general |evel, and capital is either encouraged to enter into,
or is warned to depart fromthe particular enploynment in which the
vari ation has taken pl ace.

Wil st every man is free to enploy his capital where he pl eases, he
will naturally seek for it that enployment which is nost advant ageous;
he will naturally be dissatisfied with a profit of 10 per cent, if by
renoving his capital he can obtain a profit of 15 per cent. This restless
desire on the part of all the enployers of stock, to quit a |less profitable
for a nore advantageous business, has a strong tendency to equalize the
rate of profits of all, or to fix themin such proportions, as may in the
estimation of the parties, conpensate for any advantage whi ch one may
have, or may appear to have over the other. It is perhaps very difficult to
trace the steps by which this change is effected: it is probably effected,
by a manufacturer not absolutely changing his enployment, but only



| essening the quantity of capital he has in that enploynment. In all rich
countries, there is a nunber of nen fornming what is called the nonied
class; these nen are engaged in no trade, but live on the interest of their

nmoney, which is enployed in discounting bills, or in loans to the nore

i ndustrious part of the community. The bankers too enploy a | arge
capital on the sane objects. The capital so enployed forns a circul ating
capital of a large amount, and is enployed, in larger or snaller
proportions, by all the different trades of a country. There is perhaps no
manuf acturer, however rich, who limits his business to the extent that
his own funds alone will allow he has always some portion of this
floating capital, increasing or dinnishing according to the activity of
the demand for his conmodities. Wien the demand for silks increases,

and that for cloth dimnishes, the clothier does not remove with his
capital to the silk trade, but he dism sses sone of his worknmen, he

di scontinues his demand for the |oan from bankers and noni ed nen;

while the case of the silk manufacturer is the reverse: he wishes to
enpl oy nore workmen, and thus his notive for borrowing is increased:

he borrows nore, and thus capital is transferred from one enpl oynent

to another, without the necessity of a manufacturer discontinuing his
usual occupation. Wien we |l ook to the markets of a |arge town, and
observe how regularly they are supplied both with home and foreign
conmmodities, in the quantity in which they are required, under all the
ci rcunmst ances of varying demand, arising fromthe caprice of taste, or a
change in the amount of popul ation, w thout often producing either the
effects of a glut froma too abundant supply, or an enornously high
price fromthe supply being unequal to the demand, we nust confess

that the principle which apportions capital to each trade in the precise
amount that it is required, is nore active than is generally supposed.

A capitalist, in seeking profitable enploynent for his funds, wll
natural ly take into consideration all the advantages which one
occupati on possesses over another. He may therefore be willing to forego
a part of his noney profit, in consideration of the security, cleanliness,
ease, or any other real or fancied advantage which one enpl oynent nmay
possess over another

If froma consideration of these circunstances, the profits of stock
shoul d be so adjusted, that in one trade they were 20, in another 25, and
in another 30 per cent, they would probably continue permanently with
that relative difference, and with that difference only; for if any cause
shoul d el evate the profits of one of these trades 10 per cent either these
profits would be tenporary and woul d soon again fall back to their
usual station, or the profits of the others would be elevated in the same
proportion.

The present tinme appears to be one of the exceptions to the justness of
this remark. The termination of the war has so deranged the division
whi ch before existed of enploynments in Europe, that every capitali st
has not yet found his place in the new division which has now becone
necessary.

Let us suppose that all conmmodities are at their natural price, and
consequently that the profits of capital in all enploynents are exactly
at the sane rate, or differ only so much as, in the estimation of the
parties, is equivalent to any real or fancied advantage which they
possess or forego. Suppose now that a change of fashion should increase
the demand for silks, and |l essen that for woollens; their natural price,
the quantity of |abour necessary to their production, would continue
unaltered, but the market price of silks would rise, and that of woollens
woul d fall; and consequently the profits of the silk nmanufacturer would
be above, whilst those of the woollen manufacturer would be bel ow, the
general and adjusted rate of profits. Not only the profits, but the wages
of the worknmen, would be affected in these enployments. This increased
demand for silks would however soon be supplied, by the transference of



capital and | abour fromthe woollen to the silk manufacture; when the
mar ket prices of silks and wool | ens woul d agai n approach their natura
prices, and then the usual profits would be obtained by the respective
manuf acturers of those commoditi es.

It is then the desire, which every capitalist has, of diverting his funds
froma less to a nore profitabl e enploynent, that prevents the narket
price of cormmodities fromcontinuing for any length of tine either
much above, or nuch below their natural price. It is this conpetition
whi ch so adjusts the exchangeabl e val ue of conmodities, that after
payi ng the wages for the | abour necessary to their production, and al
ot her expenses required to put the capital enmployed in its original state
of efficiency, the remaining value or overplus will in each trade be in
proportion to the value of the capital enployed.

In the 7th chap. of the Wealth of Nations, all that concerns this
question is nost ably treated. Having fully acknow edged the tenporary
effects which, in particular enploynents of capital, nmay be produced
on the prices of comobdities, as well as on the wages of |abour, and the
profits of stock, by accidental causes, w thout influencing the genera
price of cormmodities, wages, or profits, since these effects are equally
operative in all stages of society, we will |eave thementirely out of our
consi deration, whilst we are treating of the |laws which regulate natura
prices, natural wages and natural profits, effects totally independent of
these accidental causes. |In speaking then of the exchangeabl e val ue of
commodi ties, or the power of purchasing possessed by any one
commodity, | mean al ways that power which it would possess, if not
di sturbed by any tenporary or accidental cause, and which is its natura
price.

Chapter 5
O Wages

Labour, like all other things which are purchased and sol d, and which
may be increased or dimnished in quantity, has its natural and its
mar ket price. The natural price of labour is that price which is necessary
to enable the | abourers, one with another, to subsist and to perpetuate
their race, without either increase or dimnution

The power of the | abourer to support hinmself, and the fam |y which
may be necessary to keep up the nunmber of |abourers, does not depend
on the quantity of noney which he nmay receive for wages, but on the
quantity of food, necessaries, and conveni ences becone essential to him
fromhabit, which that noney will purchase. The natural price of
| abour, therefore, depends on the price of the food, necessaries, and
conveni ences required for the support of the |abourer and his fanily.
Wth a rise in the price of food and necessaries, the natural price of
| abour will rise; with the fall in their price, the natural price of |abour
will fall

Wth the progress of society the natural price of |abour has always a
tendency to rise, because one of the principal comodities by which its
natural price is regulated, has a tendency to becone dearer, fromthe
greater difficulty of producing it. As, however, the inprovenents in
agriculture, the discovery of new nmarkets, whence provisions may be
imported, nay for a tinme counteract the tendency to a rise in the price of
necessari es, and may even occasion their natural price to fall, so will the
same causes produce the correspondent effects on the natural price of
| abour.

The natural price of all commodities, excepting raw produce and
| abour, has a tendency to fall, in the progress of wealth and popul ation
for though, on one hand, they are enhanced in real value, fromthe rise
in the natural price of the raw material of which they are nade, this is



nore than counterbal anced by the i nprovenents in nachinery, by the
better division and distribution of |abour, and by the increasing skill
both in science and art, of the producers.

The market price of labour is the price which is really paid for it, from
the natural operation of the proportion of the supply to the denand;
| abour is dear when it is scarce, and cheap when it is plentiful. However
much the market price of |abour nmay deviate fromits natural price, it
has, |ike comobdities, a tendency to conformto it.

It is when the market price of | abour exceeds its natural price, that the
condition of the | abourer is flourishing and happy, that he has it in his
power to command a greater proportion of the necessaries and
enjoynents of life, and therefore to rear a healthy and nunmerous fanily.
When, however, by the encouragenent which hi gh wages give to the
i ncrease of popul ation, the nunber of |abourers is increased, wages
again fall to their natural price, and indeed froma re-action sonetines
fall belowit.

When the market price of |abour is belowits natural price, the
condition of the |abourers is nbst wetched: then poverty deprives them
of those conforts which customrenders absol ute necessaries. It is only
after their privations have reduced their nunber, or the denand for
| abour has increased, that the narket price of labour will rise toits
natural price, and that the | abourer will have the noderate conforts
which the natural rate of wages will afford

Not wi t hst andi ng t he tendency of wages to conformto their natura
rate, their nmarket rate nmay, in an inproving society, for an indefinite
peri od, be constantly above it; for no sooner nmay the inpulse, which an
i ncreased capital gives to a new demand for | abour be obeyed, than
anot her increase of capital may produce the sane effect; and thus, if the
i ncrease of capital be gradual and constant, the demand for |abour nmay
give a continued stinmulus to an increase of people.

Capital is that part of the wealth of a country which is enployed in
production, and consists of food, clothing, tools, raw naterials
machi nery, &c. necessary to give effect to | abour

Capital may increase in quantity at the same tinme that its value rises.
An addition may be nade to the food and clothing of a country, at the
same time that nore | abour nmay be required to produce the additiona
quantity than before; in that case not only the quantity, but the val ue of
capital will rise.

O capital may increase without its value increasing, and even while
its value is actually dininishing; not only nmay an addition be nade to
the food and clothing of a country, but the addition nmay be nade by the
aid of machinery, w thout any increase, and even with an absol ute
dim nution in the proportional quantity of |abour required to produce
them The quantity of capital may increase, while neither the whole
together, nor any part of it singly, will have a greater val ue than before,
but may actually have a |ess.

In the first case, the natural price of |abour, which always depends on
the price of food, clothing, and other necessaries, will rise; in the
second, it will remain stationary, or fall; but in both cases the market
rate of wages will rise, for in proportion to the increase of capital will be
the increase in the denmand for |abour; in proportion to the work to be
done will be the demand for those who are to do it.

In both cases too the nmarket price of labour will rise above its natura
price; and in both cases it will have a tendency to conformto its natura
price, but inthe first case this agreenent will be nobst speedily effected.
The situation of the |abourer will be inproved, but not much inproved,
for the increased price of food and necessaries will absorb a large
portion of his increased wages; consequently a small supply of |abour
or atrifling increase in the population, will soon reduce the market
price to the then increased natural price of |abour



In the second case, the condition of the |abourer will be very greatly
i mproved; he will receive increased noney wages, w thout having to
pay any increased price, and perhaps even a dimnished price for the
commodi ties which he and his fanmly consunme; and it will not be til
after a great addition has been nmade to the popul ation, that the market
price of labour will again sink to its then | ow and reduced natural price.

Thus, then, with every inprovenent of society, with every increase in
its capital, the market wages of |abour will rise; but the pernanence of
their rise will depend on the question, whether the natural price of
| abour has also risen; and this again will depend on the rise in the
natural price of those necessaries on which the wages of |abour are
expended.

It is not to be understood that the natural price of |abour, estinmated
even in food and necessaries, is absolutely fixed and constant. It varies
at different tinmes in the same country, and very materially differs in
different countries.(14*) It essentially depends on the habits and
custons of the people. An English | abourer woul d consider his wages
under their natural rate, and too scanty to support a famly, if they
enabl ed himto purchase no other food than potatoes, and to live in no
better habitation than a nud cabin; yet these nbderate demands of
nature are often deenmed sufficient in countries where 'man's life is
cheap', and his wants easily satisfied. Many of the conveni ences now
enjoyed in an English cottage, would have been thought |uxuries at an
earlier period of our history.

From manuf actured comuodities always falling, and raw produce
al ways rising, with the progress of society, such a disproportion in their
relative value is at length created, that in rich countries a | abourer, by
the sacrifice of a very small quantity only of his food, is able to provide
liberally for all his other wants.

I ndependently of the variations in the value of nobney, which
necessarily affect noney wages, but which we have here supposed to
have no operation, as we have consi dered noney to be uniformy of the
same value, it appears then that wages are subject to a rise or fall from
two causes:

1st. The supply and demand of | abourers.
2dly. The price of the commodities on which the wages of |abour are
expended.

In different stages of society, the accumnul ation of capital, or of the
means of enpl oying |abour, is nore or less rapid, and nust in all cases
depend on the productive powers of |abour. The productive powers of
| abour are generally greatest when there is an abundance of fertile |and:
at such periods accunul ation is often so rapid, that |abourers cannot be
supplied with the sanme rapidity as capital

It has been cal cul ated, that under favourabl e circunstances
popul ati on may be doubled in twenty-five years; but under the sane
favourabl e circunstances, the whole capital of a country m ght
possi bly be doubled in a shorter period. In that case, wages during the
whol e period woul d have a tendency to rise, because the demand for
| abour woul d increase still faster than the supply.

In new settlenents, where the arts and knowl edge of countries far
advanced in refinenment are introduced, it is probable that capital has a
tendency to increase faster than mankind: and if the deficiency of
| abourers were not supplied by nore popul ous countries, this tendency
woul d very nuch raise the price of |abour. In proportion as these
countries becone popul ous, and | and of a worse quality is taken into
cultivation, the tendency to an increase of capital dimnishes; for the
surplus produce remaining, after satisfying the wants of the existing
popul ati on, nust necessarily be in proportion to the facility of
production, viz. to the smaller number of persons enployed in



production. Al though, then, it is probable, that under the nost
favourabl e circunstances, the power of production is still greater than
that of population, it will not long continue so; for the |and being
limted in quantity, and differing in quality, with every increased
portion of capital enployed on it, there will be a decreased rate of
production, whilst the power of population continues always the sane.

In those countries where there is abundance of fertile |and, but where,
fromthe ignorance, indolence, and barbarismof the inhabitants, they
are exposed to all the evils of want and fam ne, and where it has been
sai d that popul ati on presses agai nst the nmeans of subsistence, a very
different renedy should be applied fromthat which is necessary in |ong
settled countries, where, fromthe dimnishing rate of the supply of raw
produce, all the evils of a crowded popul ation are experienced. In the
one case, the evil proceeds from bad governnent, fromthe insecurity of
property, and froma want of education in all ranks of the people. To be
made happier they require only to be better governed and instructed, as
the augnentation of capital, beyond the augnentation of people, would
be the inevitable result. No increase in the population can be too great,
as the powers of production are still greater. In the other case, the
popul ation increases faster than the funds required for its support.
Every exertion of industry, unless acconpani ed by a di m nished rate of
increase in the population, will add to the evil, for production cannot
keep pace with it.

Wth a popul ati on pressing agai nst the neans of subsistence, the only
renedi es are either a reduction of people, or a nore rapid accunul ation
of capital. In rich countries, where all the fertile land is already
cultivated, the latter renedy is neither very practicable nor very
desirabl e, because its effect would be, if pushed very far, to render al
cl asses equally poor. But in poor countries, where there are abundant
means of production in store, fromfertile |land not yet brought into
cultivation, it is the only safe and efficaci ous neans of renoving the
evil, particularly as its effect would be to elevate all classes of the
peopl e.

The friends of humanity cannot but wish that in all countries the
| abouring classes should have a taste for conforts and enjoynents, and
that they should be stinmulated by all legal neans in their exertions to
procure them There cannot be a better security agai nst a superabundant
popul ation. 1 In those countries, where the | abouring classes have the
fewest wants, and are contented with the cheapest food, the people are
exposed to the greatest vicissitudes and niseries. They have no pl ace of
refuge fromcalanity; they cannot seek safety in a |ower station; they
are already so low, that they can fall no lower. On any deficiency of the
chief article of their subsistence, there are few substitutes of which they
can avail thenselves, and dearth to themis attended with alnost all the
evils of fam ne.

In the natural advance of society, the wages of |abour will have a

tendency to fall, as far as they are regul ated by supply and denand; for
the supply of labourers will continue to increase at the same rate, whil st
the demand for themw |l increase at a slower rate. If, for instance

wages were regulated by a yearly increase of capital, at the rate of 2 per
cent, they would fall when it accunulated only at the rate of 1 1/2 per
cent. They would fall still |Iower when it increased only at the rate of 1,
or 1/2 per cent, and would continue to do so until the capital becane
stationary, when wages al so woul d becone stationary, and be only
sufficient to keep up the nunbers of the actual population. | say that,
under these circunstances, wages would fall, if they were regul ated
only by the supply and denmand of |abourers; but we nust not forget,
that wages are also regulated by the prices of the commodities on which
they are expended.

As popul ation increases, these necessaries will be constantly rising in



price, because nore | abour will be necessary to produce them If, then

t he nmoney wages of |abour should fall, whilst every commpdity on

whi ch t he wages of | abour were expended rose, the | abourer would be

doubly affected, and would be soon totally deprived of subsistence.

I nstead, therefore, of the noney wages of |abour falling, they would

rise; but they would not rise sufficiently to enable the | abourer to
purchase as many conforts and necessaries as he did before the rise in

the price of those comobdities. If his annual wages were before =A324, or
six quarters of corn when the price was =A34 per quarter, he would
probably receive only the value of five quarters when corn rose to =A35 per
quarter. But five quarters would cost =A325; he would therefore receive an
addition in his noney wages, though with that addition he would be

unable to furnish hinself with the sanme quantity of corn and other

commodi ties, which he had before consuned in his fanily.

Not wi t hst andi ng, then, that the | abourer would be really worse paid,
yet this increase in his wages woul d necessarily dimnish the profits of
the manufacturer; for his goods would sell at no higher price, and yet
t he expense of producing them would be increased. This, however, will
be considered in our exanmination into the principles which regulate
profits.

It appears, then, that the sanme cause which raises rent, nanely, the
increasing difficulty of providing an additional quantity of food with
the sane proportional quantity of labour, will also raise wages; and
therefore if noney be of an unvarying value, both rent and wages will
have a tendency to rise with the progress of wealth and popul ation

But there is this essential difference between the rise of rent and the
rise of wages. The rise in the noney value of rent is acconpani ed by an
i ncreased share of the produce; not only is the landlord' s noney rent
greater, but his corn rent also; he will have nore corn, and each defined
measure of that corn will exchange for a greater quantity of all other
goods whi ch have not been raised in value. The fate of the | abourer will
be | ess happy; he will receive nore noney wages, it is true, but his corn
wages will be reduced; and not only his command of corn, but his
general condition will be deteriorated, by his finding it nore difficult to
mai ntain the market rate of wages above their natural rate. Wile the
price of corn rises 10 per cent, wages will always rise |less than 10 per
cent, but rent will always rise nore; the condition of the | abourer will
generally decline, and that of the landlord will always be inproved.

When wheat was at =A34 per quarter, suppose the |abourer's wages to be
=A324 per annum or the value of six quarters of wheat, and suppose half
his wages to be expended on wheat, and the other half, or =A312, on other
things. He woul d receive

=A324 14s.
=A325 10s.
=A326 8s.
=A327 8s. 6d.

when wheat was at

=A34 4s. 8d.
=A34 10s.
=A34 16s.
=A35 2s. 10d.

or the val ue of

5.83 qrs.
5.66 qgrs.
5.50 grs.
5.33 qgrs.



He woul d receive these wages to enable himto live just as well, and no
better, than before; for when corn was at =A34 per quarter, he would
expend for three quarters of corn, at =A34 per

quarter ..., =A312
and on other thing ..... =A312
=A324
When wheat was =A34 4s. 8d., three quarters, which he and his fanly
consumed, would cost him.. =A312 14s.
other things not altered in price... =A312
=A324 14s.

When at =A34 10s., three quarters of wheat would cost =A313 10s.
and ot her things =A312

=A325 10s.
When at =A34 16s., three quarters of wheat... =A314 8s.
O her things =A312

=A326 8s
When at =A35 2s. 10d. three quarters of wheat would cost =A315 8s. 6d.
O her things =A312

=A327 8s. 6d.

In proportion as corn becane dear, he would receive | ess corn wages,
but his noney wages woul d al ways increase, whilst his enjoynents, on
t he above supposition, would be precisely the sane. But as other
commodities would be raised in price in proportion as raw produce
entered into their conposition, he would have nore to pay for sone of
them Although his tea, sugar, soap, candles, and house rent, would
probably be no dearer, he would pay nore for his bacon, cheese, butter
Iinen, shoes, and cloth; and therefore, even with the above increase of
wages, his situation would be conparatively worse. But it nay be said
that | have been considering the effect of wages on price, on the
supposition that gold, or the netal from which noney is nade, is the
produce of the country in which wages varied; and that the
consequences which | have deduced agree little with the actual state of
things, because gold is a netal of foreign production. The circunstance,
however, of gold being a foreign production, will not invalidate the
truth of the argunment, because it may be shewn, that whether it were
found at hone, or were inported fromabroad, the effects ultinately
and, indeed, immediately would be the sane.

When wages rise, it is generally because the increase of wealth and
capital have occasi oned a new demand for | abour, which will, infallibly
be attended with an increased production of comobdities. To circul ate
these additional conmodities, even at the sane prices as before, nore
money is required, nore of this foreign commodity from whi ch noney
is made, and which can only be obtained by inportation. \Wenever a
commodity is required in greater abundance than before, its relative
val ue rises conparatively with those comodities with which its
purchase is nmade. If nore hats were wanted, their price would rise, and
nmore gold would be given for them If nore gold were required, gold
woul d rise, and hats would fall in price, as a greater quantity of hats and
of all other things would then be necessary to purchase the sane
quantity of gold. But in the case supposed, to say that commodities will
rise, because wages rise, is to affirma positive contradiction; for we first
say that gold will rise in relative value in consequence of demand, and
secondly, that it will fall in relative value because prices will rise, two
effects which are totally inconpatible with each other. To say that
commodities are raised in price, is the same thing as to say that noney is



lowered in relative value; for it is by coomodities that the relative val ue
of gold is estimated. If then all commodities rose in price, gold could not
come fromabroad to purchase those dear commodities, but it would go
fromhone to be enployed with advantage in purchasing the
conparatively cheaper foreign comobdities. It appears, then, that the
rise of wages will not raise the prices of commodities, whether the netal
fromwhi ch noney is nade be produced at hone or in a foreign country.
Al commodities cannot rise at the sane tinme without an addition to the
quantity of noney. This addition could not be obtained at honme, as we
have al ready shewn; nor could it be inported fromabroad. To purchase
any additional quantity of gold from abroad, commvpdities at home nust
be cheap, not dear. The inportation of gold, and a rise in the price of al
hone- made commodities with which gold is purchased or paid for, are
effects absolutely inconpatible. The extensive use of paper noney does
not alter this question, for paper noney conforns, or ought to conform
to the value of gold, and therefore its value is influenced by such causes
only as influence the value of that netal.

These then are the | aws by which wages are regul ated, and by which
the happiness of far the greatest part of every conmmunity is governed.
Li ke all other contracts, wages should be left to the fair and free
conpetition of the market, and should never be controlled by the
interference of the |egislature.

The clear and direct tendency of the poor laws, is in direct opposition
to these obvious principles: it is not, as the |egislature benevolently
i ntended, to anmend the condition of the poor, but to deteriorate the
condition of both poor and rich; instead of nmaking the poor rich, they
are calculated to nmake the rich poor; and whilst the present laws are in
force, it is quite in the natural order of things that the fund for the

mai nt enance of the poor should progressively increase, till it has
absorbed all the net revenue of the country, or at least so nmuch of it as
the state shall |eave to us, after satisfying its own never failing demands

for the public expenditure. (15*)

Thi s pernicious tendency of these laws is no |onger a nystery, since it
has been fully devel oped by the able hand of M Malthus; and every
friend to the poor nust ardently wish for their abolition. Unfortunately,
however, they have been so |ong established, and the habits of the poor
have been so fornmed upon their operation, that to eradicate themwth
safety fromour political system requires the nost cautious and skil ful
managenent. It is agreed by all who are nost friendly to a repeal of
these laws, that if it be desirable to prevent the nobst overwhel ning
distress to those for whose benefit they were erroneously enacted, their
abolition should be effected by the nobst gradual steps.

It is atruth which admits not a doubt, that the conforts and well -
bei ng of the poor cannot be permanently secured without sone regard
on their part, or sonme effort on the part of the legislature, to regulate the
i ncrease of their nunbers, and to render |ess frequent anong themearly
and inprovident marriages. The operation of the system of poor |aws has
been directly contrary to this. They have rendered restraint superfluous,
and have invited inprudence, by offering it a portion of the wages of
prudence and i ndustry. (16*)

The nature of the evil points out the remedy. By gradually contracting
the sphere of the poor |laws; by inpressing on the poor the value of
i ndependence, by teaching themthat they nust | ook not to systematic or
casual charity, but to their own exertions for support, that prudence and
forethought are neither unnecessary nor unprofitable virtues, we shal
by degrees approach a sounder and nore heal thful state.

No schene for the amendnent of the poor |laws nerits the |east
attention, which has not their abolition for its ultimate object; and he is
the best friend to the poor, and to the cause of humanity, who can point
out how this end can be attained with the nost security, and at the sane



time with the least violence. It is not by raising in any nmanner different
fromthe present, the fund fromwhich the poor are supported, that the
evil can be nitigated. It would not only be no inprovenent, but it

woul d be an aggravation of the distress which we wish to see renoved, if
the fund were increased in anount, or were |evied according to sone

| ate proposals, as a general fund fromthe country at |arge. The present
nmode of its collection and application has served to mitigate its
pernicious effects. Each parish raises a separate fund for the support of
its own poor. Hence it becones an object of nore interest and nore
practicability to keep the rates low, than if one general fund were raised
for the relief of the poor of the whole kingdom A parish is nuch nore
interested in an economical collection of the rate, and a sparing
distribution of relief, when the whole saving will be for its own benefit,
than i f hundreds of other parishes were to partake of it.

It is to this cause, that we nust ascribe the fact of the poor |aws not
havi ng yet absorbed all the net revenue of the country; it is to the rigour
with which they are applied, that we are indebted for their not having
becone overwhel ningly oppressive. If by |law every human bei ng
wanti ng support could be sure to obtain it, and obtain it in such a degree
as to nake life tolerably confortable, theory would | ead us to expect
that all other taxes together would be |ight conpared with the single one
of poor rates. The principle of gravitation is not nore certain than the
tendency of such | aws to change wealth and power into misery and
weakness; to call away the exertions of |abour fromevery object, except
that of providing nmere subsistence; to confound all intellectua
distinction; to busy the nind continually in supplying the body's wants;
until at last all classes should be infected with the plague of universa
poverty. Happily these | aws have been in operation during a period of
progressive prosperity, when the funds for the nmaintenance of |abour
have regul arly increased, and when an increase of popul ati on woul d be
naturally called for. But if our progress should becone nore slow, if we
should attain the stationary state, fromwhich | trust we are yet far
distant, then will the pernicious nature of these | aws becone nore
mani fest and alarmi ng. and then, too, will their renoval be obstructed
by many additional difficulties.

Chapter 6
On Profits

The profits of stock, in different enpl oynents, having been shewn to
bear a proportion to each other, and to have a tendency to vary all in the
same degree and in the sane direction, it remains for us to consider what
is the cause of the pernmanent variations in the rate of profit, and the
consequent pernanent alterations in the rate of interest.

We have seen that the price (17*) of corn is regulated by the quantity
of | abour necessary to produce it, with that portion of capital which
pays no rent. W have seen, too, that all manufactured conmodities rise
and fall in price, in proportion as nore or |ess |abour beconmes necessary
to their production. Neither the farmer who cultivates that quantity of
I and, which regul ates price, nor the manufacturer, who nmanufactures
goods, sacrifice any portion of the produce for rent. The whol e val ue of
their comobdities is divided into two portions only: one constitutes the
profits of stock, the other the wages of |abour

Supposi ng corn and manuf actured goods always to sell at the sane
price, profits would be high or lowin proportion as wages were | ow or
hi gh. But suppose corn to rise in price because nore | abour is necessary
to produce it; that cause will not raise the price of manufactured goods
in the production of which no additional quantity of l|abour is required.
If, then, wages continued the sane, the profits of nmanufacturers would



remain the same; but if, as is absolutely certain, wages should rise with
the rise of corn, then their profits would necessarily fall

If a manufacturer always sold his goods for the sanme noney, for
=A31, 000, for exanple, his profits would depend on the price of the |abour
necessary to manufacture those goods. His profits would be | ess when
wages anounted to =A3800 than when he paid only =A3600. In proportion
then as wages rose, would profits fall. But if the price of raw produce
woul d increase, it nay be asked, whether the farnmer at | east woul d not
have the sane rate of profits, although he should pay an additional sum
for wages? Certainly not: for he will not only have to pay, in comobn
with the manufacturer, an increase of wages to each | abourer he
enpl oys, but he will be obliged either to pay rent, or to enploy an
addi ti onal nunber of |abourers to obtain the sane produce; and the rise
in the price of raw produce will be proportioned only to that rent, or that
addi tional nunber, and will not conpensate himfor the rise of wages.

If both the manufacturer and farnmer enployed ten nmen, on wages
rising from=A324 to =A325 per annum per nan, the whole sum paid by each
woul d be =A3250 instead of =A3240. This is, however, the whole addition that
woul d be paid by the manufacturer to obtain the sane quantity of
commodities; but the farmer on new | and woul d probably be obliged to
enpl oy an additional man, and therefore to pay an additional sum of
=A325 for wages; and the farmer on the old | and woul d be obliged to pay
preci sely the sane additional sumof =A325 for rent; without which
addi tional |abour, corn would not have risen, nor rent have been
increased. One will therefore have to pay =A3275 for wages al one, the
other, for wages and rent together; each =A325 nore than the
manufacturer: for this latter =A325 the farner is conpensated by the
addition to the price of raw produce, and therefore his profits stil
conformto the profits of the nanufacturer. As this proposition is
important, | will endeavour still further to elucidate it.

We have shewn that in early stages of society, both the |landlord' s and
the | abourer's share of the value of the produce of the earth, would be
but small; and that it would increase in proportion to the progress of
wealth, and the difficulty of procuring food. W have shewn, too, that
al t hough the value of the labourer's portion will be increased by the
hi gh value of food, his real share will be dininished; whilst that of the
landlord will not only be raised in value, but will also be increased in
quantity.

The renmaining quantity of the produce of the land, after the | andlord
and | abourer are paid, necessarily belongs to the farner, and constitutes
the profits of his stock. But it nmay be alleged, that though as society
advances, his proportion of the whole produce will be di mnished, yet as
it will rise in value, he, as well as the landlord and | abourer, nay,
not wi t hst andi ng, receive a greater val ue.

It may be said for exanple, that when corn rose from =A34 to =A310, the
180 quarters obtained fromthe best |and would sell for =A31, 800 instead of
=A3720; and, therefore, though the | andlord and | abourer be proved to
have a greater value for rent and wages, still the value of the farner's
profit m ght al so be augnented. This, however, is inpossible, as | shal
now endeavour to shew

In the first place, the price of corn would rise only in proportion to the
increased difficulty of growing it on land of a worse quality.

It has been already remarked, that if the [ abour of ten nmen will, on
|land of a certain quality, obtain 180 quarters of wheat, and its val ue be
=A34 per quarter, or =A3720; and if the | abour of ten additional nen, will on
the sane or any other |and produce only 170 quarters in addition, wheat
woul d rise from=A34 to =A34 4s. 8d.; for 170:180::=A34:=A34 4s. 8d. In other
words, as for the production of 170 quarters, the | abour of ten menis
necessary, in the one case, and only that of 9.44 in the other, the rise
woul d be as 9.44 to 10, or, as =A34 to =A34 4s. 8d. In the sane manner it night



be shewn, that if the labour of ten additional nmen would only produce
160 quarters, the price would further rise to =A34 10s.; if 150, to A34 16s. &c.
&c.

But when 180 quarters were produced on the |land paying no rent, and

its price was =A34 per quarter, it is sold for............ =A3720
And when 170 quarters were produced on the I and paying no rent, and
the price rose to =A34 4s. 8d. it still sold for............ 720

So 160 quarters at =A34 10s. produce...... 720

And 150 quarters at =A34 16s. produce the same sumof. 720

Now it is evident, that if out of these equal values, the farmer is at one
time obliged to pay wages regul ated by the price of wheat at =A34, and at
other times at higher prices, the rate of his profits will dimnish in
proportion to the rise in the price of corn

In this case, therefore, | think it is clearly denonstrated that a rise in
the price of corn, which increases the noney wages of the | abourer
di m ni shes the noney value of the farmer's profits.

But the case of the farner of the old and better land will be in no way
different; he also will have increased wages to pay, and will never retain
nmore of the value of the produce, however high may be its price, than
=A3720 to be divided between hinself and his al ways equal nunber of
| abourers; in proportion therefore as they get nore, he nust retain |ess.

When the price of corn was at =A34 the whol e 180 quarters bel onged to
the cultivator, and he sold it for =A3720. Wen corn rose to =A34 4s. 8d. he
was obliged to pay the value of ten quarters out of his 180 for rent,
consequently the remaining 170 yi el ded hi mno nore than =A3720: when it
rose further to =A34 10s. he paid twenty quarters, or their value, for rent,
and consequently only retained 160 quarters, which yielded the same
sum of =A3720. It will be seen, then, that whatever rise nmay take place in
the price of corn, in consequence of the necessity of enploying nore
| abour and capital to obtain a given additional quantity of produce,
such rise will always be equalled in value by the additional rent, or
addi ti onal |abour enployed; so that whether corn sells for =A34, =A34 10s. or
=A35 2s. 10d. the farmer will obtain for that which remains to him after
payi ng rent, the sanme real value. Thus we see, that whether the produce
bel onging to the farner be 180, 170, 160, or 150 quarters, he al ways
obt ai ns the sane sum of =A3720 for it; the price increasing in an inverse
proportion to the quantity.

Rent then, it appears, always falls on the consumer, and never on the
farmer; for if the produce of his farmshould uniformy be 180 quarters,
with the rise of price, he would retain the value of a |l ess quantity for
hi nsel f, and give the value of a larger quantity to his landlord; but the
deduction would be such as to | eave himal ways the sane sum of =A3720.

It will be seen too, that, in all cases, the same sum of =A3720 nust be
di vi ded between wages and profits. If the value of the raw produce from
the I and exceed this value, it belongs to rent, whatever may be its
anount. |If there be no excess, there will be no rent. Wether wages or
profits rise or fall, it is this sumof =A3720 from which they nust both be
provided. On the one hand, profits can never rise so high as to absorb so
much of this =A3720 that enough will not be left to furnish the | abourers
wi th absol ute necessaries; on the other hand, wages can never rise so
high as to |l eave no portion of this sumfor profits.

Thus in every case, agricultural, as well as manufacturing profits are
lowered by a rise in the price of raw produce, if it be acconpanied by a
rise of wages.(18*) If the farmer gets no additional value for the corn
which remains to himafter paying rent, if the manufacturer gets no
addi tional value for the goods which he manufactures, and if both are
obliged to pay a greater value in wages, can any point be nore clearly
established than that profits nust fall, with a rise of wages?

The farmer then, although he pays no part of his landlord' s rent, that



bei ng al ways regul ated by the price of produce, and invariably falling
on the consuners, has however a very decided interest in keeping rent

Il ow, or rather in keeping the natural price of produce low. As a

consuner of raw produce, and of those things into which raw produce
enters as a conponent part, he will, in common with all other

consuners, be interested in keeping the price low. But he is nost
materially concerned with the high price of corn as it affects wages.
Wth every rise in the price of corn, he will have to pay out of an equa
and unvaryi ng sum of =A3720 an additi onal sumfor wages to the ten nen
whom he i s supposed constantly to enploy. W have seen in treating on
wages that they invariably rise with the rise in the price of raw produce
On a basis assuned for the purpose of calculation, pp. 123-4, it will be
seen that if when wheat is at =A34 per quarter, wages should be =A324 per
annum

When wheat is at wages woul d be
=A34 4s. 8d. =A324 14s. 0d.
410 0 2510 O

416 0 26 8 O

5 210 27 8 6

Now, of the unvarying fund of =A3720 to be distributed between | abourers
and farmers,

When the price the | abourers will the farmer will

of wheat is at receive receive

=A34 0s. O0d. =A3240 Os. =A3480 O0s. 0d.
4 4 8 247 0 473 0 0

410 O 255 0 465 0 0

416 0 264 0 456 O 0

5 210 274 5 455 15 1

And supposing that the original capital of the farner was =A33, 000, the
profits of his stock being in the first instance =A3480 would be at the rate
of 16 per cent. Wen his profits fell to =A3473 they would be at the rate of
15.7 per cent.

=A3465. .. ... 15.5
=A3456. .. ... 15.2
=A3445. . . ... 14. 8
But the rate of profits will fall still nore, because the capital of the

farmer, it nust be recollected, consists in a great nmeasure of raw

produce, such as his corn and hay-ricks, his unthreshed wheat and

barl ey, his horses and cows, which would all rise in price in

consequence of the rise of produce. H's absolute profits would fall from
=A3480 to =A3445 15s.; but if fromthe cause which | have just stated, his
capital should rise from =A33,000 to =A33,200 the rate of his profits woul d,
when corn was at =A35 2s. 10d. be under 14 per cent.

If a manufacturer had al so enpl oyed =A33,000 in his business, he would
be obliged in consequence of the rise of wages, to increase his capital in
order to be enabled to carry on the sane business. If his comodities
sol d before for =A3720 they would continue to sell at the same price; but
t he wages of |abour, which were before =A3240 would rise when corn was
at =A35 2s. 10d. to =A3274 5s. In the first case he woul d have a bal ance of
=A3480 as profit on =A33,000, in the second he would have a profit only of
=A3445 15s., on an increased capital, and therefore his profits would
conformto the altered rate of those of the farner.

There are few commodities which are not nore or |ess affected in their
price by the rise of raw produce, because some raw material fromthe



| and enters into the conposition of nbst comobdities. Cotton goods,

linen, and cloth, will all rise in price with the rise of wheat; but they rise
on account of the greater quantity of |abour expended on the raw

material fromwhich they are nade, and not because nore was paid by

the manufacturer to the | abourers whom he enpl oyed on those

commodi ties.

In all cases, commodities rise because nore | abour is expended on
them and not because the | abour which is expended on themis at a
hi gher value. Articles of jewellery, of iron, of plate, and of copper
woul d not rise, because none of the raw produce fromthe surface of the
earth enters into their conposition

It may be said that | have taken it for granted, that noney wages
would rise with a rise in the price of raw produce, but that this is by no
means a necessary consequence, as the | abourer may be contented with
fewer enjoynents. It is true that the wages of |abour may previously
have been at a high level, and that they nay bear some reduction. |If so,
the fall of profits will be checked; but it is inpossible to conceive that
the noney price of wages should fall, or remain stationary with a
gradual ly increasing price of necessaries; and therefore it may be taken
for granted that, under ordinary circunstances, no pernmanent rise takes
place in the price of necessaries, wthout occasioning, or having been
preceded by a rise in wages.

The effects produced on profits would have been the sane, or nearly
the sane, if there had been any rise in the price of those other
necessari es, besides food, on which the wages of |abour are expended.

The necessity which the | abourer woul d be under of paying an increased
price for such necessaries, would oblige himto demand nore wages; and
what ever increases wages, necessarily reduces profits. But suppose the
price of silks, velvets, furniture, and any other commodities, not
required by the |l abourer, to rise in consequence of nore | abour being
expended on them would not that affect profits? Certainly not: for

not hing can affect profits but a rise in wages; silks and velvets are not
consuned by the |abourer, and therefore cannot raise wages.

It is to be understood that | am speaking of profits generally. | have
al ready remarked, that the nmarket price of a cormmopdity nmay exceed its
natural or necessary price, as it nmay be produced in | ess abundance than
the new dermand for it requires. This, however, is but a tenporary effect.
The high profits on capital enployed in producing that comodity, wll
naturally attract capital to that trade; and as soon as the requisite funds
are supplied, and the quantity of the combdity is duly increased, its
price will fall, and the profits of the trade will conformto the genera
level. Afall in the general rate of profits is by no neans inconpatible
with a partial rise of profits in particular enploynments. It is through the
inequality of profits, that capital is noved fromone enpl oynent to
anot her. Wilst then general profits are falling, and gradually setting at
a lower level in consequence of the rise of wages, and the increasing
difficulty of supplying the increasing population with necessaries, the
profits of the farmer may, for an interval of sonme little duration, be
above the fornmer level. An extraordinary stinulus may be al so given for
a certain time, to a particular branch of foreign and colonial trade; but
the adnission of this fact by no neans invalidates the theory, that
profits depend on high or | ow wages, wages on the price of necessaries,
and the price of necessaries chiefly on the price of food, because all
other requisites nay be increased al nost without linmt.

It should be recollected that prices always vary in the market, and in
the first instance, through the conparative state of denmand and supply.

Al t hough cloth could be furnished at 40s. per yard, and give the usua
profits of stock, it may rise to 60 or 80s. froma general change of
fashi on, or fromany other cause which shoul d suddenly and
unexpectedly increase the denand, or dimnish the supply of it. The



makers of cloth will for a time have unusual profits, but capital wll

naturally flow to that manufacture, till the supply and demand are

again at their fair level, when the price of cloth will again sink to 40s.
its natural or necessary price. In the sane nanner, with every increased
demand for corn, it may rise so high as to afford nore than the genera
profits to the farmer. If there be plenty of fertile land, the price of corn
will again fall to its former standard, after the requisite quantity of
capital has been enployed in producing it, and profits will be as before;
but if there be not plenty of fertile land, if, to produce this additiona
quantity, nore than the usual quantity of capital and | abour be

required, corn will not fall to its forner level. Its natural price will be
rai sed, and the farner, instead of obtaining permanently larger profits,
will find hinmself obliged to be satisfied with the dininished rate which

is the inevitabl e consequence of the rise of wages, produced by the rise

of necessari es.

The natural tendency of profits then is to fall; for in the progress of
society and wealth, the additional quantity of food required is obtained
by the sacrifice of nmore and nore | abour. This tendency, this
gravitation as it were of profits, is happily checked at repeated intervals
by the inprovenments in machinery, connected with the production of
necessaries, as well as by discoveries in the science of agriculture which
enable us to relinquish a portion of |abour before required, and therefore
to lower the price of the prine necessary of the |labourer. The rise in the
price of necessaries and in the wages of |abour is however linmited; for as
soon as wages should be equal (as in the case fornmerly stated) to =A3720,
the whol e receipts of the farner, there nust be an end of accurul ation
for no capital can then yield any profit whatever, and no additiona
| abour can be demanded, and consequently popul ation will have
reached its highest point. Long indeed before this period, the very |ow
rate of profits will have arrested all accunul ation, and al nost the whol e
produce of the country, after paying the |abourers, will be the property
of the owners of land and the receivers of tithes and taxes.

Thus, taking the former very inperfect basis as the grounds of ny
calculation, it would appear that when corn was at =A320 per quarter, the
whol e net incone of the country would belong to the landlords, for then
the sane quantity of |abour that was originally necessary to produce 180
quarters, would be necessary to produce 36; since =A320:=A34::180:36. The
farmer then, who produced 180 quarters, (if any such there were, for the
ol d and new capital enployed on the | and woul d be so bl ended, that it
could in no way be distinguished,) would sell the

180 grs. at =A320 per gr. or... =A33600
the value of 144 grs. to the landlord for rent being the difference
bet ween 36 and 180 grs. 2880

the value of 36 grs. to | abourers ten in nunber 720
| eavi ng not hi ng whatever for profit.

I have supposes that at this price of =A320 the | abourers would continue to
consume three quarters each per annum or =A360

And that on the other conmodities they would expend... 12
72 for each | abourer

In all these calculations |I have been desirous only to elucidate the
principle, and it is scarcely necessary to observe, that ny whole basis is
assuned at random and merely for the purpose of exenplification. The
results though different in degree, would have been the sanme in

principle, however accurately | mght have set out in stating the



difference in the nunber of |abourers necessary to obtain the successive
quantities of corn required by an increasing population, the quantity
consuned by the labourer's famly, &. &c. My object has been to
simplify the subject, and | have therefore nade no all owance for the
i ncreasing price of the other necessaries, besides food, of the |abourer
an. increase which would be the consequence of the increased val ue of
the raw materials fromwhich they are made, and which woul d of course
further increase wages, and |ower profits.

| have already said, that |ong before this state of prices was becone
permanent, there would be no notive for accunul ation; for no one
accunul ates but with a view to nmake his accunul ati on productive, and
it is only when so enployed that it operates on profits. Wthout a notive
there could be no accunul ati on, and consequently such a state of prices
never could take place. The farmer and manufacturer can no nore |live
wi thout profit, than the |abourer w thout wages. Their notive for
accunul ation will dimnish with every dimnution of profit, and wll
cease altogether when their profits are so low as not to afford them an
adequat e conpensation for their trouble, and the risk which they nust
necessarily encounter in enploying their capital productively.

| nust again observe, that the rate of profits would fall much nore
rapidly than | have estinmated in ny calculation: for the value of the
produce being what | have stated it under the circunstances supposed,
the value of the farnmer's stock would be greatly increased fromits
necessarily consisting of many of the commvdities which had risen in
val ue. Before corn could rise from=A34 to =A312 his capital would probably
be doubl ed i n exchangeabl e val ue, and be worth =A36, 000 i nstead of
=A33,000. If then his profit were =A3180, or 6 per cent on his original capital
profits would not at that tine be really at a higher rate than 3 per cent;
for =A36,000 at 3 per cent gives =A3180; and on those terns only could a new
farmer with =A36,000 noney in his pocket enter into the farm ng business.

Many trades woul d derive sonme advantage, nore or less, fromthe
sane source. The brewer, the distiller, the clothier, the linen
manuf acturer, would be partly conpensated for the dimnution of their
profits, by the rise in the value of their stock of raw and fini shed
materi als; but a manufacturer of hardware, of jewellery, and of nmany
other comodities, as well as those whose capitals uniformy consisted
of nmoney, would be subject to the whole fall in the rate of profits,
wi t hout any conpensati on what ever.

We shoul d al so expect that, however the rate of the profits of stock
m ght dimnish in consequence of the accunulation of capital on the
Il and, and the rise of wages, yet that the aggregate anount of profits
woul d i ncrease. Thus supposing that, with repeated accunul ati ons of
=A3100, 000, the rate of profit should fall from20 to 19, to 18, to 17 per
cent, a constantly dinmnishing rate, we shoul d expect that the whole
anount of profits received by those successive owners of capital would
be al ways progressive; that it would be greater when the capital was
=A3200, 000, than when =A3100, 000; still greater when =A3300, 000; and so on
i ncreasing, though at a dimnishing rate, with every increase of capital
This progression however is only true for a certain tinme: thus 19 per cent
on =A3200, 000 is nore than 20 on =A3100, 000; again 18 per cent on =A3300, 000
is nore than 19 per cent on =A3200, 000; but after capital has accumrul at ed
to a large anount, and profits have fallen, the further accurul ation
di m ni shes the aggregate of profits. Thus suppose the accurul ation
shoul d be =A31, 000, 000, and the profits 7 per cent the whol e anmount of
profits will be =A370,000; now if an addition of =A3100, 000 capital be nade
to the million, and profits should fall to 6 per cent, =A366,000 or a
di m nution of =A34,000 will be received by the owners of stock, although
t he whol e anount of stock will be increased from =A31, 000,000 to
=A31, 100, 000.

There can, however, be no accunul ation of capital, so |long as stock



yields any profit at all, without its yielding not only an increase of
produce, but an increase of value. By enpl oyi ng =A3100, 000 additi ona
capital, no part of the forner capital will be rendered | ess productive.
The produce of the |and and | abour of the country nust increase, and its
value will be raised, not only by the value of the addition which is nade
to the former quantity of productions, but by the new value which is
given to the whol e produce of the land, by the increased difficulty of
producing the last portion of it. Wen the accunul ati on of capital
however, beconmes very great, notwi thstanding this increased value, it
will be so distributed that a | ess value than before will be appropriated
to profits, while that which is devoted to rent and wages will be
i ncreased. Thus with successive additions of =A3100,000 to capital, with a
fall in the rate of profits, from20 to 19, to 18, to 17 per cent &c. the
productions annually obtained will increase in quantity, and be of nore
than the whol e additional value, which the additional capital is
calculated to produce. From =A320,000 it will rise to nore than =A339, 000
and then to nore than =A357,000 and when the capital enployed is a
mllion, as we before supposed, if =A3100,000 nore be added to it, and the
aggregate of profits is actually | ower than before, nore than =A36, 000 will
nevert hel ess be added to the revenue of the country, but it will be to the
revenue of the landlords and | abourers; they will obtain nore than the
addi tional produce, and will fromtheir situation be enabled to encroach
even on the former gains of the capitalist. Thus, suppose the price of
corn to be =A34 per quarter, and that therefore, as we before cal cul ated, of
every =A3720 remaining to the farner after paynent of his rent, =A3480 were
retained by him and =A3240 were paid to his |abourers; when the price
rose to =A36 per quarter, he would be obliged to pay his | abourers =A3300 and
retain only =A3420 for profits: he would be obliged to pay them =A3300 to
enable themto consune the sanme quantity of necessaries as before, and
no nore. Now if the capital enployed were so large as to yield a hundred
t housand tines =A3720 or =A372, 000,000 the aggregate of profits would be
=A348, 000, 000 when wheat was at =A34 per quarter; and if by enploying a
| arger capital, =A3105,000 tinmes =A3720 were obtai ned when wheat was at A36
or =A375, 600,000, profits would actually fall from =A348, 000,000 to
=A344, 100, 000 or 105,000 tines =A3420, and wages would rise from
=A324, 000, 000 to =A331, 500, 000. WAages woul d rise because nore | abourers
woul d be enpl oyed, in proportion to capital; and each | abourer would
recei ve nore noney wages; but the condition of the |abourer, as we have
al ready shewn, would be worse, inasnuch as he would be able to
command a | ess quantity of the produce of the country. The only rea
gai ners woul d be the landlords; they would receive higher rents, first,
because produce woul d be of a higher value, and secondly, because they
woul d have a greatly increased proportion of that produce

Al though a greater value is produced, a greater proportion of wheat
remai ns of that value, after paying rent, is consuned by the producers,
and it is this, and this alone, which regulates profits. Wilst the |Iand
yi el ds abundantly, wages may tenporarily rise, and the producers may
consune nore than their accustoned proportion; but the stinulus which
will thus be given to population, will speedily reduce the |abourers to
their usual consunption. But when poor |ands are taken into
cultivation, or when nore capital and | abour are expended on the old
land, with a |l ess return of produce, the effect nust be permanent. A
greater proportion of that part of the produce which renains to be
di vided, after paying rent, between the owners of stock and the
| abourers, will be apportioned to the latter. Each man may, and
probably will, have a | ess absolute quantity. but as nore |abourers are
enpl oyed in proportion to the whol e produce retained by the farnmer, the
val ue of a greater proportion of the whole produce will be absorbed by
wages, and consequently the value of a snmaller proportion will be
devoted to profits. This will necessarily be rendered pernmanent by the



| aws of nature, which have limted the productive powers of the |and.

Thus we again arrive at the same concl usi on which we have before
attenpted to establish: - that in all countries, and all tines, profits
depend on the quantity of |abour requisite to provide necessaries for the
| abourers, on that land or with that capital which yields no rent. The
effects then of accunulation will be different in different countries, and
will depend chiefly on the fertility of the land. However extensive a
country rmay be where the land is of a poor quality, and where the
i mportation of food is prohibited, the nost noderate accunul ati ons of
capital will be attended with great reductions in the rate of profit, and a
rapid rise in rent; and on the contrary a snmall but fertile country,
particularly if it freely permts the inportation of food, nmay
accunul ate a large stock of capital w thout any great dimnution in the
rate of profits, or any great increase in the rent of land. In the Chapter on
Wages, we have endeavoured to shew that the noney price of
commodities woul d not be raised by a rise of wages, either on the
supposition that gold, the standard of noney, was the produce of this
country, or that it was inported fromabroad. But if it were otherw se, if
the prices of comopbdities were permanently raised by high wages, the
proposition would not be |ess true, which asserts that high wages
invariably affect the enployers of |abour, by depriving themof a
portion of their real profits. Supposing the hatter, the hosier, and the
shoenaker, each paid =A310 nore wages in the manufacture of a
particular quantity of their commodities, and that the price of hats,
stocki ngs, and shoes, rose by a sumsufficient to repay the manufacturer
the =A310; their situation would be no better than if no such rise took place.
If the hosier sold his stockings for =A3110 instead of =A3100, his profits
woul d be precisely the same noney anount as before; but as he woul d
obtain in exchange for this equal sum one tenth | ess of hats, shoes, and
every other comodity, and as he could with his forner anount of
savi ngs enploy fewer |abourers at the increased wages, and purchase
fewer raw materials at the increased prices, he would be in no better
situation than if his noney profits had been really dininished in
anount, and every thing had renained at its fornmer price. Thus then |
have endeavoured to shew, first, that a rise of wages would not raise the
price of commodities, but would invariably lower profits; and secondly,
that if the prices of all commodities could be raised, still the effect on
profits would be the sane; and that in fact the value of the nediumonly
in which prices and profits are estinmated woul d be | owered.

Chapter 7
On Foreign Trade

No extension of foreign trade will inmediately increase the amount of
value in a country, although it will very powerfully contribute to
i ncrease the nmass of conmodities, and therefore the sum of enjoyments.
As the value of all foreign goods is neasured by the quantity of the
produce of our |and and | abour, which is given in exchange for them we
shoul d have no greater value, if by the discovery of new markets, we
obt ai ned doubl e the quantity of foreign goods in exchange for a given
quantity of ours. If by the purchase of English goods to the amount of
=A31, 000, a nmerchant can obtain a quantity of foreign goods, which he can
sell in the English market for =A31,200, he will obtain 20 per cent profit by
such an enpl oynent of his capital; but neither his gains, nor the val ue
of the comodities inported, will be increased or dininished by the
greater or snmaller quantity of foreign goods obtained. Wether, for
exanpl e, he inports twenty-five or fifty pipes of wine, his interest can
be no way affected, if at one time the twenty-five pipes, and at another
the fifty pipes, equally sell for =A31,200. In either case his profit will be



limted to =A3200, or 20 per cent on his capital; and in either case the sane
value will be inported into England. If the fifty pipes sold for nore
than =A31, 200, the profits of this individual nerchant woul d exceed the
general rate of profits, and capital would naturally flowinto this
advant ageous trade, till the fall of the price of wi ne had brought every
thing to the forner |evel

It has indeed been contended, that the great profits which are
sonetines nmade by particular nmerchants in foreign trade, will elevate
the general rate of profits in the country, and that the abstraction of
capital fromother enploynents, to partake of the new and beneficia
foreign cormerce, will raise prices generally, and thereby increase
profits. It has been said, by high authority, that |ess capital being
necessarily devoted to the growth of corn, to the manufacture of cloth,
hats, shoes, &c. while the demand continues the sane, the price of these
comodities will be so increased, that the farner, hatter, clothier, and
shoenaker, will have an increase of profits, as well as the foreign
mer chant . (19%)

They who hold this argument agree with ne, that the profits of
di fferent enploynments have a tendency to conformto one another; to
advance and recede together. Qur variance consists in this: They
contend, that the equality of profits will be brought about by the genera
rise of profits; and | amof opinion, that the profits of the favoured trade
will speedily subside to the general |evel

For, first, | deny that less capital will necessarily be devoted to the
grow h of corn, to the manufacture of cloth, hats, shoes, &c. unless the
demand for these comodities be dininished; and if so, their price wll
not rise. In the purchase of foreign commodities, either the sanme, a
| arger, or a less portion of the produce of the land and | abour of England
will be enmployed. If the same portion be so enployed, then will the sane
demand exist for cloth, shoes, corn, and hats, as before, and the sane
portion of capital will be devoted to their production. If, in consequence
of the price of foreign commodities being cheaper, a | ess portion of the
annual produce of the |and and | abour of England is enployed in the
purchase of foreign comodities, nore will renmain for the purchase of
other things. If there be a greater denmand for hats, shoes, corn, &. than
before, which there nay be, the consuners of foreign commodities
havi ng an additional portion of their revenue di sposable, the capital is
al so di sposable with which the greater value of foreign comodities was
bef ore purchased; so that with the increased demand for corn, shoes, &c.
there exists also the nmeans of procuring an increased supply, and
therefore neither prices nor profits can permanently rise. |If nore of the
produce of the | and and | abour of England be enpl oyed in the purchase
of foreign commodities, |ess can be enployed in the purchase of other
things, and therefore fewer hats, shoes, &. wll be required. At the sane
time that capital is liberated fromthe production of shoes, hats, &c.
nmore nust be enployed in manufacturing those commpdities with
whi ch foreign comodities are purchased; and consequently in all cases
the denand for foreign and hone comodities together, as far as
regards value, is limted by the revenue and capital of the country. If
one increases, the other nust dimnish. If the quantity of w ne, inported
in exchange for the same quantity of English commodities, be doubl ed,
t he peopl e of England can either consunme double the quantity of w ne
that they did before, or the same quantity of wine and a greater quantity
of English commodities. If ny revenue had been =A31, 000, with which I
purchased annual ly one pipe of wine for =A3100 and a certain quantity of
English comodities for =A3900; when wine fell to =A350 per pipe, | night
| ay out the =A350 saved, either in the purchase of an additional pipe of
wine, or in the purchase of nore English commodities. If | bought nore
wi ne, and every wi ne-drinker did the sane, the foreign trade woul d not
be in the | east disturbed; the sane quantity of English comodities



woul d be exported in exchange for wi ne, and we shoul d recei ve doubl e
the quantity, though not double the value of wine. But if I, and others,
contented ourselves with the sanme quantity of wine as before, fewer
Engl i sh comodities would be exported, and the wi ne-drinkers night

ei ther consune the comodities which were before exported, or any
others for which they had an inclination. The capital required for their
producti on woul d be supplied by the capital liberated fromthe foreign
trade.

There are two ways in which capital may be accunulated: it nmay be
saved either in consequence of increased revenue, or of dimnished
consunption. If nmy profits are raised from=A31,000 to =A31, 200 while ny
expenditure continues the same, | accunul ate annual |y =A3200 nore than
| did before. If | save =A3200 out of mnmy expenditure, while ny profits
continue the same, the sane effect will be produced; =A3200 per annum
will be added to nmy capital. The nerchant who inported wi ne after
profits had been raised from 20 per cent to 40 per cent, instead of
purchasing his English goods for =A31, 000 nust purchase them for =A3857
2s. 10d., still selling the wine which he inports in return for those goods
for =A31,200; or, if he continued to purchase his English goods for =A31, 000
must raise the price of his wine to =A31, 400; he would thus obtain 40
i nstead of 20 per cent profit on his capital; but if, in consequence of the
cheapness of all the commodities on which his revenue was expended, he
and all other consuners could save the value of =A3200 out of every =A31, 000
t hey before expended, they would nore effectually add to the rea
weal th of the country; in one case, the savings would be made in
consequence of an increase of revenue, in the other, in consequence of
di m ni shed expenditure.

If, by the introduction of machinery, the generality of the
commodi ties on which revenue was expended fell 20 per cent in val ue,
shoul d be enabled to save as effectually as if ny revenue had been
rai sed 20 per cent; but in one case the rate of profits is stationary, in the
other it is raised 20 per cent. - If, by the introduction of cheap foreign
goods, | can save 20 per cent fromny expenditure, the effect will be
precisely the sane as if machinery had | owered the expense of their
production, but profits would not be raised.

It is not, therefore, in consequence of the extension of the market that
the rate of profit is raised, although such extension nmay be equally
efficacious in increasing the nass of comodities, and nay thereby
enabl e us to augnment the funds destined for the nmaintenance of | abour
and the materials on which | abour nmay be enployed. It is quite as
i mportant to the happi ness of nmankind, that our enjoynments should be
i ncreased by the better distribution of |abour, by each country
produci ng those commodities for which by its situation, its climte, and
its other natural or artificial advantages, it is adapted, and by their
exchangi ng them for the commodities of other countries, as that they
shoul d be augnented by a rise in the rate of profits.

It has been ny endeavour to shew throughout this work, that the rate
of profits can never be increased but by a fall in wages, and that there
can be no permanent fall of wages but in consequence of a fall of the
necessari es on which wages are expended. |f, therefore, by the extension
of foreign trade, or by inprovenents in nachinery, the food and
necessari es of the |abourer can be brought to narket at a reduced price,
profits will rise. If, instead of growi ng our own corn, or manufacturing
the clothing and ot her necessaries of the | abourer, we discover a new
mar ket from which we can supply ourselves with these commpodities at a
cheaper price, wages will fall and profits rise; but if the commodities
obtai ned at a cheaper rate, by the extension of foreign comerce, or by
the i nprovenent of nachinery, be exclusively the commodities
consuned by the rich, no alteration will take place in the rate of profits.
The rate of wages would not be affected, although wi ne, velvets, silks,



and ot her expensive commodities should fall 50 per cent, and
consequently profits would continue unaltered.

Foreign trade, then, though highly beneficial to a country, as it
i ncreases the anobunt and variety of the objects on which revenue may
be expended, and affords, by the abundance and cheapness of
commodities, incentives to saving, and to the accurul ati on of capital
has no tendency to raise the profits of stock, unless the commodities
i mported be of that description on which the wages of | abour are
expended.

The renmarks whi ch have been nade respecting foreign trade, apply
equally to hone trade. The rate of profits is never increased by a better
di stribution of |abour, by the invention of machinery, by the
establi shnent of roads and canals, or by any neans of abridging | abour
either in the manufacture or in the conveyance of goods. These are
causes which operate on price, and never fail to be highly beneficial to
consuners; since they enable themw th the sanme | abour, or with the
val ue of the produce of the same |abour, to obtain in exchange a greater
quantity of the commopdity to which the inprovenent is applied; but
they have no effect whatever on profit. On the other hand, every
dimnution in the wages of |abour raises profits, but produces no effect
on the price of coompdities. One is advantageous to all classes, for al
cl asses are consuners; the other is beneficial only to producers; they
gain nore, but every thing remains at its fornmer price. In the first case
they get the sane as before; but every thing on which their gains are
expended, is dimnished in exchangeabl e val ue.

The sane rul e which regulates the relative value of cormmodities in
one country, does not regulate the relative value of the commodities
exchanged between two or nore countries.

Under a system of perfectly free commerce, each country naturally
devotes its capital and | abour to such enpl oynents as are nost
beneficial to each. This pursuit of individual advantage is adnmirably
connected with the universal good of the whole. By stinulating
i ndustry, by reGarding ingenuity, and by using nost efficaciously the
pecul i ar powers bestowed by nature, it distributes |abour nost
ef fectively and nost econonmically.. while, by increasing the genera
mass of productions, it diffuses general benefit, and binds together by
one comon tie of interest and intercourse, the universal society of
nati ons throughout the civilized world. It is this principle which
deternmines that wine shall be nade in France and Portugal, that corn
shall be grown in Anerica and Pol and, and that hardware and ot her
goods shall be manufactured in Engl and.

In one and the sane country, profits are, generally speaking, always
on the sane level; or differ only as the enploynent of capital may be
nmore or | ess secure and agreeable. It is not so between different
countries. If the profits of capital enployed in Yorkshire, should exceed
those of capital enployed in London, capital would speedily nove from
London to Yorkshire, and an equality of profits would be effected; but if
i n consequence of the dininished rate of production in the | ands of
Engl and, fromthe increase of capital and popul ati on, wages should ri se,
and profits fall, it would not follow that capital and popul ati on woul d
necessarily nove fromEngland to Holland, or Spain, or Russia, where
profits m ght be higher.

If Portugal had no conmercial connexion with other countries,

i nstead of enploying a great part of her capital and industry in the
production of wines, with which she purchases for her own use the cloth
and hardware of other countries, she would be obliged to devote a part of
that capital to the manufacture of those commodities, which she would
thus obtain probably inferior in quality as well as quantity.

The quantity of wi ne which she shall give in exchange for the cloth of
Engl and, is not deternmined by the respective quantities of |abour



devoted to the production of each, as it would be, if both comodities
were manufactured in England, or both in Portugal

Engl and nay be so circunstanced, that to produce the cloth may
require the | abour of 100 nmen for one year; and if she attenpted to nake
the wine, it mght require the | abour of 120 nen for the same tine.

Engl and woul d therefore find it her interest to inport wine, and to
purchase it by the exportation of cloth.

To produce the wine in Portugal, might require only the | abour of 80
men for one year, and to produce the cloth in the sanme country, m ght
require the | abour of 90 nen for the same tinme. It would therefore be
advant ageous for her to export wine in exchange for cloth. This
exchange m ght even take place, notw thstanding that the conmodity
i mported by Portugal could be produced there with |l ess |abour than in
Engl and. Though she could nake the cloth with the | abour of 90 nen,
she would inport it froma country where it required the |Iabour of 100
men to produce it, because it would be advantageous to her rather to
enpl oy her capital in the production of wi ne, for which she would
obtain nore cloth from Engl and, than she coul d produce by diverting a
portion of her capital fromthe cultivation of vines to the manufacture
of cloth.

Thus Engl and woul d gi ve the produce of the |abour of 100 nen, for
the produce of the | abour of 80. Such an exchange coul d not take place
bet ween the individuals of the sane country. The | abour of 100
Engl i shmen cannot be given for that of 80 Englishnen, but the produce
of the | abour of 100 Englishnmen may be given for the produce of the
| abour of 80 Portuguese, 60 Russians, or 120 East |ndians. The
difference in this respect, between a single country and many, is easily
accounted for, by considering the difficulty with which capital noves
fromone country to another, to seek a nore profitable enploynent, and
the activity with which it invariably passes fromone province to
anot her in the sane country. (20*)

It woul d undoubt edl y be advantageous to the capitalists of England,
and to the consunmers in both countries, that under such circunstances,
the wine and the cloth should both be made in Portugal, and therefore
that the capital and | abour of England enpl oyed in nmaking cloth,
shoul d be renoved to Portugal for that purpose. In that case, the relative
val ue of these commodities would be regulated by the sane principle, as
if one were the produce of Yorkshire, and the other of London: and in
every other case, if capital freely flowed towards those countries where
it could be nost profitably enployed, there could be no difference in the
rate of profit, and no other difference in the real or |abour price of
commodities, than the additional quantity of |abour required to convey
themto the various nmarkets where they were to be sold.

Experi ence, however, shews, that the fancied or real insecurity of
capital, when not under the i mediate control of its owner, together
with the natural disinclination which every man has to quit the country
of his birth and connexions, and intrust hinmself with all his habits fixed,
to a strange governnent and new | aws, checks the em gration of capital
These feelings, which | should be sorry to see weakened, induce nost
men of property to be satisfied with a lowrate of profits in their own
country, rather than seek a nore advantageous enpl oynent for their
wealth in foreign nations.

Gol d and silver having been chosen for the general nedium of
circulation, they are, by the conpetition of commerce, distributed in
such proportions anongst the different countries of the world, as to
acconmodat e thenselves to the natural traffic which would take pl ace
if no such netals existed, and the trade between countries were purely a
trade of barter.

Thus, cloth cannot be inported into Portugal, unless it sell there for
nmore gold than it cost in the country fromwhich it was inported; and



Wi ne cannot be inported into England, unless it will sell for nore there
than it cost in Portugal. If the trade were purely a trade of barter, it
could only continue whilst England could nmake cloth so cheap as to
obtain a greater quantity of wine with a given quantity of |abour, by
manuf acturing cloth than by growing vines; and al so whilst the

i ndustry of Portugal were attended by the reverse effects. Now suppose
Engl and to di scover a process for naking wine, so that it should becone
her interest rather to growit than inport it; she would naturally divert a
portion of her capital fromthe foreign trade to the hone trade; she
woul d cease to nmanufacture cloth for exportation, and woul d grow w ne
for herself. The noney price of these conmodities would be regul ated
accordingly; wine would fall here while cloth continued at its former
price, and in Portugal no alteration would take place in the price of
either commopdity. Coth would continue for sone tine to be exported
fromthis country, because its price would continue to be higher in
Portugal than here; but noney instead of wine would be given in

exchange for it, till the accunul ation of noney here, and its di mnution
abroad, should so operate on the relative value of cloth in the two
countries, that it would cease to be profitable to export it. If the

i mprovenent in naking wine were of a very inportant description, it

m ght becone profitable for the two countries to exchange

enpl oynents; for England to nmake all the wine, and Portugal all the
cloth consuned by them but this could be effected only by a new
distribution. of the precious netals, which should raise the price of cloth
in England, and lower it in Portugal. The relative price of w ne would

fall in England in consequence of the real advantage fromthe

i mprovenent of its manufacture; that is to say, its natural price would
fall; the relative price of cloth would rise there fromthe accunul ation
of noney.

Thus, suppose before the inprovenent in nmaking wine in England,
the price of wine here were =A350 per pipe, and the price of a certain
quantity of cloth were =A345, whilst in Portugal the price of the sane
quantity of wine was =A345, and that of the sane quantity of cloth =A350;
wi ne woul d be exported fromPortugal with a profit of =A35 and cloth from
England with a profit of the sane anount.

Suppose that, after the inprovenent, wine falls to =A345 in Engl and, the
cloth continuing at the sane price. Every transaction in conmerce is an
i ndependent transaction. Wilst a nmerchant can buy cloth in England

for =A345 and sell it with the usual profit in Portugal, he will continue to
export it fromEngland. His business is sinply to purchase English

cloth, and to pay for it by a bill of exchange, which he purchases with
Portuguese noney. It is to himof no inportance what becones of this

nmoney.. he has discharged his debt by the renittance of the bill. H's
transaction is undoubtedly regulated by the terns on which he can

obtain this bill, but they are known to himat the tine; and the causes

whi ch may influence the narket price of bills, or the rate of exchange, is
no consideration of his.
If the markets be favourable for the exportati on of wine from Portuga

to England, the exporter of the wine will be a seller of a bill, which wll
be purchased either by the inporter of the cloth, or by the person who
sold himhis bill; and thus w thout the necessity of noney passing from

either country, the exporters in each country will be paid for their goods.
Wt hout having any direct transaction with each other, the noney paid
in Portugal by the inporter of cloth will be paid to the Portuguese
exporter of wine; and in England by the negotiation of the sane bill, the
exporter of the cloth will be authorized to receive its value fromthe
i mporter of wine.

But if the prices of wine were such that no wine could be exported to
Engl and, the inporter of cloth would equally purchase a bill; but the
price of that bill would be higher, fromthe know edge which the seller



of it would possess, that there was no counter bill in the market by which
he could ultimately settle the transactions between the two countries; he
m ght know that the gold or silver noney which he received in exchange

for his bill, nust be actually exported to his correspondent in England,
to enable himto pay the denmand which he had authorized to be nade
upon him and he mght therefore charge in the price of his bill all the
expenses to be incurred, together with his fair and usual profit.

If then this premiumfor a bill on England should be equal to the
profit on inporting cloth, the inportati on would of course cease; but if
the premiumon the bill were only 2 per cent, if to be enabled to pay a

debt in England of =A3100, =A3102 should be paid in Portugal, whilst cloth
whi ch cost =A345 woul d sell for =A350, cloth would be inported, bills would
be bought, and noney would be exported, till the dimnution of noney

in Portugal, and its accunul ation in England, had produced such a state

of prices as would nake it no |onger profitable to continue these

transacti ons.

But the dimnution of noney in one country, and its increase in
anot her, do not operate on the price of one commodity only, but on the
prices of all, and therefore the price of wine and cloth will be both
rai sed in England, and both |owered in Portugal. The price of cloth,
frombeing =A345 in one country and =A350 in the other, would probably fal
to =A349 or =A348 in Portugal, and rise to =A346 or =A347 in Engl and, and not
afford a sufficient profit after paying a premumfor a bill to induce any
merchant to inport that commodity.

It is thus that the noney of each country is apportioned to it in such
quantities only as may be necessary to regulate a profitable trade of
barter. England exported cloth in exchange for w ne, because, by so
doi ng her industry was rendered nore productive to her; she had nore
cloth and wine than if she had manufactured both for herself; and
Portugal inported cloth and exported w ne, because the industry of
Portugal could be nore beneficially enployed for both countries in
producing wine. Let there be nore difficulty in England in producing
cloth, or in Portugal in producing wine, or let there be nore facility in
Engl and in producing wine, or in Portugal in producing cloth, and the
trade nust i medi ately cease.

No change what ever takes place in the circunstances of Portugal; but
Engl and finds that she can enpl oy her |abour nore productively in the
manuf acture of wine, and instantly the trade of barter between the two
countries changes. Not only is the exportation of wi ne from Portuga
stopped, but a new distribution of the precious netals takes place, and
her inportation of cloth is al so prevented.

Both countries would probably find it their interest to nmake their own
wine and their own cloth; but this singular result would take place: in
Engl and, though wi ne woul d be cheaper, cloth would be elevated in
price, nore would be paid for it by the consuner; while in Portugal the
consuners, both of cloth and of wine, would be able to purchase those
commodities cheaper. In the country where the inprovenent was nade,
prices woul d be enhanced; in that where no change had taken place, but
where they had been deprived of a profitable branch of foreign trade,
prices would fall.

This, however, is only a seening advantage to Portugal, for the
quantity of cloth and wi ne together produced in that country would be
di m ni shed, while the quantity produced in England woul d be
i ncreased. Money would in sone degree have changed its value in the
two countries, it would be Iowered in England and rai sed in Portugal
Estinmated in noney, the whol e revenue of Portugal would be
di m ni shed; estimated in the sanme nedium the whole revenue of
Engl and woul d be increased.

Thus then it appears, that the inprovenent of a nmanufacture in any
country tends to alter the distribution of the precious netals anbngst



the nations of the world: it tends to increase the quantity of
commodities, at the sane tine that it raises general prices in the country
where the inprovenent takes place.

To sinplify the question, | have been supposing the trade between two
countries to be confined to two comodities - to wine and cloth; but it is
wel | known that nmany and various articles enter into the list of exports
and inports. By the abstraction of nobney fromone country, and the
accunul ation of it in another, all comvpdities are affected in price, and
consequently encouragenent is given to the exportation of many nore
commodi ti es besi des noney, which will therefore prevent so great an
effect fromtaking place on the value of noney in the two countries as
m ght ot herw se be expect ed.

Besi des the inprovenments in arts and nmachi nery, there are various
ot her causes which are constantly operating on the natural course of
trade, and which interfere with the equilibrium and the relative val ue
of nmoney. Bounties on exportation or inportation, new taxes on
commodities, sonetines by their direct, and at other tines, by their
i ndirect operation, disturb the natural trade of barter, and produce a
consequent necessity of inporting or exporting noney, in order that
prices may be acconmopdated to the natural course of comerce; and
this effect is produced not only in the country where the disturbing
cause takes place, but, in a greater or |ess degree, in every country of the
commerci al worl d.

This will in sone neasure account for the different value of noney in
different countries; it will explain to us why the prices of hone
commodities, and those of great bul k, though of conparatively snall
val ue, are, independently of other causes, higher in those countries
where nanufactures flourish. OF two countries having precisely the
same popul ation, and the sane quantity of land of equal fertility in
cultivation, with the sanme knowl edge too of agriculture, the prices of
raw produce will be highest in that where the greater skill, and the better
machinery is used in the manufacture of exportable comuodities. The
rate of profits will probably differ but little; for wages, or the rea
reward of the |abourer, nmay be the sane in both; but those wages, as well
as raw produce, will be rated higher in noney in that country, into
whi ch, fromthe advantages attending their skill and nachinery, an
abundance of noney is inported in exchange for their goods.

O these two countries, if one had the advantage in the nmanufacture of
goods of one quality, and the other in the manufacture of goods of
anot her quality, there would be no decided influx of the precious netals
into either; but if the advantage very heavily preponderated in favour of
either, that effect would be inevitable.

In the forner part of this work, we have assuned, for the purpose of
argunent, that noney al ways continued of the sane val ue; we are now
endeavouring to shew that besides the ordinary variations in the val ue
of nmoney, and those which are comon to the whole comercial world,
there are also partial variations to which noney is subject in particular
countries; and in fact, that the value of noney is never the sane in any
two countries, depending as it does on relative taxation, on
manuf acturing skill, on the advantages of clinmate, natural productions,
and nany other causes.

Al t hough, however, noney is subject to such perpetual variations,
and consequently the prices of the comodities which are conmon to
nmost countries, are al so subject to considerable difference, yet no effect
will be produced on the rate of profits, either fromthe influx or efflux of
money. Capital will not be increased, because the circulating mediumis
augrmented. |f the rent paid by the farner to his landl ord, and the wages
to his labourers, be 20 per cent higher in one country than another, and
if at the sane tine the nom nal value of the farnmer's capital be 20 per
cent nore, he will receive precisely the sane rate of profits, although he



shoul d sell his raw produce 20 per cent higher

Profits, it cannot be too often repeated, depend on wages; not on
nom nal, but real wages; not on the nunber of pounds that nay be
annually paid to the | abourer, but on the nunber of days' work,
necessary to obtain those pounds. Wages may therefore be precisely the
same in two countries; they may bear too the sane proportion to rent,
and to the whol e produce obtained fromthe [ and, although in one of
those countries the | abourer should receive ten shillings per week, and in
t he ot her twel ve.

In the early states of society, when manufactures have nade little
progress, and the produce of all countries is nearly simlar, consisting of
the bul ky and nost useful commodities, the value of noney in different
countries will be chiefly regulated by their distance fromthe mnes
whi ch supply the precious netals; but as the arts and inprovenents of
soci ety advance, and different nations excel in particular nanufactures,
al t hough distance will still enter into the calculation, the value of the
precious netals will be chiefly regulated by the superiority of those
manuf act ur es.

Suppose all nations to produce corn, cattle, and coarse clothing only,
and that it was by the exportation of such comobdities that gold could
be obtained fromthe countries which produced them or fromthose who
held themin subjection; gold would naturally be of greater
exchangeabl e value in Poland than in Engl and, on account of the
greater expense of sending such a bul ky cormopdity as corn the nore
di stant voyage, and al so the greater expense attending the conveying of
gold to Pol and.

This difference in the value of gold, or which is the same thing, this
difference in the price of cornin the two countries, would exist,
al though the facilities of producing corn in England should far exceed
those of Poland, fromthe greater fertility of the land, and the
superiority in the skill and inplenents of the |abourer

I f however Pol and should be the first to inprove her manufactures, if
she shoul d succeed in naking a conmodity which was generally
desirable, including great value in little bulk, or if she should be
excl usively blessed with sone natural production, generally desirable,
and not possessed by other countries, she would obtain an additiona
quantity of gold in exchange for this comobdity, which would operate
on the price of her corn, cattle, and coarse clothing. The di sadvant age of
di stance woul d probably be nore than conpensated by the advantage of
havi ng an exportable conmodity of great val ue, and noney woul d be
permanently of |ower value in Poland than in England. If, on the
contrary, the advantage of skill and machi nery were possessed by
Engl and, another reason woul d be added to that which before existed,
why gol d should be | ess valuable in England than in Poland, and why
corn, cattle, and clothing, should be at a higher price in the fornmer
country.

These | believe to be the only two causes which regulate the
conparative value of noney in the different countries of the world; for
al t hough taxation occasions a disturbance of the equilibrium of nobney,
it does so by.depriving the country in which it is inposed of sonme of the
advant ages attending skill, industry, and clinmate.

It has been ny endeavour carefully to distinguish between a | ow val ue=

of nmoney, and a high value of corn, or any other commopdity wi th which
money rmay be conpared. These have been generally considered as

meani ng the same thing; but it is evident, that when corn rises fromfive
to ten shillings a bushel, it may be owing either to a fall in the val ue of
money, or to a rise in the value of corn. Thus we have seen, that fromthe
necessity of having recourse successively to land of a worse and worse
quality, in order to feed an increasing population, corn nmust rise in
relative value to other things. If therefore noney continue pernanently



of the sane value, corn will exchange for nore of such noney, that is to
say, it will rise in price. The sane rise in the price of corn will be
produced by such inprovenent of machinery in manufactures, as shal
enable us to manufacture conmmodities with peculiar advantages: for the
influx of noney will be the consequence; it will fall in value, and

t heref ore exchange for less corn. But the effects resulting froma high
price of corn when produced by the rise in the value of corn, and when

caused by a fall in the value of nobney, are totally different. In both
cases the nmoney price of wages will rise, but if it be in consequence of
the fall in the value of nmoney, not only wages and corn, but all other

comodities will rise. If the manufacturer has nore to pay for wages, he
will receive nore for his manufactured goods, and the rate of profits
will remain unaffected. But when the rise in the price of corn is the
effect of the difficulty of production, profits will fall; for the
manuf acturer will be obliged to pay nore wages, and will not be
enabled to renmunerate hinself by raising the price of his manufactured
comodi ty.

Any inprovenent in the facility of working the mnes, by which the
precious nmetals may be produced with a |l ess quantity of |abour, wll
sink the value of noney generally. It will then exchange for fewer
commodities in all countries; but when any particular country excels in
manuf actures, so as to occasion an influx of noney towards it, the val ue
of money will be lower, and the prices of corn and | abour will be
relatively higher in that country, than in any other

Thi s higher value of noney will not be indicated by the exchange;
bills may continue to be negotiated at par, although the prices of corn
and | abour should be 10, 20, or 30 per cent higher in one country than
anot her. Under the circunmstances supposed, such a difference of prices
is the natural order of things, and the exchange can only be at par, when
a sufficient quantity of noney is introduced into the country excelling
in manufactures, so as to raise the price of its corn and |labour. If foreign
countries should prohibit the exportation of noney, and could
successfully enforce obedience to such a law, they m ght indeed prevent
the rise in the prices of the corn and | abour of the manufacturing
country; for such rise can only take place after the influx of the precious
met al s, supposi ng paper noney not to be used; but they could not
prevent the exchange from being very unfavourable to them If England
were the manufacturing country, and it were possible to prevent the
i nportation of noney, the exchange with France, Holl and, and Spain,
m ght be 5, 10, or 20 per cent against those countries.

Whenever the current of noney is forcibly stopped, and when noney
is prevented fromsettling at its just level, there are no linmts to the
possi bl e variations of the exchange. The effects are simlar to those
whi ch foll ow, when a paper nobney, not exchangeable for specie at the
will of the holder, is forced into circulation. Such a currency is
necessarily confined to the country where it is issued: it cannot, when
too abundant, diffuse itself generally anpbngst other countries. The | eve
of circulation is destroyed, and the exchange will inevitably be
unfavourable to the country where it is excessive in quantity: just so
woul d be the effects of a netallic circulation, if by forcible neans, by
| aws whi ch coul d not be evaded, noney should be detained in a country,
when the stream of trade gave it an inpetus towards other countries.

When each country has precisely the quantity of noney which it
ought to have, money will not indeed be of the same value in each, for
with respect to many commodities it may differ, 5, 10, or even 20 per
cent, but the exchange will be at par. One hundred pounds in Engl and,
or the silver which is in =A3100, will purchase a bill of =A3100, or an equa
quantity of silver in France, Spain, or Holl and.

I n speaking of the exchange and the conparative val ue of noney in
different countries, we nmust not in the least refer to the val ue of noney



estimated in commodities, in either country. The exchange is never
ascertained by estimating the conparative value of nobney in corn
cloth, or any comvodity whatever, but by estimating the value of the
currency of one country, in the currency of another

It may al so be ascertained by conparing it with sone standard
common to both countries. If a bill on England for =A3100 wi |l purchase
the sane quantity of goods in France or Spain, that a bill on Hanburgh
for the same sumw ||l do, the exchange between Hanburgh and Engl and
is at par, but if a bill on England for =A3130, will purchase no nore than a
bill on Hanburgh for =A3100, the exchange is 30 per cent agai nst Engl and.

I n Engl and =A3100 nmay purchase a bill, or the right of receiving A3101 in
Hol | and, =A3102 in France, and =A3105 in Spain. The exchange with
England is, in that case, said to be 1 per cent against Holland, 2 per cent
agai nst France, and 5 per cent against Spain. It indicates that the |eve
of currency is higher than it should be in those countries, and the
conmparative value of their currencies, and that of England, would be
i Mmediately restored to par, by abstracting fromtheirs, or by adding to
that of Engl and.

Those who mmi ntained that our currency was depreciated during the
| ast ten years, when the exchange varied from20 to 30 per cent against
this country, have never contended, as they have been accused of doing,
that noney could not be nore valuable in one country than another, as
conmpared with various comodities; but they did contend, that =A3130
could not be detained in England, unless it was depreciated, when it was
of no nore value, estinmated in the noney of Hanburgh, or of Holl and,
than the bullion in =A3100.

By sendi ng =A3130 good Engli sh pounds sterling to Hanburgh, even at
an expense of =A35, | should be possessed there of =A3125; what then could
make nme consent to give =A3130 for a bill which would give ne =A3100 in
Hanbur gh, but that my pounds were not good pounds sterling? - they
were deteriorated, were degraded in intrinsic value bel ow the pounds
sterling of Hanburgh, and if actually sent there, at an expense of =A35,
woul d sell only for =A3100. Wth netallic pounds sterling, it is not denied
that nmy =A3130 woul d procure ne =A3125 in Hanburgh, but wth paper
pounds sterling | can only obtain =A3100; and yet it was nmintai ned that
=A3130 i n paper, was of equal value with =A3130 in silver or gold.

Sone i ndeed nore reasonably naintai ned, that =A3130 i n paper was not
of equal value with =A3130 in netallic noney; but they said that it was the
nmetal i c noney which had changed its val ue, and not the paper nobney.
They wi shed to confine the neaning of the word depreciation to an
actual fall of value, and not to a conparative difference between the
val ue of noney, and the standard by which by law it is regulated. One
hundred pounds of English noney was fornerly of equal value with,

and coul d purchase =A3100 of Hanburgh noney.. in any other country a
bill of =A3100 on Engl and, or on Hanmburgh, could purchase precisely the
same quantity of commodities. To obtain the same things, | was lately

obliged to give =A3130 English noney, when Hanburgh could obtain
them for =A3100 Hanburgh noney. If English noney was of the sane
val ue then as before, Hanburgh noney nust have risen in val ue. But
where is the proof of this? Howis it to be ascertai ned whether English
money has fallen, or Hanburgh noney has risen? there is no standard
by which this can be deternmined. It is a plea which admts of no proof,
and can neither be positively affirned, nor positively contradi cted. The
nati ons of the world nmust have been early convinced, that there was no
standard of value in nature, to which they m ght unerringly refer, and
t heref ore chose a nmedium which on the whol e appeared to them | ess
vari abl e than any other comuodity.

To this standard we nust conformtill the law is changed, and til
sonme other commodity is discovered, by the use of which we shall obtain
a nore perfect standard, than that which we have established. Wile



gold is exclusively the standard in this country, noney wll be

depreci ated, when a pound sterling is not of equal value with 5 dwts. and
3 grs. of standard gold, and that, whether gold rises or falls in genera
val ue.

Chapter 8
On Taxes

Taxes are a portion of the produce of the |land and | abour of a country,
pl aced at the disposal of the governnent; and are always ultimtely
paid, either fromthe capital, or fromthe revenue of the country.

We have al ready shewn how the capital of a country is either fixed or
circulating, according as it is of a nore or of a less durable nature. It is
difficult to define strictly, where the distinction between circul ating
and fixed capital begins; for there are alnost infinite degrees in the
durability of capital. The food of a country is consunmed and reproduced
at least once in every year; the clothing of the |Iabourer is probably not
consunmed and reproduced in | ess than two years; whilst his house and
furniture are calculated to endure for a period of ten or twenty years.

When t he annual productions of a country nore than replace its
annual consunption, it is said to increase its capital; when its annua
consunption is not at |east replaced by its annual production, it is said
to dimnish its capital. Capital may therefore be increased by an
i ncreased production, or by a dimnished unproductive consunpti on.

If the consunption of the governnent, when increased by the |evy of
addi tional taxes, be met either by an increased production, or by a
di mi ni shed consunption on the part of the people, the taxes will fal
upon revenue, and the national capital will remain uninpaired; but if
there be no increased production or dininished unproductive
consunption on the part of the people, the taxes will necessarily fall on
capital, that is to say, they will inmpair the fund allotted to productive
consunption. (21*)

In proportion as the capital of a country is diminished, its productions
will be necessarily dininished; and, therefore, if the sane unproductive
expenditure on the part of the people and of the government conti nue,
with a constantly dim nishing annual reproduction, the resources of the
people and the state will fall away with increasing rapidity, and distress
and ruin will follow

Not wi t hst andi ng the i nmense expenditure of the English governnent
during the last twenty years, there can be little doubt but that the
i ncreased production on the part of the people has nore than
compensated for it. The national capital has not nerely been
uni npaired, it has been greatly increased, and the annual revenue of the
peopl e, even after the paynent of their taxes, is probably greater at the
present tine than at any forner period of our history.

For the proof of this we might refer to the increase of population - to
the extension of agriculture - to the increase of shipping and
manuf actures - to the building of docks - to the opening of nunerous
canals, aS well as to nany other expensive undertakings; all denoting an
i ncrease both of capital and of annual production

Still, however, it is certain that but for taxation this increase of
capital woul d have been nmuch greater. There are no taxes which have
not a tendency to | essen the power to accunmulate. Al taxes must either
fall on capital or revenue. |If they encroach on capital, they nust
proportionably dininish that fund by whose extent the extent of the
productive industry of the country nmust always be regulated; and if
they fall on revenue, they nust either |essen accunulation, or force the
contributors to save the anount of the tax, by making a corresponding
di mi nution of their former unproductive consunption of the necessaries



and luxuries of life. Sone taxes will produce these effects in a nuch
greater degree than others; but the great evil of taxation is to be found,
not so nuch in any selection of its objects, as in the general anount of
its effects taken collectively.

Taxes are not necessarily taxes on capital, because they are laid on
capital; nor on inconme, because they are laid on incone. If fromny
i ncone of =A31,000 per annum | amrequired to pay =A3100, it will really be
a tax on ny income, should | be content with the expenditure of the
remai ni ng =A3900,. but it will be a tax on capital, if | continue to spend
=A31, 000.

The capital fromwhich ny inconme of =A31,000 is derived, nmay be of the
val ue of =A310,000; a tax of one per cent on such capital would be =A3100;
but ny capital would be unaffected, if after paying this tax, | in like
manner contented nyself with the expenditure of =A3900.

The desire which every man has to keep his station in life, and to
mai ntain his wealth at the height which it has once attained, occasions
nost taxes, whether laid on capital or on incone, to be paid from
i ncone; and therefore as taxation proceeds, or as government increases
its expenditure, the annual enjoynents of the people nust be
di m ni shed, unless they are enabl ed proportionally to increase their
capitals and incone. It should be the policy of governnments to
encourage a disposition to do this in the people, and never to lay such
taxes as will inevitably fall on capital; since by so doing, they inpair
the funds for the maintenance of |abour, and thereby dimnish the
future production of the country.

In England this policy has been neglected, in taxing the probates of
wills, in the legacy duty, and in all taxes affecting the transference of
property fromthe dead to the living. If a | egacy of =A31, 000 be subject to a
tax of =A3100, the | egatee considers his |egacy as only =A3900 and feels no
particular notive to save the =A3100 duty fromhis expenditure, and thus
the capital of the country is dininished; but if he had really received
=A31, 000, and had been required to pay =A3100 as a tax on inconme, on W ne,
on horses, or on servants, he would probably have dini nished, or rather
not increased his expenditure by that sum and the capital of the country
woul d have been uni npai r ed.

' Taxes upon the transference of property fromthe dead to the |iving,
says Adam Smith, 'fall finally, as well as inmmediately, upon the persons
to whomthe property is transferred. Taxes on the sale of |and fal
al t oget her upon the seller. The seller is al nost always under the
necessity of selling, and nust, therefore, take such a price as he can get.
The buyer is scarce ever under the necessity of buying, and will,
therefore, only give such a price as he likes. He considers what the | and
will cost himin tax and price together. The nore he is obliged to pay in
the way of tax, the less he will be disposed to give in the way of price.
Such taxes, therefore, fall al nbst always upon a necessitous person, and
must, therefore, be very cruel and oppressive.' 'Stanp duties, and duties
upon the registration of bonds and contracts for borrowed noney, fal
al t oget her upon the borrower, and in fact are always paid by him Duties
of the sane kind upon | aw proceedings fall upon the suitors. They
reduce to both the capital value of the subject in dispute. The nore it
costs to acquire any property, the |less nust be the neat value of it when
acquired. Al taxes upon the transference of property of every kind, so
far as they dininish the capital value of that property, tend to dininish
the funds destined for the naintenance of |abour. They are all nore or
| ess unthrifty taxes, that increase the revenue of the sovereign, which
sel dom mai ntai ns any but unproductive | abourers, at the expense of the
capital of the people, which naintains none but productive.

But this is not the only objection to taxes on the transference of
property; they prevent the national capital frombeing distributed in the
way nost beneficial to the community. For the general prosperity, there



cannot be too nuch facility given to the conveyance and exchange of al

ki nds of property, as it is by such neans that capital of every species is
likely to find its way into the hands of those, who will best enploy it in
i ncreasing the productions of the country. 'Wy', asks M Say, 'does an

i ndividual wish to sell his land? It is because he has anot her

enpl oynent in viewin which his funds will be nore productive. Wy

does another wi sh to purchase this same land? It is to enploy a capita
which brings himin too little, which was unenpl oyed, or the use of

whi ch he thinks susceptible of inmprovenent. This exchange wil|

i ncrease the general inconme, since it increases the income of these
parties. But if the charges are so exorbitant as to prevent the exchange,
they are an obstacle to this increase of the general incone.' Those taxes,
however, are easily collected; and this by many may be thought to

af ford sone conpensation for their injurious effects.

Chapter 9
Taxes on Raw Produce

Having in a forner part of this work established, | hope satisfactorily,
the principle, that the price of corn is regulated by the cost of its
production on that |and exclusively, or rather with that capita
excl usively, which pays no rent, it will follow that whatever may
i ncrease the cost of production will increase the price; whatever may
reduce it, will lower the price. The necessity of cultivating poorer |and,
or of obtaining a less return with a given additional capital on |and
already in cultivation, will inevitably raise the exchangeabl e val ue of
raw produce. The discovery of machinery, which will enable the
cultivator to obtain his corn at a | ess cost of production, will necessarily
| ower its exchangeabl e value. Any tax which may be inposed on the
cul tivator, whether in the shape of land-tax, tithes, or a tax on the
produce when obtained, will increase the cost of production, and wll
therefore raise the price of raw produce

If the price of raw produce did not rise so as to conpensate the
cultivator for the tax, he would naturally quit a trade where his profits
were reduced bel ow the general level of profits; this would occasion a
di m nuti on of supply, until the unabated demand shoul d have produced
such arise in the price of raw produce, as to nmake the cultivation of it
equally profitable with the investnment of capital in any other trade.

Arise of price is the only nmeans by which he could pay the tax, and
continue to derive the usual and general profits fromthis enpl oynent
of his capital. He could not deduct the tax fromhis rent, and oblige his
landlord to pay it, for he pays no rent. He would not deduct it fromhis
profits, for there is no reason why he should continue in an enpl oynent
which yields small profits, when all other enploynents are yielding
greater. There can then be no question, but that he will have the power of
raising the price of raw produce by a sumequal to the tax.

A tax on raw produce would not be paid by the landlord; it would not
be paid by the farmer; but it would be paid, in an increased price, by the
consuner.

Rent, it should be renenbered, is the difference between the produce
obt ai ned by equal portions of |abour and capital enployed on | and of
the sane or different qualities. It should be renenbered too, that the
money rent of land, and the corn rent of |land, do not vary in the same
proportion.

In the case of a tax on raw produce, of a land-tax, or tithes, the corn
rent of land will vary, while the money rent will remain as before.

If, as we have before supposed, the land in cultivation were of three
qualities, and that with an equal anount of capital



180 grs. of corn were obtained fromland No. 1.
170..... from.... 2.
160..... from.... 3,

the rent of No. 1 would be 20 quarters, the difference between that of No.
3 and No. 1; and of No. 2, 10 quarters, the difference between that of No.
3 and No. 2; while No. 3 would pay no rent whatever

Now if the price of corn were =A34 per quarter, the noney rent of No. 1
woul d be =A380, and that of No. 2, =A340.

Suppose a tax of 8s. per quarter to be inposed on corn; then the price
would rise to =A34 8s.; and if the |andl ords obtained the sane corn rent as
before, the rent of No. 1 would be =A388 and that of No. 2, =A344. But they
woul d not obtain the same corn rent; the tax would fall heavier on No. 1
than on No. 2, and on No. 2 than on No. 3, because it would be |evied on
a greater quantity of corn. It is the difficulty of production on No. 3
whi ch regul ates price; and corn rises to =A34 8s., that the profits of the
capital enployed on No. 3 may be on a level with the general profits of
st ock.

The produce and tax on the three qualities of land will be as foll ows:

No. 1 yielding 180 gqrs. at =A34 8s. per qr. ... =A3792

Deduct the value of 16.3 or 8s. per qr. on 180 grs. 72

Net corn produce 163. 7 Net noney produce =A3720

No. 2 yielding 170 grs. at =A34 8s. per gr.... =A3748

Deduct the value of 15.4 grs at =A34 8s. or 8s. per qr. on 170 gr. 68
Net corn produce 154. 6 Net noney produce =A3680

No. 3 yielding 160 gqrs. at =A34 8s. ... =A3704

Deduct the value of 14.5 grs. at =A34 8s. or 8s. per gr. on 160 64
Net corn produce 145.5 Net noney produce =A3640

The nmoney rent of No. 1 would continue to be =A380, or the difference
bet ween =A3640 and =A3720. and that of No. 2, =A340, or the difference between
=A3640 and =A3680, precisely the sane as before; but the corn rent will be
reduced from 20 quarters on No. 1, to 18.2 quarters, the difference
bet ween 145.5 and 163.7 quarters, and that on No. 2 from10 to 9.1
quarters, the difference between 145.5 and 154.6 quarters.

A tax on corn, then, would fall on the consuners of corn, and would
raise its value as conpared with all other comodities, in a degree
proportioned to the tax. In proportion as raw produce entered into the
conposition of other commodities, would their value also be raised,
unl ess the tax were countervail ed by other causes. They would in fact be
indirectly taxed, and their value would rise in proportion to the tax.

A tax, however, on raw produce, and on the necessaries of the
| abourer, would have another effect - it would raise wages. Fromthe
effect of the principle of population on the increase of manki nd, wages
of the | owest kind never continue nuch above that rate which nature
and habit denmand for the support of the | abourers. This class is never
abl e to bear any considerable proportion of taxation; and, consequently,
if they had to pay 8s. per quarter in addition for wheat and in sone
smal | er proportion for other necessaries, they would not be able to
subsi st on the sane wages as before, and to keep up the race of |abourers.
Wages woul d i nevitably and necessarily rise; and in proportion as they
rose, profits would fall. Governnent would receive a tax of 8s. per
quarter on all the corn consunmed in the country, a part of which would
be paid directly by the consuners of corn; the other part would be paid
indirectly by those who enpl oyed | abour, and would affect profits in



the sane manner as if wages had been raised fromthe increased denand
for | abour conpared with the supply, or froman increasing difficulty of
obt ai ning the food and necessaries required by the | abourer

In as far as the tax might affect consuners, it would be an equal tax,
but in as far as it would affect profits, it would be a partial tax; for it
woul d neither operate on the |andlord nor on the stockhol der, since they
woul d continue to receive, the one the sane noney rent, the other the
same noney dividends as before. A tax on the produce of the land then
woul d operate as follows:

1st. It would raise the price of raw produce by a sumequal to the tax,
and woul d therefore fall on each consuner in proportion to his
consunpti on.

2dly. It would raise the wages of |abour, and | ower profits.
It may then be objected agai nst such a tax,

1st. That by raising the wages of | abour, and lowering profits, it is an
unequal tax, as it affects the inconme of the farmer, trader, and
manuf acturer, and | eaves untaxed the incone of the |andlord,
stockhol der, and others enjoying fixed incones.

2dly. That there would be a considerable interval between the rise in the
price of corn and the rise of wages, during which nmuch distress would
be experienced by the | abourer

3dly. That raising wages and lowering profits is a discouragenent to
accunul ation, and acts in the sane way as a natural poverty of soil

4thly. That by raising the price of raw produce, the prices of al
commodities into which raw produce enters, would be raised, and that
therefore we should not neet the foreign nmanufacturer on equal terms in
t he general market.

Wth respect to the first objection, that by raising the wages of |abour
and lowering profits it acts unequally, as it affects the income of the
farmer, trader, and manufacturer, and | eaves untaxed the incone of the
| andl ord, stockhol der, and others enjoying fixed incones, - it may be
answered, that if the operation of the tax be unequal, it is for the
| egislature to nake it equal, by taxing directly the rent of |land, and the
di vidends from stock. By so doing, all the objects of an incone tax
woul d be obtained, without the inconveni ence of having recourse to the
obnoxi ous measure of prying into every man's concerns, and arm ng
commi ssioners with powers repugnant to the habits and feelings of a
free country.

Wth respect to the second objection, that there would be a
consi derabl e interval between the rise of the price of corn and the rise of
wages, during which nmuch di stress woul d be experienced by the | ower
cl asses, - | answer, that under different circunstances, wages follow the
price of raw produce with very different degrees of celerity; that in sone
cases no effect whatever is produced on wages by a rise of corn; in
others, the rise of wages precedes the rise in the price of corn; again, in
some the effect on wages is slow, and in others rapid.

Those who maintain that it is the price of necessaries which regul ates
the price of |abour, always allowing for the particular state of
progression in which the society may be, seemto have conceded too
readily, that a rise or fall in the price of necessaries will be very slowy
succeeded by a rise or fall of wages. A high price of provisions may
arise fromvery different causes, and may accordingly produce very
different effects. It may arise from



1st. A deficient supply.

2nd. From a gradually increasing demand, which may be ultimately
attended with an increased cost of production.

3rdly. Froma fall in the value of nobney.
4thly. Fromtaxes on necessari es.

These four causes have not been sufficiently distinguished and
separated by those who have inquired into the influence of a high price
of necessaries on wages. W w |l exani ne them severally.

A bad harvest will produce a high price of provisions, and the high
price is the only nmeans by which the consunption is conpelled to
conformto the state of the supply. If all the purchasers of corn were
rich, the price might rise to any degree, but the result would remain
unaltered; the price would at |ast be so high, that the least rich would be
obliged to forego the use of a part of the quantity which they usually
consumed, as by di m ni shed consunption al one the demand coul d be
brought down to the limts of the supply. Under such circunstances no
policy can be nore absurd, than that of forcibly regulating noney
wages by the price of food, as is frequently done, by mnisapplication of
the poor laws. Such a nmeasure affords no real relief to the |abourer
because its affect is to raise still higher the price of corn, and at |ast he
must be obliged to limt his consunption in proportion to the limted
supply. In the natural course of affairs a deficient supply from bad
seasons, W thout any pernicious and unwi se interference, would not be
followed by a rise of wages. The raising of wages is nerely nominal to
those who receive them it increases the conpetition in the corn market,
and its ultimate effect is to raise the profits of the growers and dealers in
corn. The wages of |abour are really regulated by the proportion between
the supply and denmand of necessaries, and the supply and demand of
| abour; and noney is nmerely the medium or neasure, in which wages
are expressed. In this case then the distress of the |abourer is
unavoi dabl e, and no legislation can afford a renmedy, except by the
i mportation of additional food, or by adopting the nost usefu
substitutes.

When a high price of corn is the effect of an increasing demand, it is
al ways preceded by an increase of wages, for demand cannot i ncrease,
wi t hout an increase of nmeans in the people to pay for that which they
desire. An accumul ation of capital naturally produces an increased
competition anong the enployers of |abour, and a consequent rise inits
price. The increased wages are not always i medi ately expended on
food, but are first made to contribute to the other enjoynents of the
| abourer. His inproved condition however induces, and enables himto
marry, and then the demand for food for the support of his famly
natural ly supersedes that of those other enjoynents on which his wages
were tenporarily expended. Corn rises then because the demand for it
i ncreases, because there are those in the society who have inproved
means of paying for it; and the profits of the farmer will be raised above
the general level of profits, till the requisite quantity of capital has been
enpl oyed on its production. Whether, after this has taken place, corn
shall again fall to its former price, or shall continue permanently
hi gher, will depend on the quality of the land from which the increased
quantity of corn has been supplied. If it be obtained fromland of the
sane fertility, as that which was last in cultivation, and with no greater
cost of labour, the price will fall to its forner state; if from poorer |and,
it will continue permanently higher. The high wages in the first instance
proceeded from an increase in the demand for |abour.. inasmuch as it
encouraged marriage, and supported children, it produced the effect of
i ncreasing the supply of |abour. But when the supply is obtained, wages



will again fall to their fornmer price, if corn has fallen to its forner
price: to a higher than the former price, if the increased supply of corn
has been produced fromland of an inferior quality. A high price is by

no neans inconpatible with an abundant supply. the price is

permanent|y hi gh, not because the quantity is deficient, but because
there has been an increased cost in producing it. It generally happens

i ndeed, that when a stinulus has been given to popul ation, an effect is
produced beyond what the case requires; the population nmay be, and
generally is so nmuch increased as, notw thstanding the increased

demand for |abour, to bear a greater proportion to the funds for

mai ntai ni ng | abourers than before the increase of capital. In this case a
re-action will take place, wages will be below their natural |evel, and
will continue so, till the usual proportion between the supply and

demand has been restored. In this case then, the rise in the price of corn
is preceded by a rise of wages, and therefore entails no distress on the
| abour er.

A fall in the value of noney, in consequence of an influx of the
precious netals fromthe mnes, or fromthe abuse of the privil eges of
banki ng, is another cause for the rise of the price of food; but it wll
make no alteration in the quantity produced. It |eaves undi sturbed too
t he nunber of |abourers, as well as the demand for them for there wll
be neither an increase nor a dinmnution of capital. The quantity of
necessaries to be allotted to the | abourer, depends on the conparative
demand and supply of necessaries, with the conparative demand and
supply of |abour; noney being only the nmediumin which the quantity is
expressed; and as neither of these is altered, the real reward of the
| abourer will not alter. Money wages will rise, but they will only enable
himto furnish hinself with the same quantity of necessaries as before.
Those who dispute this principle, are bound to show why an increase of
nmoney shoul d not have the sane effect in raising the price of |abour, the
quantity of which has not been increased, as they acknow edge it would
have on the price of shoes, of hats, and of corn, if the quantity of those
comodities were not increased. The relative market value of hats and
shoes is regulated by the demand and supply of hats, conpared with the
demand and supply of shoes, and noney is but the mediumin which
their value is expressed. |f shoes be doubled in price, hats will also be
doubled in price, and they will retain the same conparative value. So if
corn and all the necessaries of the | abourer be doubled in price, |abour
will be doubled in price also, and while there is no interruption to the
usual demand and supply of necessaries and of |abour, there can be no
reason why they should not preserve their relative val ue.

Neither a fall in the value of noney, nor a tax on raw produce, though
each will raise the price, will necessarily interfere with the quantity of
raw produce; or with the nunber of people, who are both able to
purchase, and willing to consune it. It is very easy to perceive why,
when the capital of a country increases irregularly, wages should rise,
whil st the price of corn remains stationary, or rises in a |less proportion;
and why, when the capital of a country dim nishes, wages should fal
whil st corn remains stationary, or falls in a nuch | ess proportion, and
this too for a considerable time; the reason is, because labour is a
comodi ty which cannot be increased and dininished at pleasure. If
there are too few hats in the market for the demand, the price will rise,
but only for a short tine; for in the course of one year, by enploying
nore capital in that trade, any reasonable addition nmay be nade to the
quantity of hats, and therefore their nmarket price cannot |ong very
much exceed their natural price; but it is not so with nmen; you cannot
i ncrease their nunber in one or two years when there is an increase of
capital, nor can you rapidly dimnish their nunber when capital is in a
retrograde state; and, therefore, the nunber of hands increasing or
dim nishing slowy, whilst the funds for the maintenance of |abour



increase or dimnish rapidly, there nust be a considerable interva

before the price of |abour is exactly regulated by the price of corn and
necessaries; but in the case of a fall in the value of noney, or of a tax on
corn, there is not necessarily any excess in the supply of |abour, nor any
abat enent of demand, and therefore there can be no reason why the

| abourer should sustain a real dimnution of wages.

A tax on corn does not necessarily dinmnish the quantity of corn, it
only raises its noney price; it does not necessarily dinminish the demand
conmpared with the supply of | abour; why then should it dimnish the
portion paid to the | abourer? Suppose it true that it did dimnish the
quantity given to the | abourer, in other words, that it did not raise his
nmoney wages in the same proportion as the tax raised the price of the
corn whi ch he consuned; would not the supply of corn exceed the
demand? would it not fall in price? and would not the | abourer thus
obtain his usual portion? In such case, indeed, capital would be
withdrawmn fromagriculture; for if the price were not increased by the
whol e anount of the tax, agricultural profits would be |ower than the
general level of profits, and capital would seek a nore advantageous
enploynent. In regard then to a tax on raw produce, which is the point
under discussion, it appears to ne that no interval which could bear
oppressively on the | abourer, would el apse between the rise in the price
of raw produce, and the rise in the wages of the |abourer; and that
therefore no other inconvenience would be suffered by this class, than
that which they would suffer fromany other node of taxation, nanely,
the risk that the tax mght infringe on the funds destined for the
mai nt enance of | abour, and might therefore check or abate the denand
for it.

Wth respect to the third objection agai nst taxes on raw produce,
nanely, that the raising wages, and lowering profits, is a
di scouragenent to accunul ation, and acts in the same way as a natura
poverty of soil; | have endeavoured to shew in another part of this work
that savings may be as effectually nmade from expenditure as from
production; froma reduction in the value of commodities, as froma rise
in the rate of profits. By increasing ny profits from=A31, 000 to =A31, 200,
whi | st prices continue the sane, ny power of increasing nmy capital by

savings is. increased, but it is not increased so nuch as it would be if ny
profits continued as before, whilst comodities were so lowered in
price, that =A3800 woul d procure ne as nuch as =A31, 000 purchased before

Now the sumrequired by the tax nmust be raised, and the question
sinply is, whether the same amount shall be taken fromindividuals by
dimnishing their profits, or by raising the prices of the comuvodities on
which their profits will be expended. Taxation under every form
presents but a choice of evils; if it do not act on profit, or other sources
of income, it nust act on expenditure; and provided the burthen be
equal Iy borne, and do not repress reproduction, it is indifferent on
which it is laid. Taxes on production, or on the profits of stock, whether
applied imedi ately to profits, or indirectly, by taxing the land or its
produce, have this advantage over other taxes; that provided all other
i ncone be taxed, no class of the comunity can escape them and each
contributes according to his neans.

From taxes on expenditure a mser nay escape; he may have an
i ncone of =A310, 000 per annum and expend only =A3300; but fromtaxes on
profits, whether direct or indirect, he cannot escape; he will contribute
to themeither by giving up a part or the value of a part of his produce;
or by the advanced prices of the necessaries essential to production, he
will be unable to continue to accunulate at the sane rate. He may,
i ndeed, have an income of the same value, but he will not have the sane
command of |abour, nor of an equal quantity of materials on which such
| abour can be exercised.

If a country is insulated fromall others, having no commerce with



any of its neighbours, it can in no way shift any portion of its taxes from
itself. A portion of the produce of its land and | abour will be devoted to
the service of the State; and | cannot but think that, unless it presses
unequal |y on that class which accunul ates and saves, it will be of little

i mportance whether the taxes be levied on profits, on agricultural, or on
manuf actured conmodities. If ny revenue be =A31, 000 per annum and

must pay taxes to the anpbunt of =A3100, it is of little inportance whether |
pay it fromny revenue, |eaving nyself only =A3900, or pay =A3100 in
addition for ny agricultural commodities, or for my manufactured

goods. If =A3100 is ny fair proportion of the expenses of the country, the
virtue of taxation consists in making sure that | shall pay that =A3100,
neither nmore nor |ess; and that cannot be effected in any manner so
securely as by taxes on wages, profits, or raw produce

The fourth and | ast objection which remains to be noticed is: That by
raising the price of raw produce, the prices of all conmodities into
whi ch raw produce enters, will be raised, and that, therefore, we shal
not neet the foreign manufacturer on equal terns in the general market.

In the first place, corn and all home commodities could not be
materially raised in price without an influx of the precious netals; for
the sane quantity of noney could not circulate the sane quantity of
commodities, at high as at |ow prices, and the precious netals never
coul d be purchased with dear commodities. When nore gold is required
it must be obtained by giving nore, and not fewer conmodities in
exchange for it. Neither could the want of noney be supplied by paper
for it is not paper that regul ates the value of gold as a comodity, but
gold that regul ates the value of paper. Unless then the value of gold
could be | owered, no paper could be added to the circul ati on w thout
bei ng depreciated. And that the value of gold could not be | owered,
appears clear, when we consider that the value of gold as a commodity
must be regul ated by the quantity of goods which nust be given to
foreigners in exchange for it. \When gold is cheap, commodities are dear
and when. gold is dear, commodities are cheap, and fall in price. Now as
no cause i s shewn why foreigners should sell their gold cheaper than
usual , it does not appear probable that there would be any influx of gold.
Wthout such an influx there can be no increase of quantity, no fall in
its value, no rise in the general price of goods. (22*%)

The probable effect of a tax on raw produce, would be to raise the
price of raw produce, and of all comvodities in which raw produce
entered, but not in any degree proportioned to the tax; while other
commodities in which no raw produce entered, such as articles made of
the metals and the earths, would fall in price: so that the sanme quantity
of nmoney as before would be adequate to the whole circul ation

A tax which should have the effect of raising the price of all hone
productions, would not discourage exportation, except during a very
limted tinme. If they were raised in price at hone, they could not indeed
i medi ately be profitably exported, because they would be subject to a
burthen here from which abroad they were free. The tax woul d produce
the sane effect as an alteration in the value of noney, which was not
general and conmmon to all countries, but confined to a single one. If
Engl and were that country, she m ght not be able to sell, but she would
be able to buy, because inportable commodities would not be raised in
price. Under these circunstances nothing but noney could be exported
in return for foreign cormodities, but this is a trade which could not
| ong continue; a nation cannot be exhausted of its noney, for after a
certain quantity has left it, the value of the remaminder will rise, and such
a price of coomodities will be the consequence, that they will again be
capabl e of being profitably exported. Wen noney had risen, therefore,
we should no | onger export it in return for goods, but we should export
those manufactures which had first been raised in price, by the rise in
the price of the raw produce fromwhich they were nade, and then again



| onered by the exportation of noney.

But it may be objected 'that when nbney so rose in value, it would rise
with respect to foreign as well as hone commodities, and therefore that
all encouragenent to inport foreign goods would cease. Thus, suppose
we i nported goods which cost =A3100 abroad, and which sold for =A3120
here, we should cease to inport them when the val ue of noney had so
risen in England, that they would only sell for =A3100 here: this, however,
coul d never happen. The notive which determines us to inport a
commodity, is the discovery of its relative cheapness abroad: it is the
conmparison of its price abroad with its price at honme. If a country
exports hats, and inports cloth, it does so because it can obtain nore
cloth by naking hats, and exchanging themfor cloth, than if it nade
the cloth itself. If the rise of raw produce occasions any increased cost of
production in making hats, it would occasion also an increased cost in
maki ng cloth. If, therefore, both conmodities were nade at hone, they
woul d both rise. One, however, being a commodity which we inport,
would not rise, neither would it fall, when the value of noney rose; for
by not falling, it would regain its natural relation to the exported
commodity. The rise of raw produce nakes a hat rise from30 to 33
shillings, or 10 per cent: the same cause if we nanufactured cloth,
would nake it rise from20s. to 22s. per yard. This rise does not destroy
the relation between cloth and hats; a hat was, and continues to be,
worth one yard and a half of cloth. But if we inport cloth, its price wll
continue uniformy at 20s. per yard, unaffected first by the fall, and
then by the rise in the value of, noney. whilst hats, which had risen from
30s. to 33s., will again fall from33s. to 30s., at which point the relation
between cloth and hats will be restored.

To sinplify the consideration of this subject, | have been supposing
that a rise in the value of raw materials would affect, in an equa
proportion, all honme conmodities; that if the effect on one were to raise
it 10 per cent, it would raise all 10 per cent; but as the val ue of
commodities is very differently made up of raw nmaterial and | abour; as
sone commodities, for instance, all those nade fromthe nmetals, would
be unaffected by the rise of raw produce fromthe surface of the earth, it
is evident that there would be the greatest variety in the effects
produced on the value of comodities, by a tax on raw produce. As far
as this effect was produced, it would stinmulate or retard the exportation
of particular comodities, and woul d undoubtedly be attended with the
same i nconveni ence that attends the taxing of conmodities; it would
destroy the natural relation between the value of each. Thus the natura
price of a hat, instead of being the same as a yard and a half of cloth,

m ght only be of the value of a yard and a quarter, or it might be of the
value of a yard and three quarters, and therefore rather a different
direction might be given to foreign trade. All these inconveniences

woul d probably not interfere with the value of the exports and inports;
they would only prevent the very best distribution of the capital of the
whol e worl d, which is never so well regul ated, as when every

commodity is freely allowed to settle at its natural price, unfettered by
artificial restraints.

Al though then the rise in the price of nost of our own commodities,
would for a tinme check exportation generally, and m ght permanently
prevent the exportation of a few commobdities, it could not materially
interfere with foreign trade, and woul d not place us under any
conparative di sadvantage as far as regarded conpetition in foreign
mar ket s.

Chapter 10

Taxes on Rent



A tax on rent would affect rent only; it would fall wholly on
| andl ords, and could not be shifted to any class of consuners. The
I andl ord could not raise his rent, because he woul d | eave unaltered the
di fference between the produce obtained fromthe | east productive |and
in cultivation, and that obtained fromland of every quality. Three sorts
of land, No. 1, 2, and 3, are in cultivation, and yield respectively with
the sane | abour, 180, 170, and 160 quarters of wheat; but No. 3 pays no
rent, and is therefore untaxed: the rent then of No. 2 cannot be nmade to
exceed the value of ten, nor No. 1, of twenty quarters. Such a tax could
not raise the price of raw produce, because as the cultivator of No. 3
pays neither rent nor tax, he would in no way be enabled to raise the
price of the conmodity produced. A tax on rent would not discourage
the cultivation of fresh land, for such | and pays no rent, and woul d be
untaxed. If No. 4 were taken into cultivation, and yielded 150 quarters,
no tax would be paid for such land; but it would create a rent of ten
quarters on No. 3, which would then commence paying the tax.

A tax on rent, as rent is constituted, would discourage cultivation
because it would be a tax on the profits of the landlord. The termrent of
| and, as | have el sewhere observed, is applied to the whol e anount of the
value paid by the farner to his landlord, a part only of which is strictly
rent. The buil dings and fixtures, and other expenses paid for by the
|l andl ord, formstrictly a part of the stock of the farm and nust have
been furnished by the tenant, if not provided by the landlord. Rent is the
sumpaid to the landlord for the use of the land, and for the use of the
|l and only. The further sumthat is paid to himunder the nane of rent, is
for the use of the buildings, &., and is really the profits of the
| andl ord's stock. In taxing rent, as no distinction would be nade
between that part paid for the use of the land, and that paid for the use of
the landlord's stock, a portion of the tax would fall on the landlord's
profits, and woul d, therefore, discourage cultivation, unless the price of
raw produce rose. On that land, for the use of which no rent was paid, a
conpensation under that nane mght be given to the landlord for the
use of his buildings. These buil dings would not be erected, nor would
raw produce be grown on such land, till the price at which it sold would
not only pay for all the usual outgoings, but also this additional one of
the tax. This part of the tax does not fall on the landlord, nor on the
farnmer, but on the consuner of raw produce.

There can be little doubt but that if a tax were laid on rent, |andlords
woul d soon find a way to discrimnate between that which is paid to
them for the use of the land, and that which is paid for the use of the
bui l di ngs, and the inprovenents which are nade by the landlord's
stock. The latter would either be called the rent of house and buil di ngs,

or on all new land taken into cultivation, such buildings would be
erected, and inprovenents woul d be nade by the tenant, and not by the

| andl ord. The landlord's capital m ght indeed be really enployed for

that purpose; it mght be nonminally expended by the tenant, the

I andl ord furnishing himwith the neans, either in the shape of a loan, or
in the purchase of an annuity for the duration of the | ease. Wether

di stingui shed or not, there is a real difference between the nature of the
conpensations which the landlord receives for these different objects;

and it is quite certain, that a tax on the real rent of land falls wholly on
the landlord, but that a tax on that remuneration which the landlord
receives for the use of his stock expended on the farm falls, in a
progressive country, on the consuner of raw produce. If a tax were laid

on rent, and no nmeans of separating the remunerati on now paid by the
tenant to the landl ord under the nanme of rent were adopted, the tax, as
far as it regarded the rent on the buildings and other fixtures, would
never fall for any length of tine on the landlord, but on the consuner.
The capital expended on these buildings, &., nust afford the usua

profit of stock; but it would cease to afford this profit on the land | ast



cultivated, if the expenses of those buildings, &., did not fall on the
tenant; and if they did, the tenant would then cease to make his usua
profits of stock, unless he could charge themon the consuner.

Chapter 11
Ti t hes

Tithes are a tax on the gross produce of the |and, and, |ike taxes on raw
produce, fall wholly on the consuner. They differ froma tax on rent,

i nasnuch as they affect |and which such a tax would not reach; and
raise the price of raw produce, which that tax would not alter. Lands of
the worst quality, as well as of the best, pay tithes, and exactly in
proportion to the quantity of produce obtained fromthem tithes are
therefore an equal tax.

If land of the last quality, or that which pays no rent, and which
regul ates the price of corn, yield a sufficient quantity to give the farner
the usual profits of stock, when the price of wheat is =A34 per quarter, the
price nust rise to =A34 8s. before the sane profits can be obtai ned after the
tithes are inposed, because for every quarter of wheat the cultivator
must pay eight shillings to the church, and if he does not obtain the
same profits, there is no reason why he should not quit his enploynent,
when he can get themin other trades.

The only difference between tithes and taxes on raw produce, is, that
one is a variable noney tax, the other a fixed noney tax. In a stationary
state of society, where there is neither increased nor dininished facility
of producing corn, they will be precisely the sane in their effects; for, in
such a state, corn will be at an invariable price, and the tax will
therefore be also invariable. In either a retrograde state, or in a state in
whi ch great inprovenents are nade in agriculture, and where
consequently raw produce will fall in value conparatively with other
things, tithes will be a lighter tax than a permanent noney tax; for if the
price of corn should fall from=A34 to =A33, the tax would fall fromeight to
six shillings. In a progressive state of society yet wi thout any narked
i mprovenents in agriculture, the price of corn would rise, and tithes
woul d be a heavier tax than a permanent noney tax. |If corn rose from =A34
to =A35, the tithes on the sane | and woul d advance fromeight to ten
shillings.

Neither tithes nor a noney tax will affect the noney rent of |andlords,
but both will materially affect corn rents. W have al ready observed
how a noney tax operates on corn rents, and it is equally evident that a
simlar effect would be produced by tithes. If the lands, No. 1, 2, 3,
respectively produced 180, 170, and 160 quarters, the rents night be on
No. 1, twenty quarters, and on No. 2, ten quarters; but they would no
| onger preserve that proportion after the paynent of tithes: for if a tenth
be taken from each, the remaining produce will be 162, 153, 154, and
consequently the corn rent of No. 1 will be reduced to eighteen, and that
of No. 2 to nine quarters. But the price of corn would rise fromA34 to A34
8s. 10 2/3d.; for 144 quarters are to =A34 as 160 quarters to =A34 8s. 102/ 3d.
and consequently the noney rent would continue unaltered; for on No. 1
it would be =A380.,(23*) and on No. 2, =A340.(24%*)

The chief objection against tithes is, that they are not a pernmanent and
fixed tax, but increase in value, in proportion as the difficulty of
producing corn increases. If those difficulties should nake the price of
corn =A34, the tax is 8s., if they should increase it to =A35, the tax is 10s.
and
at =A36, it is 12s. They not only rise in value, but they increase in anount:
thus, when No. 1 was cultivated, the tax was only |evied on 180 quarters;
when No. 2 was cultivated, it was |levied on 180 + 170, or 350 quarters;
and when No. 3 was cultivated, on 180 + 170 + 160 =3D 510 quarters. Not



only is the anount of tax increased from 100,000 quarters, to 200, 000
quarters, when the produce is increased fromone to two nillions of
quarters; but, owing to the increased | abour necessary to produce the
second mllion, the relative value of raw produce is so advanced, that
the 200, 000 quarters may be, though only twice in quantity, yet in value
three tines that of the 100,000 quarters which were paid before.

If an equal value were raised for the church by any other neans,
increasing in the sane nanner as tithes increase, proportionably wth
the difficulty of cultivation, the effect would be the sane, and therefore
it is a mstake to suppose that, because they are raised on the |and, they
di scourage cultivation nore than an equal anpbunt would do if raised in
any other manner. The church would in both cases be constantly
obtai ning an increased portion of the net produce of the |Iand and | abour
of the country. In an inproving state of society, the net produce of |and
is always dimnishing in proportion to its gross produce; but it is from
the net incone of a country that all taxes are ultimately paid, either in a
progressive or in a stationary country. A tax increasing with the gross
incone, and falling on the net inconme, nust necessarily be a very
burdensone, and a very intolerable tax. Tithes are a tenth of the gross,
and not of the net produce of the land, and therefore as society inproves
in wealth, they nust, though the same proportion of the gross produce,
becone a larger and | arger proportion of the net produce.

Ti thes, however, may be considered as injurious to |andl ords,

i nasnuch as they act as a bounty on inportation, by taxing the growh

of honme corn, while the inportation of foreign corn renmains unfettered.
And if, in order to relieve the landlords fromthe effects of the

di m ni shed dermand for | and, which such a bounty nust encourage,

imported corn were al so taxed, in an equal degree with corn grown at
hone, and the produce paid to the State, no neasure could be nore fair
and equitable; since whatever were paid to the State by this tax, would
go to dimnish the other taxes which the expenses of Governnent nake
necessary. but if such a tax were devoted only to increase the fund paid
to the church, it might indeed on the whole increase the general mass of
production, but it would dimnish the portion. of that nmass allotted to
the productive cl asses.

If the trade of cloth were left perfectly free, our nanufacturers night
be able to sell cloth cheaper than we could inport it. If a tax were laid on
the hone manufacturer, and not on the inporter of cloth, capital m ght
be injuriously driven fromthe manufacture of cloth to the nmanufacture
of sone other comodity, as cloth might then be inported cheaper than
it could be nade at honme. If inported cloth should also be taxed, cloth
woul d agai n be nmanufactured at honme. The consumer first bought cloth
at hone, because it was cheaper than foreign cloth; he then bought
foreign cloth, because it was cheaper untaxed than honme cloth taxed: he
| astly bought it again at hone, because it was cheaper when both hone
and foreign cloth were taxed. It is in the last case that he pays the
greatest price for his cloth, but all his additional paynent is gained by
the state. In the second case, he pays nore than in the first, but all he
pays in addition is not received by the State, it is an increased price
caused by difficulty of production, which is incurred, because the
easi est nmeans of production are taken away fromus, by being fettered
with a tax.

Chapter 12
Land- Tax

A land-tax, levied in proportion to the rent of land, and varying with
every variation of rent, is in effect a tax on rent; and as such a tax wll



not apply to that land which yields no rent, nor to the produce of that
capital which is enployed on the land with a viewto profit nerely, and
whi ch never pays rent, it will not in any way affect the price of raw
produce, but will fall wholly on the landlords. In no respect would such
atax differ froma tax on rent. But if a |land-tax be inposed on al
cultivated | and, however noderate that tax nay be, it will be a tax on
produce, and will therefore raise the price of produce. If No. 3 be the
|l and | ast cultivated, although it should pay no rent, it cannot, after the
tax, be cultivated, and afford the general rate of profit, unless the price
of produce rise to neet the tax. Either capital will be withheld fromthat
enpl oynent until the price of corn shall have risen, in consequence of
demand, sufficiently to afford the usual profit; or if already enployed
on such land, it will quit it, to seek a nore advantageous enpl oynent.
The tax cannot be renoved to the landlord, for by the supposition he
receives no rent. Such a tax nmay be proportioned to the quality of the
| and and t he abundance of its produce, and then it differs in no respect
fromtithes; or it nay be a fixed tax per acre on all land cultivated,
what ever its quality may be

A land-tax of this latter description would be a very unequal tax, and
woul d be contrary to one of the four nmaxins with regard to taxes in
general, to which, according to Adam Snith, all taxes should conform
The four maxins are as foll ow

1. 'The subjects of every state ought to contribute towards the support of
the governnment, as nearly as possible in proportion to their respective
abilities.

2. 'The tax which each individual is bound to pay ought to be certain
and not arbitrary.

3. '"Every tax ought to be levied at the tinme, or in the nanner in which it
is nost likely to be convenient for the contributor to pay it.

4. 'Every tax ought to be so contrived as both to take out and to keep out
of the pockets of the people as little as possible, over and above what it
brings into the public treasury of the State.

An equal |and-tax, inmposed indiscrinmnately and w thout any regard
to the distinction of its quality, on all land cultivated, will raise the
price of corn in proportion to the tax paid by the cultivator of the |and
of the worst quality. Lands of different quality, with the enpl oyment of
the sane capital, will yield very different quantities of raw produce. If
on the land which yields a thousand quarters of corn with a given
capital, a tax of =A3100 be laid, corn will rise 2s. per quarter to compensate
the farmer for the tax. But with the same capital on |and of a better
quality, 2,000 quarters may be produced, which at 2s. a quarter
advance, woul d give =A3200; the tax, however, bearing equally on both
lands will be =A3100 on the better as well as on the inferior, and
consequently the consuner of corn will be taxed, not only to pay the
exi gencies of the State, but also to give to the cultivator of the better
| and, =A3100 per annum during the period of his |ease, and afterwards to
raise the rent of the landlord to that anmount. A tax of this description
then would be contrary to the fourth maxi mof Adam Smith, it would
take out and keep out of the pockets of the people nore than what it
brought into the treasury of the State. The taille in France before the
Revol ution, was a tax of this description; those |ands only were taxed,
whi ch were held by an ignoble tenure, the price of raw produce rose in
proportion to the tax, and therefore they whose | ands were not taxed,
were benefited by the increase of their rent. Taxes on raw produce, as
well as tithes, are free fromthis objection: they raise the price of raw
produce, but they take from each quality of land a contribution in



proportion to its actual produce, and not in proportion to the produce of
that which is the | east productive

From the peculiar view which Adam Snith took of rent, fromhis not
havi ng observed that much capital is expended in every country, on the
| and for which no rent is paid, he concluded that all taxes on the |and,
whet her they were laid on the land itself in the formof land-tax or tithes,
or on the produce of the land, or were taken fromthe profits of the
farnmer, were all invariably paid by the landlord, and that he was in all
cases the real contributor, although the tax was, in general, nomnally
advanced by the tenant. 'Taxes upon the produce of the land,' he says,
"are in reality taxes upon the rent; and though they nmay be originally
advanced by the farner, are finally paid by the |andl ord. Wen a
certain portion of the produce is to be paid away for a tax, the farnmer
computes as well as he can, what the value of this portion is, one year
with another, likely to anmount to, and he nakes a proportionable
abatenent in the rent which he agrees to pay to the landlord. There is no
farmer who does not conpute beforehand what the church-tithe, which
is aland-tax of this kind is, one year with another, likely to anmount to.
It is undoubtedly true, that the farner does cal cul ate his probable
out goi ngs of all descriptions, when agreeing with his landlord for the
rent of his farm and if for the tithe paid to the church, or for the tax on
the produce of the |and, he were not conpensated by a rise in the relative
val ue of the produce of his farm he would naturally endeavour to
deduct themfromhis rent. But this is precisely the question in dispute:
whether he will eventually deduct themfromhis rent, or be
conmpensated by a higher price of produce. For the reasons whi ch have
been already given, | cannot have the | east doubt but that they would
rai se the price of produce, and consequently that Adam Smith has taken
an incorrect view of this inportant question.

Dr Smith's view of this subject is probably the reason why he has
described '"the tithe, and every other land-tax of this kind, under the
appearance of perfect equality, as very unequal taxes; a certain portion
of the produce being, in different situations, equivalent to a very
different portion of the rent.' | have endeavoured to shew that such taxes
do not fall wth unequal weight on the different classes of farners or
| andl ords, as they are both conpensated by the rise of raw produce, and
only contribute to the tax in proportion as they are consunmers of raw
produce. |nasmuch indeed as wages, and through wages, the rate of
profits are affected, landlords, instead of contributing their full share to
such a tax, are the class peculiarly exenpted. It is the profits of stock
fromwhich that portion of the tax is derived which falls on those
| abourers, who, fromthe insufficiency of their funds, are incapable of
payi ng taxes; this portion is exclusively borne by all those whose incone
is derived fromthe enploynent of stock, and therefore it in no degree
affects |andl ords.

It is not to be inferred fromthis view of tithes, and taxes on the |and
and its produce, that they do not discourage cultivation. Every thing
whi ch rai ses the exchangeabl e val ue of comuodities of any kind, which
are in very general denand, tends to discourage both cultivation and
production; but this is an evil inseparable fromall taxation, and is not
confined to the particular taxes of which we are now speaki ng.

This may be considered, indeed, as the unavoi dabl e di sadvant age
attending all taxes received and expended by the State. Every new tax
becones a new charge on production, and raises natural price. A portion
of the I abour of the country which was before at the disposal of the
contributor to the tax, is placed at the disposal of the State, and cannot
theref ore be enpl oyed productively. This portion may becone so | arge,
that sufficient surplus may not be left to stinulate the exertions of those
who usual |y augnent by their savings the capital of the State. Taxation
has happily never yet in any free country been carried so far as instantly



fromyear to year to dimnish its capital. Such a state of taxation could
not be long endured; or if endured, it would be constantly absorbing so
much of the annual produce of the country as to occasion the nost

ext ensi ve scene of misery, fam ne, and depopul ati on

"Aland-tax,' says Adam Smith, 'which, like that of Geat Britain, is
assessed upon each district according to a certain invariable canon
though it should be equal at the time of its first establishnent,
necessarily becones unequal in process of tine, according to the
unequal degrees of inprovenent or neglect in the cultivation of the
different parts of the country. In England the valuation according to
which the different counties and parishes were assessed to the | and-tax
by the 4th, WIlliamand Mary, was very unequal, even at its first
establishnent. This tax, therefore, so far offends against the first of the
four maxi ns above nmentioned. It is perfectly agreeable to the other
three. It is perfectly certain. The tinme of paynent for the tax being the
sane as that for the rent, is as convenient as it can be to the contributor
Though the landlord is in all cases the real contributor, the tax is
commonl y advanced by the tenant, to whomthe landlord is obliged to
allowit in the paynent of the rent.

If the tax be shifted by the tenant not on the landlord but on the
consuner, then if it be not unequal at first, it can never becone so; for
the price of produce has been at once raised in proportion to the tax, and
will afterwards vary no nore on that account. It may offend, if unequal
as | have attenpted to shewthat it will, against the fourth naxi mabove
mentioned, but it will not offend against the first. It may take nore out
of the pockets of the people than it brings into the public treasury of the
State, but it will not fall unequally on any particular class of
contributors. M Say appears to ne to have m staken the nature and
effects of the English | and-tax, when he says, 'Many persons attribute to
this fixed valuation, the great prosperity of English agriculture. That it
has very nmuch contributed to it there can be no doubt. But what shoul d
we say to a Governnent, which, addressing itself to a snall trader
shoul d hold this | anguage: "Wth a small capital you are carrying on a
limted trade, and your direct contribution is in consequence very snall.
Borrow and accunul ate capital; extend your trade, so that it nmay
procure you inmrense profits; yet you shall never pay a greater
contribution. Mreover, when your successors shall inherit your profits,
and shall have further increased them they shall not be val ued higher to
themthan they are to you; and your successors shall not bear a greater
portion of the public burdens.”

"Wthout doubt this would be a great encouragenent given to
manuf actures and trade; but would it be just? Could not their
advancenent be obtained at any other price? In England itself, has not
manuf acturi ng and comrerci al industry nmade even greater progress,
since the sane period, wthout being distinguished with so nuch
partiality? A landlord by his assiduity, econony, and skill, increases
his annual revenue by 5,000 francs. If the State claimof himthe fifth
part of his augnented inconme, will there not remain 4,000 francs of
increase to stinulate his further exertions?

M Say supposes, 'A landlord by his assiduity, econony and skill, to
i ncrease his annual revenue by 5,000 francs;, but a |l andlord has no
means of enpl oying his assiduity, economy and skill on his |and, unless

he farns it hinmself. and then it is in quality of capitalist and farmer that
he nmakes the inprovenent, and not in quality of landlord. It is not
concei vabl e that he could so augnent the produce of his farm by any
peculiar skill on his part, without first increasing the quantity of capita
enpl oyed upon it. If he increased the capital, his |arger revenue m ght
bear the sanme proportion to his increased capital, as the revenue of al
other farners to their capitals

If M Say's suggestion were followed, and the State were to claimthe



fifth part of the augnented incone of the farner, it would be a partial
tax on farnmers, acting on their profits, and not affecting the profits of
those in other enploynents. The tax would be paid by all |ands, by those
whi ch yielded scantily as well as by those which yielded abundantly;

and on sone | ands there could be no conpensation for it by deduction
fromrent, for norent is paid. A partial tax on profits never falls on the
trade on which it is laid, for the trader will either quit his enpl oynent,
or remunerate hinself for the tax. Now those who pay no rent could be
reconpensed only by a rise in the price of produce, and thus would M
Say's proposed tax fall on the consuner, and not either on the | andlord
or farner.

If the proposed tax were increased in proportion to the increased
quantity, or value, of the gross produce obtained fromthe land, it would
differ in nothing fromtithes, and would equally be transferred to the
consuner. Whether then it fell on the gross or on the net produce of I|and,
it would be equally a tax on consunption, and would only affect the
| andl ord and farnmer in the sane way as ot her taxes on raw produce.

If no tax whatever had been laid on the [and, and the sane sum had
been rai sed by any other neans, agriculture would have flourished at
| east as well as it has done; for it is inpossible that any tax on | and can
be an encouragenent to agriculture; a noderate tax may not, and
probably does not, greatly prevent, but it cannot encourage production
The English Governnment has held no such | anguage as M Say has
supposed. It did not promise to exenpt the agricultural class and their
successors fromall future taxation, and to raise the further supplies
which the State mght require, fromthe other classes of society; it said
only, '"in the node we will no further burthen the land; but we retain to
ourselves the nost perfect |iberty of nmaking you pay, under sone other
form your full quota to the future exigencies of the State.

Speaki ng of taxes in kind, or a tax of a certain proportion of the
produce, which is precisely the same as tithes, M Say says, 'This node
of taxation appears to be the nost equitable; there is, however, none
which is less. so. it totally | eaves out of consideration the advances nade
by the producer; it is proportioned to the gross, and not to the net
revenue. Two agriculturists cultivate different kinds of raw produce:
one cultivates corn on mddling | and, his expenses anounting annually
on an average to 8,000 francs: the raw produce fromhis lands sells for
12,000 francs; he has then a net revenue of 4,000 francs.

"Hi s nei ghbour has pasture or wood | and, which brings in every year a
like sumof 12,000 francs, but his expenses anmount only to 2,000 francs.
He has therefore on an average a net revenue of 10,000 francs.

"Alaw ordains that a twelfth of the produce of all the fruits of the
earth be levied in kind, whatever they may be. Fromthe first is taken in
consequence of this law, corn of the value of 1,000 francs; and fromthe
second, hay, cattle, or wood, of the sane value of 1,000 francs. Wat has
happened? Fromthe one, a quarter of his net incone, 4,000 francs, has
been taken; fromthe other, whose incone was 10,000 francs, a tenth only
has been taken. Incone is the net profit which renmains after replacing
the capital exactly inits former state. Has a nerchant an i ncone equa
to all the sales which he nakes in the course of a year? certainly not; his
i ncone only anmounts to the excess of his sal es above his advances, and it
is on this excess only that taxes on incone should fall.

M Say's error in the above passage |lies in supposing that because the
val ue of the produce of one of these two farns, after reinstating the
capital, is greater than the value of the produce of the other, on that
account the net inconme of the cultivators will differ by the sane
anount. The net incone of the |andlords and tenants together of the
wood | and, nay be nuch greater than the net income of the I andlords
and tenants of the corn land; but it is on account of the difference of
rent, and not on account of the difference in the rate of profit. M Say



has wholly omtted the consideration of the different amount of rent,

whi ch these cultivators would have to pay. There cannot be two rates of
profit in the sane enploynent, and therefore when the val ue of produce

is in different proportions to capital, it is the rent which will differ, and
not the profit. Upon what pretence would one man with a capital of

2,000 francs, be allowed to obtain a net profit of 10,000 francs fromits
enpl oynent, whilst another, with a capital of 8,000 francs, would only
obtain 4,000 francs? Let M Say nake a due allowance for rent; let him
further allow for the effect which such a tax would have on the prices of
these different kinds of raw produce, and he will then perceive that it is
not an unequal tax, and further that the producers thenselves will no
otherwi se contribute to it, than any other class of consuners.

Chapter 13
Taxes on Gold

The rise in the price of commodities, in consequence of taxation or of
difficulty of production, will in all cases ultimtely ensue; but the
duration of the interval, before the market price will conformto the
natural price, nust depend on the nature of the commodity, and on the
facility with which it can be reduced in quantity. If the quantity of the
commodity taxed could not be dinminished, if the capital of the farner or
of the hatter for instance, could not be w thdrawn to other enploynents,
it would be of no consequence that their profits were reduced bel ow t he
general level by neans of a tax; unless the denmand for their
commodi ties should increase, they would never be able to elevate the
mar ket price of corn and of hats up to their increased natural price.
Their threats to | eave their enploynents, and renove their capitals to
nore favoured trades, would be treated as an idle nenace which could
not be carried into effect; and consequently the price would not be
rai sed by di m ni shed production. Comuodities, however, of all
descriptions can be reduced in quantity, and capital can be renoved
fromtrades which are less profitable to those which are nore so, but
with different degrees of rapidity. In proportion as the supply of a
particul ar commodity can be nore easily reduced, without
i nconveni ence to the producer, the price of it will nore quickly rise
after the difficulty of its production has been increased by taxation, or
by any other means. Corn being a comodity indispensably necessary
to every one, little effect will be produced on the demand for it in
consequence of a tax, and therefore the supply woul d not probably be
| ong excessive, even if the producers had great difficulty in renoving
their capitals fromthe land. For this reason, the price of corn wll
speedily be raised by taxation, and the farner will be enabled to transfer
the tax fromhinself to the consuner.

If the mines which supply us with gold were in this country, and if
gold were taxed, it could not rise in relative value to other things, till its
quantity were reduced. This would be nore particularly the case, if gold
were used exclusively for nmoney. It is true that the | east productive
m nes, those which paid no rent, could no | onger be worked, as they
could not afford the general rate of profits till the relative value of gold
rose, by a sumequal to the tax. The quantity of gold, and, therefore, the
quantity of noney would be slowy reduced: it would be a little
di mi nished in one year, a little nore in another, and finally its val ue
woul d be raised in proportion to the tax; but in the interval, the
proprietors or holders, as they would pay the tax, would be the sufferers,
and not those who used money. If out of every 1,000 quarters of wheat in
the country, and every 1,000 produced in future, Governnent should
exact 100 quarters as a tax, the renmaining 900 quarters woul d exchange
for the same quantity of other commodities that 1,000 did before; but if



the sane thing took place with respect to gold, if of every =A31, 000 noney
now in the country, or in future to be brought into it, Governnent could
exact =A3100 as a tax, the renmining =A3900 woul d purchase very little nore
than =A3900 purchased before. The tax would fall upon him whose

property consisted of noney, and would continue to do so till its

quantity were reduced in proportion to the increased cost of its

production caused by the tax.

This, perhaps, would be nore particularly the case with respect to a
met al used for noney, than any other commpdity; because the denand
for money is not for a definite quantity, as is the denmand for clothes, or
for food. The denmand for noney is regulated entirely by its value, and
its value by its quantity. If gold were of double the value, half the
quantity would performthe same functions in circulation, and if it were
of half the value, double the quantity would be required. |If the market
val ue of corn be increased one tenth by taxation, or by difficulty of
production, it is doubtful whether any effect whatever would be
produced on the quantity consuned, because every nan's want is for a
definite quantity, and, therefore, if he has the nmeans of purchasing, he
will continue to consunme as before: but for noney, the demand is
exactly proportioned to its value. No nan could consune tw ce the
quantity of corn, which is usually necessary for his support, but every
man purchasing and selling only the sane quantity of goods, nmay be
obliged to enploy twice, thrice, or any nunber of tines the sane
quantity of nobney.

The argunent which | have just been using, applies only to those
states of society in which the precious netals are used for noney, and
where paper credit is not established. The netal gold, like all other
commodities, has its value in the nmarket ultimately regul ated by the
conparative facility or difficulty of producing it; and although fromits
durabl e nature, and fromthe difficulty of reducing its quantity, it does
not readily bend to variations in its market value, yet that difficulty is
much increased fromthe circunstance of its being used as noney. If the
quantity of gold in the market for the purpose of commerce only, were
10, 000 ounces, and the consunption in our nanufactures were 2,000
ounces annually, it mght be raised one fourth, or 25 per cent inits
val ue, in one year, by wi thholding the annual supply; but if in
consequence of its being used as noney, the quantity enpl oyed were
100, 000 ounces, it would not be raised one fourth in value in |less than
ten years. As noney nade of paper nmay be readily reduced in quantity,
its value, though its standard were gold, would be increased as rapidly
as that of the nmetal itself would be increased, if the netal, by forming a
very snall part of the circulation, had a very slight connexion wth
noney.

If gold were the produce of one country only, and it were used
universally for noney, a very considerable tax m ght be inposed on it,
whi ch woul d not fall on any country, except in proportion as they used
it in manufactures, and for utensils; upon that portion which was used
for nmoney, though a large tax might be received, nobody would pay it.
This is a quality peculiar to noney. Al other commodities of which
there exists a limted quantity, and which cannot be increased by
conpetition, are dependent for their value, on the tastes, the caprice,
and t he power of purchasers; but noney is a commpdity which no
country has any wi sh or necessity to increase: no nore advantage results
fromusing twenty mllions, than fromusing ten nillions of currency. A
country mght have a nonopoly of silk, or of wi ne, and yet the prices of
silks and wine mght fall, because fromcaprice or fashion, or taste,
cloth and brandy night be preferred, and substituted; the sane effect
m ght in a degree take place with gold, as far as its use is confined to
manuf actures: but while noney is the general nedi um of exchange, the
demand for it is never a natter of choice, but always of necessity. you



must take it in exchange for your goods, and, therefore, there are no
limts to the quantity which may be forced on you by foreign trade, if it
fall in value; and no reduction to which you nust not submit, if it rise.
You nay, indeed, substitute paper noney, but by this you do not, and
cannot | essen the quantity of noney, for that is regulated by the val ue of
the standard for which it is exchangeable; it is only by the rise of the
price of commodities, that you can prevent them from bei ng exported
froma country where they are purchased with little noney, to a country
where they can be sold for nore, and this rise can only be effected by an
importation of netallic noney from abroad, or by the creation or

additi on of paper noney at honme. If then the King of Spain, supposing
himto be in exclusive possession of the nines, and gold alone to be used
for nmoney, were to lay a considerable tax on gold, he would very nuch
raise its natural value; and as its narket value in Europe is ultimately
regul ated by its natural value in Spanish Anerica, nore comodities

woul d be given by Europe for a given quantity of gold. But the sane
quantity of gold would not be produced in Anerica, as its value would
only be increased in proportion to the dimnution of quantity

consequent on its increased cost of production. No nore goods then

woul d be obtained in Arerica, in exchange for all their gold exported,
than before; and it nmay be asked, where then would be the benefit to
Spai n and her Col oni es? The benefit would be this, that if less gold were
produced, |ess capital would be enployed in producing it; the sane

val ue of goods from Europe woul d be inported by the enpl oynent of

the smaller capital, that was before obtai ned by the enpl oynent of the

| arger; and, therefore, all the productions obtained by the enpl oynent

of the capital withdrawn fromthe nmines, would be a benefit which

Spain woul d derive fromthe inposition of the tax, and which she could
not obtain in such abundance, or with such certainty, by possessing the
nmonopol y of any other commodity whatever. From such a tax, as far as
nmoney was concerned, the nations of Europe would suffer no injury

what ever; they woul d have the sane quantity of goods, and

consequently the sane neans of enjoynent as before, but these goods

woul d be circulated with a |l ess quantity, because a nore val uabl e

noney.

If in consequence of the tax, only one tenth of the present quantity of
gold were obtained fromthe mnes, that tenth would be of equal val ue
with the ten tenths now produced. But the King of Spain is not
excl usively in possession of the mnes of the precious netals; and if he
were, his advantage fromtheir possession, and the power of taxation,
woul d be very nmuch reduced by the limtation of denand and
consunption in Europe, in consequence of the universal substitution, in
a greater or |less degree, of paper nobney. The agreenent of the market
and natural prices of all commopdities, depends at all tines on the
facility with which the supply can be increased or dimnished. In the
case of gold, houses, and |l abour, as well as many other things, this effect
cannot, under somre circunmstances, be speedily produced. But it is
different with those commpdities which are consuned and reproduced
fromyear to year, such as hats, shoes, corn, and cloth; they nmay be
reduced, if necessary, and the interval cannot be | ong before the supply
is contracted in proportion to the increased charge of producing them

A tax on raw produce fromthe surface of the earth, will, as we have
seen, fall on the consuner, and will in no way affect rent; unless, by
di m ni shing the funds for the naintenance of |abour, it |owers wages,
reduces the popul ation, and di m nishes the demand for corn. But a tax
on the produce of gold m nes nust, by enhancing the val ue of that
metal , necessarily reduce the demand for it, and nust therefore
necessarily displace capital fromthe enploynent to which it was
applied. Notwi thstanding then, that Spain would derive all the benefits
which | have stated froma tax on gold, the proprietors of those mnes



fromwhich capital was withdrawn would lose all their rent. This would
be a loss to individuals, but not a national |oss; rent being not a creation
but nerely a transfer of wealth: the King of Spain, and the proprietors of
the m nes which continued to be worked, would together receive not
only all that the liberated capital produced, but all that the other
proprietors |ost.

Suppose the mnes of the 1st, 2nd, and 3rd quality to be worked, and to
produce respectively 100, 80, and 70 pounds wei ght of gold, and
therefore the rent of No. 1 to be thirty pounds, and that of No. 2 ten
pounds. Suppose now the tax to be seventy pounds of gold per annum on
each m ne worked; and consequently that No. 1 alone could be
profitably worked; it is evident that all rent would i mediately
di sappear. Before the inposition of the tax, out of the 100 pounds
produced on No. 1, a rent was paid of thirty pounds, and the worker of
the m ne retained seventy, a sumequal to the produce of the |east
productive nmine. The value, then, of what renmains to the capitalist of
the mine No. 1, nust be the same as before, or he would not obtain the
common profits of stock; and, consequently, after paying seventy out of
his 100 pounds for tax, the value of the remaining thirty nust be as great
as the value of seventy was before, and therefore the value of the whole
hundred as great as 233 pounds before. Its value night be higher, but it
could not be lower, or even this nine would cease to be worked. Being a
nmonopol i sed comodity, it could exceed its natural value, and then it
woul d pay a rent equal to that excess; but no funds woul d be enpl oyed
inthe mne, if it were belowthis value. In return for one third of the
| abour and capital enployed in the mines, Spain would obtain as nuch
gol d as woul d exchange for the same, or very nearly the sane quantity
of commodities as before. She would be richer by the produce of the two
thirds liberated fromthe mnes. If the value of the 100 pounds of gold
shoul d be equal to that of the 250 pounds extracted before; the King of
Spain's portion, his seventy pounds, would be equal to 175 at the fornmer
value: a small part of the King's tax only would fall on his own subjects,
the greater part being obtained by the better distribution of capital

The account of Spain would stand thus:

Formerly produced:
Gol d 250 pounds, of the value of (suppose)... 10,000 yards of cloth.
Now pr oduced:

By the two capitalists who quitted the mines, the sane val ue as 140
pounds of gold fornerly exchanged for; equal to... 5,600 yards of cloth

By the capitalist who works the mne, No. 1, thirty pounds of gold,
increased in value, as 1 to 2 1/2, and therefore now of the value of..
3,000 yards of cloth.

Tax to the King seventy pounds, increased also in value as 1 to 2 1/2,
and t herefore now of the value of... 7,000 yards of cloth.

15, 600

O the 7,000 received by the King, the people of Spain would contribute
only 1,400, and 5,600 would be pure gain, effected by the |iberated
capital

If the tax, instead of being a fixed sum per m ne worked, were a
certain portion of its produce, the quantity would not be inmedi ately
reduced in consequence. If a half, a fourth, or a third of each mine were
taken for the tax, it would neverthel ess be the interest of the proprietors
to nake their mnes yield as abundantly as before; but if the quantity
were not reduced, but only a part of it transferred fromthe proprietor to



the king, its value would not rise; the tax would fall on the people of the
col oni es, and no advantage woul d be gained. A tax of this kind would
have the effect that Adam Smith supposes taxes on raw produce woul d
have on the rent of land - it would fall entirely on the rent of the mne. If
pushed a little further, indeed, the tax would not only absorb the whol e
rent, but would deprive the worker of the mne of the commopn profits of
stock, and he woul d consequently wi thdraw his capital fromthe
production of gold. If still further extended, the rent of still better mnes
woul d be absorbed, and capital would be further w thdrawn; and thus
the quantity would be continually reduced, and its value raised, and the
same effects would take place as we have already pointed out; a part of
the tax would be paid by the people of the Spanish col onies, and the
other part would be a new creation of produce, by increasing the power
of the instrunent used as a nedi um of exchange

Taxes on gold are of two kinds, one on the actual quantity of gold in
circulation, the other on the quantity that is annually produced fromthe
m nes. Both have a tendency to reduce the quantity, and to raise the
val ue of gold; but by neither will its value be raised till the quantity is
reduced, and therefore such taxes will fall for a time, until the supply is
di m ni shed, on the proprietors of noney, but ultimately that part which
will permanently fall on the comunity, will be paid by the owner of
the mine in the reduction of rent, and by the purchasers of that portion
of gold, which is used as a conmmodity contributing to the enjoynents of
manki nd, and not set apart exclusively for a circul ating nedi um

Chapter 14
Taxes on Houses

There are al so other comodities besides gold which cannot be
speedily reduced in quantity; any tax on which will therefore fall on the
proprietor, if the increase of price should | essen the demand.

Taxes on houses are of this description; though laid on the occupier
they will frequently fall by a dimnution of rent on the landlord. The
produce of the land is consumed and reproduced fromyear to year, and
so are many other commodities; as they may therefore be speedily
brought to a level with the demand, they cannot |ong exceed their
natural price. But as a tax on houses may be considered in the light of an
additional rent paid by the tenant, its tendency will be to dimnish the
demand for houses of the same annual rent, w thout diminishing their
supply. Rent will therefore fall, and a part of the tax will be paid
indirectly by the I|andl ord.

'The rent of a house,' says Adam Smith,, nmay be distinguished into
two parts, of which the one may very properly be called the building
rent, the other is commonly called the ground rent. The building rent is
the interest or profit of the capital expended in building the house. In
order to put the trade of a builder upon a level with other trades, it is
necessary that this rent should be sufficient first to pay the sane interest
whi ch he woul d have got for his capital, if he had lent it upon good
security and, secondly, to keep the house in constant repair, or what
comes to the same thing, to replace within a certain termof years the
capi tal which had been enployed in building it." '"If in proportion to the
i nterest of noney, the trade of the builder affords at any time a nuch
greater profit than this, it will soon draw so rmuch capital from other
trades, as will reduce the profit to its proper level. If it affords at any
time nuch less than this, other trades will soon draw so nuch capita
fromit as will again raise that profit. Watever part of the whole rent of
a house is over and above what is sufficient for affording this reasonable
profit, naturally goes to the ground rent; and where the owner of the
ground, and the owner of the building, are two different persons, it is in



nost cases conpletely paid to the fornmer. In country houses, at a

di stance fromany great town, where there is a plentiful choice of
ground, the ground rent is scarcely any thing, or no nore than what the
space upon which the house stands, would pay enployed in agriculture.

In country villas, in the nei ghbourhood of some great town, it is

sonmeti nes a good deal higher, and the peculiar conveniency, or beauty

of situation, is there frequently very highly paid for. Gound rents are
generally highest in the capital, and in those particular parts of it,
where there happens to be the greatest denmand for houses, whatever be
the reason for that demand, whether for trade and busi ness, for pleasure
and society, or for nmere vanity and fashion.' A tax on the rent of houses
may either fall on the occupier, on the ground | andlord, or on the
building landlord. In ordinary cases it nmay be presuned, that the whole
tax would be paid both immediately and finally by the occupier

If the tax be noderate, and the circunstances of the country such, that
it is either stationary or advancing, there would be little notive for the
occupi er of a house to content hinself with one of a worse description
But if the tax be high, or any other circunstances should di mnish the
demand for houses, the landlord's incone would fall, for the occupier
woul d be partly conpensated for the tax by a dimnution of rent. It is,
however, difficult to say, in what proportions that part of the tax, which
was saved by the occupier by a fall of rent, would fall on the building
rent and the ground rent. It is probable that, in the first instance, both
woul d be affected; but as houses are, though slowy, yet certainly
peri shabl e, and as no nore would be built, till the profits of the buil der
were restored to the general level, building rent would, after an interval
be restored to its natural price. As the builder receives rent only whilst
the building endures, he could pay no part of the tax, under the nost
di sastrous circunstances, for any |onger period.

The paynent of this tax, then, would ultinmately fall on the occupier
and ground landlord, but, 'in what proportion, this final paynent would
be divided between them' says Adam Snith, 'it is not perhaps very easy
to ascertain. The division would probably be very different in different
circunstances, and a tax of this kind mght, according to those different
circunstances, affect very unequally both the inhabitant of the house,
and t he owner of the ground.'(25%)

Adam Snith considers ground rents as peculiarly fit subjects for
taxation. 'Both ground rents, and the ordinary rent of |and,' he says,
a speci es of revenue, which the owner in nmany cases enjoys, W thout any
care or attention of his own. Though a part of this revenue should be
taken fromhim in order to defray the expenses of the State, no
di scouragenent will thereby be given to any sort of industry. The
annual produce of the |and and | abour of the society, the real wealth and
revenue of the great body of the people, night be the sane after such a
tax as before. Ground rents, and the ordinary rent of |land are, therefore,
per haps, the species of revenue, which can best bear to have a peculi ar
tax i nmposed upon them' It nust be admtted that the effects of these
taxes woul d be such as Adam Smith has described; but it would surely
be very unjust, to tax exclusively the revenue of any particular class of a
community. The burdens of the State should be borne by all in
proportion to their neans: this is one of the four nmaxi ns nentioned by
Adam Snith, which should govern all taxation. Rent often belongs to
those who, after many years of toil, have realised their gains, and
expended their fortunes in the purchase of |and or houses; and it
certainly would be an infringenent of that principle which should ever
be held sacred, the security of property, to subject it to unequal taxation
It is to be lanmented, that the duty by stanps, with which the transfer of
| anded property is |loaded, materially inpedes the conveyance of it into
those hands, where it woul d probably be nade nobst productive. And if
it be considered, that land, regarded as a fit subject for exclusive

are



taxation, would not only be reduced in price, to conpensate for the risk
of that taxation, but in proportion to the indefinite nature and uncertain
val ue of the risk, would becone a fit subject for specul ations, partaking
nore of the nature of ganbling, than of sober trade, it will appear
probabl e, that the hands into which |and would in that case be nopbst apt

to fall, would be the hands of those, who possess nore of the qualities of
the ganbler, than of the qualities of the sober-ninded proprietor, who is
likely to enploy his land to the greatest advantage.

Chapter 15
Taxes on Profits

Taxes on those commodities, which are generally denom nated
luxuries, fall on those only who nake use of them A tax on wine is paid=20
by the consuner of wine. A tax on pleasure horses, or on coaches, is paid
by those who provide for thensel ves such enjoynents, and in exact
proportion as they provide them But taxes on necessaries do not affect
the consuners of necessaries, in proportion to the quantity that may be
consumed by them but often in a nmuch higher proportion. A tax on
corn, we have observed, not only affects a manufacturer in the
proportion that he and his fanmly may consune corn, but it alters the
rate of profits of stock, and therefore also affects his inconme. \Watever
rai ses the wages of |abour, lowers the profits of stock; therefore every tax
on any commodity consuned by the | abourer, has a tendency to | ower
the rate of profits.

A tax on hats will raise the price of hats; a tax on shoes, the price of
shoes; if this were not the case, the tax would be finally paid by the
manuf acturer; his profits would be reduced bel ow the general |evel, and
he would quit his trade. A partial tax on profits will raise the price of the
commodity on which it falls: a tax, for exanple, on the profits of the
hatter, would raise the price of hats; for if his profits were taxed, and not
those of any other trade, his profits, unless he raised the price of his hats,
woul d be bel ow the general rate of profits, and he would quit his
enpl oynent for another.

In the same manner, a tax on the profits of the farmer would raise the
price of corn; a tax on the profits of the clothier, the price of cloth; and
if atax in proportion to profits were laid on all trades, every comodity
woul d be raised in price. But if the mne, which supplied us with the
standard of our noney, were in this country, and the profits of the mner
were al so taxed, the price of no commodity would rise, each nan woul d
gi ve an equal proportion of his income, and every thing would be as
bef or e.

If noney be not taxed, and therefore be pernmitted to preserve its val ue,
whi |l st every thing else is taxed, and is raised in value, the hatter, the
farnmer, and clothier, each enploying the sanme capitals, and obtaining
the sane profits, will pay the same anount of tax. If the tax be =A3100, the
hats, the cloth, and the corn, will each be increased in value =A3100. If the
hatter gains by his hats =A31, 100, instead of =A31,000, he will pay =A3100 to
Government for the tax; and therefore will still have =A31,000 to lay out on
goods for his own consunption. But as the cloth, corn, and all other
commodities, will be raised in price fromthe sane cause, he will not
obtain nmore for his =A31, 000 than he before obtained for =A3910, and thus
will he contribute by his dinminished expenditure to the exigencies of the
State; he will, by the paynent of the tax, have placed a portion of the
produce of the |and and | abour of the country at the disposal of
Government, instead of using that portion hinself. If instead of
expendi ng his =A31,000, he adds it to his capital, he will find in the rise of
wages, and in the increased cost of the raw nmaterial and nachinery, that
hi s saving of =A31, 000 does not anount to nore than a saving of =A3910



amounted to before.

If noney be taxed, or if by any other cause its value be altered, and all
commodities remain precisely at the sane price as before, the profits of
the manufacturer and farner will also be the sane as before, they wll
continue to be =A31,000; and as they will each have to pay =A3100 to
Governnent, they will retain only =A3900, which will give thema |ess
command over the produce of the |land and | abour of the country,
whet her they expend it in productive or unproductive |abour. Precisely
what they |ose, Governnment will gain. In the first case the contributor to
the tax would, for =A31, 000, have as great a quantity of goods as he before
had for =A3910; in the second, he would have only as nmuch as he before
had for =A3900, for the price of goods would remain unaltered, and he
woul d have only =A3900 to expend. This proceeds fromthe difference in
the amount of the tax; in the first case it is only an eleventh of his
incone, in the second it is a tenth; noney in the two cases being of a
di fferent val ue.

But al though, if noney be not taxed, and do not alter in value, al
commodities will rise in price, they will not rise in the sane proportion
they will not after the tax bear the sanme relative value to each other
which they did before the tax. In a former part of this work, we discussed
the effects of the division of capital into fixed and circul ating, or rather
into durable and perishable capital, on the prices of comobdities. W
shewed that two manufacturers m ght enpl oy precisely the sane
anount of capital, and might derive fromit precisely the sane anount
of profits, but that they would sell their comobdities for very different
suns of noney, according as the capitals they enpl oyed were rapidly,
or slowy, consunmed and reproduced. The one mi ght sell his goods for
=A34, 000, the other for =A310, 000, and they night both enpl oy =A310, 000 of
capital, and obtain 20 per cent profit or =A32,000. The capital of one m ght
consi st for exanple, of =A32,000 circulating capital, to be reproduced, and
=A38, 000 fixed, in buildings and nachinery; the capital of the other, on the
contrary, might consist of =A38,000 of circulating, and of only =A32, 000
fixed capital in machinery and buildings. Now, if each of these persons
were to be taxed ten per cent on his incone, or =A3200, the one, to nake his
busi ness yield himthe general rate of profit, nust raise his goods from
=A310, 000 to =A310, 200; the other would also be obliged to raise the price of
his goods from =A34, 000 to =A34, 200. Before the tax, the goods sold by one of
these nanufacturers were 2 1/2 tinmes nore val uabl e than the goods of
the other; after the tax they will be 2.42 tines nore val uable: the one
kind will have risen two per cent; the other five per cent: consequently a
tax upon incone, whilst noney continued unaltered in value, would
alter the relative prices and value of commpdities. This would be true
also, if the tax instead of being laid on the profits, were laid on the
commodi ties thensel ves: provided they were taxed in proportion to the
val ue of the capital enployed on their production, they would rise
equal Iy, whatever night be their value, and therefore they woul d not
preserve the sane proportion as before. A commodity, which rose from
ten to el even thousand pounds, would not bear the sane relation as
before, to another which rose from2 to =A33,000. If under these
circunstances, noney rose in value, fromwhatever cause it night
proceed, it would not affect the prices of cormmodities in the sane
proportion. The sane cause which would | ower the price of one from
=A310, 200 to =A310,000 O less than two per cent would |lower the price of the
other from =A34,200 to =A34,000 or 4 3/4 per cent. If they fell in any different
proportion, profits would not be equal; for to nake them equal, when the
price of the first commodity was =A310, 000, the price of the second should
be =A34,000; and when the price of the first was =A310, 200, the price of the
ot her shoul d be =A34, 200.

The consideration of this fact will lead to the understanding of a very
i mportant principle, which, | believe, has never been adverted to. It is



this; that in a country where no taxation subsists, the alteration in the

val ue of noney arising fromscarcity or abundance will operate in an

equal proportion on the prices of all comobdities; that if a comodity

of =A31, 000 value rise to =A31,200, or fall to =A3800, a conmmodity of =A310, 000
value will rise to =A31 2,000 or fall to =A38,000; but in a country where prices
are artificially raised by taxation, the abundance of nobney from an

i nflux, or the exportation and consequent scarcity of it fromforeign

demand, will not operate in the sane proportion on the prices of al

commodities; some it will raise or lower 5, 6, or 12 per cent, others 3, 4,

or 7 per cent. If a country were not taxed, and noney should fall in

val ue, its abundance in every market would produce sinilar effects in

each. If neat rose 20 per cent, bread, beer, shoes, |abour, and every
commodity, would also rise 20 per cent; it is necessary they should do

so, to secure to each trade the sane rate of profits. But this is no | onger
true when any of these commpdities is taxed; if in that case they should

all rise in proportion to the fall in the value of nobney, profits would be
rendered unequal; in the case of the commodities taxed, profits would be
rai sed above the general |evel, and capital would be renoved from one

enpl oynent to another, till an equilibriumof profits was restored

which could only be, after the relative prices were altered.

W1l not this principle account for the different effects, which it was
remarked were produced on the prices of coomodities, fromthe altered=20
val ue of noney during the Bank-restriction? It was objected to those
who contended that the currency was at that period depreciated, from
the too great abundance of the paper circulation, that, if that were the
fact, all commodities ought to have risen in the same proportion; but it
was found that many had varied considerably nore than others, and
thence it was inferred that the rise of prices was owi ng to sonething
af fecting the value of conmodities, and not to any alteration in the
val ue of the currency. It appears, however, as we have just seen, that in a
country where comodities are taxed, they will not all vary in price in
the sane proportion, either in consequence of a rise or of a fall in the
val ue of currency.

If the profits of all trades were taxed, excepting the profits of the
farnmer, all goods would rise in noney val ue, excepting raw produce.

The farmer woul d have the same corn inconme as before, and would sel

his corn also for the sane noney price; but as he would be obliged to
pay an additional price for all the comobdities, except corn, which he
consuned, it would be to hima tax on expenditure. Nor would he be
relieved fromthis tax by an alteration in the value of noney, for an
alteration in the value of noney mght sink all the taxed cormmopdities to
their former price, but the untaxed one would sink below its former

| evel ; and, therefore, though the farnmer woul d purchase his

commodities at the sane price as before, he would have | ess noney with
whi ch to purchase them

The | andl ord, too, would be precisely in the sane situation, he would
have the sane corn, and the sane noney-rent as before, if all
commodities rose in price, and noney renmi ned at the sanme val ue; and
he woul d have the sane corn, but a less noney-rent, if all comodities
renmai ned at the same price: so that in either case, though his incone
were not directly taxed, he would indirectly contribute towards the
nmoney rai sed.

But suppose the profits of the farner to be also taxed, he then would be
in the sane situation as other traders: his raw produce would rise, so that
he woul d have the sane nobney revenue, after paying the tax, but he
woul d pay an additional price for all the comodities he consunmed, raw
produce i ncl uded.

Hi s |l andl ord, however, would be differently situated, he would be
benefited by the tax on his tenant's profits, as he would be conpensated
for the additional price at which he would purchase his nanufactured



commodities, if they rose in price; and he woul d have the sanme noney
revenue, if in consequence of a rise in the value of noney, commodities

sold at their forner price. Atax on the profits of the farner, is not a tax
proportioned to the gross produce of the land, but to its net produce,

after the paynent of rent, wages, and all other charges. As the

cultivators of the different kinds of land, No. 1, 2 and 3, enploy

precisely the sane capitals, they will get precisely the sane profits,

what ever may be the quantity of gross produce, which one nmay obtain

nmore than the other. and consequently they will be all taxed alike.

Suppose the gross produce of the |land of the quality No. 1 to be 180 qrs.
that of No. 2, 170 grs., and of No. 3, 160, and each to be taxed 10
quarters, the difference between the produce of No. 1, No. 2 and No. 3,
after paying the tax, will be the sane as before; for if No. 1 be reduced to
170, No. 2 to 160, and No. 3 to 150 qrs; the difference between 3 and 1

will be as before, 20 grs.; and of No. 3 and No. 2, 10 qgrs. If, after the tax
the prices of corn and of every other conmmobdity should renain the sane

as before, noney rent as well as corn rent, would continue unaltered; but

if the price of corn, and every other comvodity should rise in

consequence of the tax, noney rent will also rise in the sane proportion

If the price of corn were =A34 per quarter, the rent of No. 1 would be A380
and that of No. 2, =A340; but if corn rose five per cent, or to =A34 4s., rent
woul d also rise five per cent, for twenty quarters of corn would then be
worth =A384, and ten quarters =A342; so that in every case the landlord wll
be unaffected by such a tax. Atax on the profits of stock always | eaves
corn rent unaltered, and therefore noney rent varies with the price of

corn; but a tax on raw produce, or tithes, never |eaves corn rent

unal tered, but generally |eaves noney rent the sane as before. In

anot her part of this work | have observed, that if a |land-tax of the sane
nmoney anount, were laid on every kind of land in cultivation, wthout

any allowance for difference of fertility, it would be very unequal inits
operation, as it would be a profit to the landlord of the nore fertile
lands. It would raise the price of corn in proportion to the burden borne

by the farner of the worst land; but this additional price being obtained
for the greater quantity of produce yielded by the better |and, farmers of
such |l and woul d be benefited during their |eases, and afterwards, the
advantage would go to the landlord in the formof an increase of rent.

The effect of an equal tax on the profits of the farner is precisely the
same; it raises the noney rent of the landlords, if noney retains the sane
val ue; but as the profits of all other trades are taxed as well as those of
the farnmer, and consequently the prices of all goods, as well as corn, are
rai sed, the landlord | oses as nuch by the increased noney price of the

goods and corn on which his rent is expended, as he gains by the rise of

his rent. If noney should rise in value, and all things should, after a tax
on the profits of stock, fall to their former prices, rent also would be the
same as before. The | andlord woul d receive the sane noney rent, and

woul d obtain all the compdities on which it was expended at their

fornmer price; so that under all circunstances he woul d continue

unt axed. (26*)

This circunmstance is curious. By taxing the profits of the farmer you
do not burthen himnore than if you exenpted his profits fromthe tax,
and the landlord has a decided interest that his tenants' profits should be
taxed, as it is only on that condition that he hinself continues really
unt axed.

A tax on the profits of capital would also affect the stockholder if all
commodities were to rise in proportion to the tax, although his dividends
continued untaxed; but if, fromthe alteration in the value of noney, all
commodities were to sink to their former price, the stock-hol der would
pay nothing towards the tax; he would purchase all his conmodities at
the sane price, but would still receive the sane noney dividend.

If it be agreed, that by taxing the profits of one manufacturer only, the



price of his goods would rise, to put himon an equality with all other
manuf acturers; and that by taxing the profits of two nmanufacturers, the
prices of two descriptions of goods nust rise, | do not see howit can be
di sputed, that by taxing the profits of all manufacturers, the prices of
all goods would rise, provided the m ne which supplied us with noney,
were in this country, and continued untaxed. But as noney, or the
standard of noney, is a commodity inported from abroad, the prices of

all goods could not rise; for such an effect could not take place without
an additional quantity of noney, (27*) which could not be obtained in
exchange for dear goods, as was shewn on page 124. If, however, such a
rise could take place, it could not be permanent, for it would have a
powerful influence on foreign trade. In return for comodities

i mported, those dear goods could not be exported, and therefore we

should for a time continue to buy, although we ceased to sell; and should
export noney, or bullion, till the relative prices of conmodities were
nearly the sanme as before. It appears to ne absolutely certain, that a well
regulated tax on profits, would ultinately restore commodities both of
hone and foreign manufacture, to the sanme noney price which they

bore before the tax was inposed.

As taxes on raw produce, tithes, taxes on wages, and on the necessaries
of the | abourer, will, by raising wages, lower profits, they will all,
though not in an equal degree, be attended with the sane effects.

The di scovery of machinery, which materially inproves hone
manuf actures, always tends to raise the relative value of noney, and
therefore to encourage its inportation. Al taxation, all increased
i mpedi nents, either to the manufacturer, or the grower of commoditi es,
tend, on the contrary, to lower the relative value of noney, and therefore
to encourage its exportation.

Chapter 16
Taxes on \Wages

TAXES on wages wi |l raise wages, and therefore will dininish the rate

of the profits of stock. W have already seen that a tax on necessaries
will raise their prices, and will be followed by a rise of wages. The only
di fference between a tax on necessaries, and a tax on wages is, that the
former will necessarily be acconpanied by a rise in the price of
necessaries, but the latter will not; towards a tax on wages,

consequently, neither the stock-holder, the landl ord, nor any other class
but the enployers of labour will contribute. A tax on wages is wholly a
tax on profits, a tax on necessaries is partly a tax on profits, and partly a
tax on rich consuners. The ultimate effects which will result from such
taxes then, are precisely the sane as those which result froma direct tax
on profits.

' The wages of the inferior classes of workmen,' says Adam Smith, 'I
have endeavoured to shew in the first book, are every where necessarily
regul ated by two different circunstances; the demand for |abour, and
the ordinary or average price of provisions. The demand for | abour
according as it happens to be either increasing, stationary, or declining,
or to require an increasing, stationary, or declining population
regul ates the subsistence of the | abourer, and determines in what degree
it shall be either liberal, noderate, or scanty. The ordinary or average
price of provisions determ nes the quantity of noney which nust be
paid to the workman, in order to enable him one year with another, to
purchase this liberal, noderate, or scanty subsistence. Wile the
demand for | abour, and the price of provisions, therefore, remain the
same, a direct tax upon the wages of |abour can have no other effect than
to rai se them sonewhat hi gher than the tax.

To the proposition, as it is here advanced by Dr Smith, M Buchanan



offers two objections. First, he denies that the noney wages of |abour are
regul ated by the price of provisions; and secondly, he denies that a tax
on the wages of |abour would raise the price of labour. On the first point,
M Buchanan's argunent is as foll ows, page 59:, The wages of |abour, it
has al ready been renarked, consist not in noney, but in what noney
purchases, nanely, provisions and ot her necessaries; and the all owance

of the I abourer out of the comon stock, will always be in proportion to
the supply. Were provisions are cheap and abundant, his share will be
the larger; and where they are scarce and dear, it will be the less. His
wages will always give himhis just share, and they cannot give him

nmore. It is an opinion, indeed, adopted by Dr Smith and nost other
witers, that the noney price of |labour is regulated by the noney price
of provisions, and that when provisions rise in price, wages rise in
proportion. But it is clear that the price of |abour has no necessary
connexion with the price of food, since it depends entirely on the supply
of labourers conpared with the denmand. Besides, it is to be observed,

that the high price of provisions is a certain indication of a deficient
supply, and arises in the natural course of things, for the purpose of
retarding the consunption. A snaller supply of food, shared anong the
same nunber of consuners, will evidently |eave a smaller portion to

each, and the | abourer nust bear his share of the common want. To
distribute this burden equally, and to prevent the | abourer from
consumi ng subsi stence so freely as before, the price rises. But wages it
seenms nust rise along with it, that he may still use the same quantity of
a scarcer commodity; and thus nature is represented as counteracting

her own purposes: first, raising the price of food, to dimnish the
consunption, and afterwards, raising wages to give the |abourer the

same supply as before.

In this argument of M Buchanan, there appears to ne to be a great
m xture of truth and error. Because a high price of provisions is
somet i nes occasi oned by a deficient supply, M Buchanan assunes it as
a certain indication of deficient supply. He attributes to one cause
excl usively, that which may arise fromnmany. It is undoubtedly true,
that in the case of a deficient supply, a smaller quantity will be shared
anong the sanme nunber of consuners, and a snaller portion will fall to
each. To distribute this privation equally, and to prevent the |abourer
from consumi ng subsistence so freely as before, the price rises. It nust,
therefore, be conceded to M Buchanan, that any rise in the price of
provi sions, occasioned by a deficient supply, will not necessarily raise
t he noney wages of |abour, as the consunption nust be retarded; which
can only be effected by dininishing the power of the consuners to
purchase. But, because the price of provisions is raised by a deficient
supply, we are by no neans warranted in concluding, as M Buchanan
appears to do, that there may not be an abundant supply, with a high
price; not a high price with regard to noney only, but with regard to all
ot her things.

The natural price of comodities, which always ultimtely governs
their market price, depends on the facility of production; but the
quantity produced is not in proportion to that facility. Al though the
| ands, which are now taken into cultivation, are much inferior to the
lands in cultivation three centuries ago, and, therefore, the difficulty of
production is increased, who can entertain any doubt, but that the
quantity produced now, very far exceeds the quantity then produced?

Not only is a high price conpatible with an increased supply, but it
rarely fails to acconpany it. If, then, in consequence of taxation, or of
difficulty of production, the price of provisions be raised, and the
quantity be not dininished, the noney wages of |abour will rise; for, as
M Buchanan has justly observed, 'The wages of |abour consist not in
nmoney, but in what noney purchases, nanely, provisions and other
necessaries; and the allowance of the |abourer out of the conmon stock



will always be in proportion to the supply.

Wth respect to the second point, whether a tax on the wages of | abour
woul d raise the price of |abour, M Buchanan says, 'After the |abourer
has received the fair reconpense of his |abour, how can he have recourse
on his enployer, for what he is afterwards conpelled to pay away in
taxes? There is no law or principle in human affairs to warrant such a
concl usion. After the | abourer has received his wages, they are in his
own keeping, and he nust, as far as he is able, bear the burthen of
what ever exactions he may ever afterwards be exposed to: for he has
clearly no way of conpelling those to reinburse him who have al ready
paid himthe fair price of his work.'" M Buchanan has quoted, with
great approbation, the follow ng able passage from M Malthus's work
on popul ati on, which appears to ne conpletely to answer his objection.
The price of |abour, when left to find its natural level, is a nost
i mportant political baroneter, expressing the relation between the
supply of provisions, and the demand for them between the quantity to
be consuned, and the nunber of consuners; and, taken on the average,
i ndependently of accidental circunstances, it further expresses, clearly,
the wants of the society respecting population; that is, whatever nay be
the nunber of children to a nmarriage necessary to naintain exactly the
present popul ation, the price of |abour will be just sufficient to support
this nunber, or be above it, or belowit, according to the state of the rea
funds, for the nmintenance of |abour, whether stationary, progressive, or
retrograde. Instead, however, of considering it in this light, we consider
it as sonet hing which we nmay raise or depress at pleasure, sonething
whi ch depends principally on his Majesty's justices of the peace. Wen
an advance in the price of provisions already expresses that the denand
is too great for the supply, in order to put the |abourer in the sane
condition as before, we raise the price of |abour, that is, we increase the
demand, and are then nuch surprised, that the price of provisions
continues rising. In this, we act nmuch in the sane nanner, as if, when
the quicksilver in the conmon weat her glass, stood at storny, we were to
raise it by sonme forcible pressure to settled fair, and then be greatly
astoni shed that it continued raining.

"The price of labour will express, clearly, the wants of the society
respecting population;, it will be just sufficient to support the
popul ation, which at that tine the state of the funds for the nai ntenance
of labourers, requires. If the | abourer's wages were before only adequate

to supply the requisite population, they will, after the tax, be inadequate
to that supply, for he will not have the sanme funds to expend on his
fam ly. Labour will, therefore, rise, because the demand continues, and

it is only by raising the price, that the supply is not checked.

Not hing is nore common, than to see hats or nalt rise when taxed;
they rise because the requisite supply would not be afforded if they did
not rise: so with | abour, when wages are taxed, its price rises, because if
it did not, the requisite population would not be kept up. Does not M
Buchanan allow all that is contended for, when he says, that 'were he
(the | abourer) indeed reduced to a bare all owance of necessaries, he
woul d then suffer no further abatenent of his wages, as he could not on
such conditions continue his race?' Suppose the circunstances of the
country to be such, that the | owest | abourers are not only called upon to
continue their race, but to increase it; their wages would be regul ated
accordingly. Can they nmultiply in the degree required, if a tax takes
fromthema part of their wages, and reduces themto bare necessaries?

It is undoubtedly true, that a taxed comodity will not rise in
proportion to the tax, if the demand for it dimnish, and if the quantity
cannot be reduced. If netallic noney were in general use, its value
woul d not for a considerable tinme be increased by a tax, in proportion to
the amount of the tax, because at a higher price, the denmand woul d be
di m ni shed, and the quantity would not be dininished; and



unquestionably the same cause frequently influences the wages of

| abour; the number of |abourers cannot be rapidly increased or

di m ni shed in proportion to the increase or dininution of the fund

which is to enploy them but in the case supposed, there is no necessary
di mi nution of demand for |abour, and if dimnished, the denmand does

not abate in proportion to the tax. M Buchanan forgets that the fund
raised by the tax, is enployed by Governnent in naintaining | abourers,
unproductive indeed, but still |abourers. |If |abour were not to rise when
wages are taxed, there would be a great increase in the conpetition for

| abour, because the owners of capital, who would have nothing to pay
towards such a tax, would have the sane funds for enploying | abour
whi | st the Governnent who received the tax woul d have an additiona

fund for the sane purpose. Governnent and the people thus becone
conpetitors, and the consequence of their conpetitionis arise in the
price of |abour. The sane nunber of nen only will be enployed, but

they will be enployed at additional wages. If the tax had been laid at
once on the people of capital, their fund for the maintenance of |abour
woul d have been dimnished in the very sane degree that the fund of
Governnent for that purpose had been increased; and therefore there
woul d have been no rise in wages; for though there would be the sane
demand, there would not be the same conpetition. If when the tax were

| evied, Government at once exported the produce of it as a subsidy to a
foreign State, and if therefore these funds were devoted to the

mai nt enance of foreign, and not of English |abourers, such as soldiers,
sailors, &. &c.; then, indeed, there would be a dim nished demand for

| abour, and wages ni ght not increase, although they were taxed; but the
same thing would happen if the tax had been laid on consunabl e
commodities, on the profits of stock, or if in any other manner the sane
sum had been raised to supply this subsidy. |ess |abour could be

enpl oyed at hone. |In one case wages are prevented fromrising, in the
other they nust absolutely fall. But suppose the anpbunt of a tax on
wages were, after being raised on the | abourers, paid gratuitously to
their enployers, it would increase their noney fund for the naintenance
of labour, but it would not increase either conmodities or |abour. It
woul d consequently increase the conpetition anongst the enployers of

| abour, and the tax would be ultimately attended with no loss either to
master or | abourer. The nmaster woul d pay an increased price for |abour
the addition which the | abourer received would be paid as a tax to
governnent, and would be again returned to the nmasters. It nust,

however, not be forgotten, that the produce of taxes is generally
wast ef ul | y expended, they are always obtai ned at the expense of the
peopl e's conforts and enjoynents, and comonly either dimnish

capital or retard its accunulation. By dimnishing capital they tend to
di m nish the real fund destined for the maintenance of |abour. and
therefore to dimnish the real demand for it. Taxes then, generally, as far
as they inpair the real capital of the country, dimnish the demand for

| abour, and therefore it is a probable, but not a necessary, nor a peculiar
consequence of a tax on wages, that though wages would rise, they

would not rise by a sum precisely equal to the tax.

Adam Snith, as we have seen, has fully allowed that the effect of a tax
on wages, would be to raise wages by a sumat |east equal to the tax, and
would be finally, if not imediately, paid by the enployer of |abour
Thus far we fully agree; but we essentially differ in our views of the
subsequent operation of such a tax.

"A direct tax upon the wages of |abour, therefore,, says Adam Snith,
"though the | abourer mght perhaps pay it out of his hand, could not
properly be said to be even advanced by him at least if the demand for
| abour and the average price of provisions renained the sane after the
tax as before it. In all such cases, not only the tax but sonething nore
than the tax, would in reality be advanced by the person who



i medi ately enpl oyed him The final paynment would in different cases
fall upon different persons. The rise which such a tax m ght occasion in
t he wages of manufacturing | abour, would be advanced by the naster
manuf acturer, who would be entitled and obliged to charge it with a
profit, upon the price of his goods. The rise which such a tax night
occasion in country | abour, would be advanced by the farner, who, in
order to maintain the same nunber of |abourers as before, would be
obliged to enploy a greater capital. In order to get back this greater
capital, together with the ordinary profits of stock, it would be
necessary that he should retain a | arger portion, or what conmes to the
same thing, the price of a |arger portion, of the produce of the |land, and
consequently that he should pay less rent to the |landlord. The fina
paynent of this rise of wages would in this case fall upon the |andlord,
together with the additional profits of the farner who had advanced it.
In all cases a direct tax upon the wages of |abour nmust, in the long run
occasion both a greater reduction in the rent of land, and a greater rise
in the price of manufactured goods, than would have foll owed, fromthe
proper assessnent of a sumequal to the produce of the tax, partly upon
the rent of land, and partly upon consumabl e comodities.' Vol. iii. p.
337. In this passage it is asserted that the additional wages paid by
farmers will ultimately fall on the landlords, who will receive a
di m ni shed rent; but that the additional wages paid by manufacturers
will occasion a rise in the price of nmanufactured goods, and will
therefore fall on the consunmers of those commoditi es.

Now, suppose a society to consist of |andlords, manufacturers,
farners and | abourers, the labourers, it is agreed, would be reconpensed
for the tax; - but by whon? - who would pay that portion which did not
fall on the landlords? - the manufacturers could pay no part of it; for if
the price of their comodities should rise in proportion to the additiona
wages they paid, they would be in a better situation after than before the
tax. If the clothier, the hatter, the shoe-nmaker, &c., should be each able
to raise the price of their goods 10 per cent, - supposing 10 per cent to
reconpense them conpletely for the additional wages they paid, - if, as
Adam Snith says, 'they would be entitled and obliged to charge the

addi tional wages with a profit upon the price of their goods,, they could
each consunme as much as before of eaCh other's goods, and therefore

they woul d pay nothing towards the tax. If the clothier paid nore for his
hats and shoes, he would receive nore for his cloth, and if the hatter
paid nore for his cloth and shoes, he would receive nore for his hats. Al
manuf act ured conmoditi es then woul d be bought by themw th as nuch

advant age as before, and inasmuch as corn would not be raised in price
which is Dr Snmith's supposition whilst they had an additional sumto

lay out upon its purchase, they would be benefited, and not injured by
such a tax.

If then neither the | abourers nor the manufacturers would contribute
towards such a tax; if the farmers would be al so reconpensed by a fall of
rent, |andlords alone nmust not only bear its whole weight, but they nust
al so contribute to the increased gains of the manufacturers. To do this,
however, they should consune all the manufactured commodities in the
country, for the additional price charged on the whole mass is little
more than the tax originally inposed on the | abourers in nmanufactures.

Now it will not be disputed that the clothier, the hatter, and all other
manuf acturers, are consumers of each other's goods; it will not be
di sputed that |abourers of all descriptions consune soap, cloth, shoes,
candl es, and various other comvpdities; it is therefore inpossible that
t he whol e wei ght of these taxes should fall on |andlords only.

But if the | abourers pay no part of the tax, and yet manufactured
conmodities rise in price, wages nust rise, not only to conpensate them
for the tax, but for the increased price of manufactured necessaries,
which, as far as it affects agricultural |abour, will be a new cause for the



fall of rent; and, as far as it affects manufacturing |abour, for a further
rise in the price of goods. This rise in the price of goods will again
operate on wages, and the action and re-action first of wages on goods,

and then of goods on wages, will be extended wi thout any assignable

limts. The arguments by which this theory is supported, lead to such
absurd conclusions, that it may at once be seen that the principle is

whol Iy i ndef ensi bl e.

Al'l the effects which are produced on the profits of stock and the
wages of | abour, by a rise of rent and a rise of necessaries, in the natura
progress of society, and increasing difficulty of production, wll
equally follow froma rise of wages. in consequence of taxation; and,
therefore, the enjoynments of the | abourer, as well as those of his
enpl oyers, will be curtailed by the tax; and not by this tax particularly,
but by every other which should raise an equal anmount, as they woul d
all tend to dimnish the fund destined for the maintenance of | abour

The error of Adam Smith proceeds in the first place from supposing,
that all taxes paid by the farmer nust necessarily fall on the landlord, in
the shape of a deduction fromrent. On this subject, | have expl ai ned
mysel f nost fully, and | trust that it has been shewn, to the satisfaction
of the reader, that since nmuch capital is enployed on the | and which
pays no rent, and since it is the result obtained by this capital which
regul ates the price of raw produce, no deduction can be nmade fromrent;
and, consequently, either no remuneration will be nmade to the farmer
for a tax on wages, or if made, it nust be made by an addition to the
price of raw produce

If taxes press unequally on the farmer, he will be enabled to raise the
price of raw produce, to place hinself on a level with those who carry on
other trades; but a tax on wages, which would not affect himnore than
it would affect any other trade, could not be renoved or conpensated by
a high price of raw produce; for the same reason which shoul d induce
himto raise the price of corn, namely, to renmunerate hinself for the tax,
woul d i nduce the clothier to raise the price of cloth, the shoenaker
hatter, and upholsterer, to raise the price of shoes, hats, and furniture.

If they could all raise the price of their goods, so as to remunerate
thenselves, with a profit, for the tax; as they are all consuners of each
other's commodities, it is obvious that the tax could never be paid; for
who would be the contributors if all were conpensated?

I hope, then, that | have succeeded in shew ng, that any tax which
shal |l have the effect of raising wages, will be paid by a dimnution of
profits, and, therefore, that a tax on wages is in fact a tax on profits.

This principle of the division of the produce of |abour and capital
bet ween wages and profits, which | have attenpted to establish, appears
to ne so certain, that excepting in the i mediate effects, | should think
it of little inportance whether the profits of stock, or the wages of
| abour, were taxed. By taxing the profits of stock, you would probably
alter the rate at which the funds for the maintenance of | abour increase,
and wages woul d be disproportioned to the state of that fund, by being
too high. By taxing wages, the reward paid to the | abourer would al so be
di sproportioned to the state of that fund, by being too low. In the one
case by a fall, and in the other by a rise in noney wages, the natura
equi | i brium between profits and wages would be restored. A tax on
wages, then, does not fall on the landlord, but it falls on the profits of
stock: it does not 'entitle and oblige the naster manufacturer to charge
it with a profit on the prices of his goods,' for he will be unable to
increase their price, and therefore he nust hinself wholly and w t hout
compensation pay such a tax. (28*)

If the effect of taxes on wages be such as | have described, they do not
merit the censure cast upon themby Dr Smith. He observes of such
taxes, 'These, and sone other taxes of the sane kind, by raising the price
of labour, are said to have ruined the greater part of the manufactures of



Hol land. Simlar taxes, though not quite so heavy, take place in the

M| anese, in the states of Genoa, in the duchy of Mdena, in the duchies
of Parma, Placentia, and Cuastalla, and in the ecclesiastical states. A
French author of sonme note, has proposed to reformthe finances of his
country, by substituting in the roomof other taxes, this nost ruinous of
all taxes. "There is nothing so absurd," says Cicero, "which has not
someti nes been asserted by sone phil osophers.”, And in another place

he says: 'taxes upon necessaries, by raising the wages of |abour
necessarily tend to raise the price of all manufactures, and consequently
to dimnish the extent of their sale and consunption.' They woul d not
merit this censure, even if Dr Smith's principle were correct, that such
taxes woul d enhance the prices of manufactured commodities; for such

an effect could be only tenporary, and woul d subject us to no

di sadvantage in our foreign trade. If any cause should raise the price of
a few manufactured comodities, it would prevent or check their
exportation; but if the sane cause operated generally on all, the effect
woul d be nmerely nominal, and would neither interfere with their

relative value, nor in any degree dininish the stinulus to a trade of
barter, which all comrerce, both foreign and donestic, really is.

| have already attenpted to shew, that when any cause raises the
prices of all commodities, the effects are nearly simlar to a fall in the
val ue of noney. If noney falls in value, all comobdities rise in price;
and if the effect is confined to one country, it will affect its foreign
comrerce in the sane way as a high price of conmodities caused by
general taxation; and, therefore, in examning the effects of a | ow val ue
of nmoney confined to one country, we are also exanining the effects of a
hi gh price of cormodities confined to one country. |ndeed, Adam
Smith was fully aware of the resenbl ance between these two cases, and
consistently nmintained that the | ow value of noney, or, as he calls it, of
silver in Spain, in consequence of the prohibition against its
exportation, was very highly prejudicial to the manufactures and
foreign cormerce of Spain. 'But that degradation in the value of silver
whi ch being the effect either of the peculiar situation, or of the politica
institutions of a particular country, takes place only in that country, is a
matter of very great consequence, which, far fromtending to make any
body really richer, tends to nmake every body really poorer. The rise in
the nmoney price of all commpdities, which is in this case peculiar to that
country, tends to discourage nore or |less every sort of industry which is
carried on within it, and to enable foreign nations, by furnishing al nost
all sorts of goods for a snmaller quantity of silver than its own worknen
can afford to do, to undersell themnot only in the foreign, but even in
the hone market.' Vol. ii. page 278.

One, and | think the only one, of the disadvantages of a | ow val ue of
silver in a country, proceeding froma forced abundance, has been ably
explained by Dr Snith. If the trade in gold and silver were free, 'the
gold and silver which would go abroad, would not go abroad for
not hi ng, but would bring back an equal val ue of goods of sone kind or
anot her. Those goods, too, would not be all matters of nmere |uxury and
expense, to be consuned by idle people, who produce nothing in return
for their consunption. As the real wealth and revenue of idle people
woul d not be augnented by this extraordi nary exportation of gold and
silver, so would neither their consunpti on be augnented by it. Those
goods woul d, probably the greater part of them and certainly sone part
of them consist in materials, tools, and provisions, for the enpl oynent
and nai ntenance of industrious people, who would reproduce with a
profit, the full value of their consunption. A part of the dead stock of
the society would thus be turned into active stock, and would put into
notion a greater quantity of industry than had been enpl oyed before.

By not allowing a free trade in the precious netals when the prices of
commpdities are raised, either by taxation, or by the influx of the



precious netals, you prevent a part of the dead stock of the society from
being turned into active stock - you prevent a greater quantity of

i ndustry from bei ng enployed. But this is the whol e anount of the evil;

an evil never felt by those countries where the exportation of silver is
ei ther allowed or connived at.

The exchanges between countries are at par only, whilst they have
precisely that quantity of currency which in the actual situation of
things they should have to carry on the circulation of their commudities.
If the trade in the precious netals were perfectly free, and noney coul d
be exported without any expense whatever, the exchanges could be no
otherwise in every country than at par. If the trade in the precious
metals were perfectly free, if they were generally used in circulation
even with the expenses of transporting them the exchange coul d never
in any of them deviate nore frompar, than by these expenses. These
principles, |I believe, are now no where disputed. If a country used paper
nmoney, not exchangeabl e for specie, and, therefore, not regul ated by
any fixed standard, the exchanges in that country m ght deviate from
par, in the same proportion as its noney night be nmultiplied beyond
that quantity which would have been allotted to it by genera
commerce, if the trade in noney had been free, and the precious netals
had been used, either for noney, or for the standard of noney.

If by the general operations of conmerce, 10 nmillions of pounds
sterling, of a known wei ght and fineness of bullion, should be the

portion of England, and 10 millions of paper pounds were substituted,

no ef fect would be produced on the exchange; but if by the abuse of the
power of issuing paper noney, 11 nmillions of pounds should be

enpl oyed in the circulation, the exchange would be 9 per cent agai nst
England; if 12 millions were enpl oyed, the exchange would be 16 per

cent; and if 20 millions, the exchange woul d be 50 per cent agai nst

Engl and. To produce this effect it is not, however, necessary that paper
money shoul d be enpl oyed: any cause which retains in circulation a
greater quantity of pounds than would have circul ated, if commerce

had been free, and the precious nmetals of a known wei ght and fineness

had been used, either for noney, or for the standard of noney, would
exactly produce the sane effects. Suppose that by clipping the noney,
each pound did not contain the quantity of gold or silver which by I aw

it should contain, a greater nunber of such pounds m ght be enpl oyed
inthe circulation, than if they were not clipped. If fromeach pound one
tenth were taken away, 11 millions of such pounds m ght be used instead
of 10; if two tenths were taken away, 12 millions m ght be enpl oyed;

and if one half were taken away, 20 millions m ght not be found
superfluous. If the latter sumwere used instead of 10 nillions, every
conmmodity in England woul d be raised to double its forner price, and

t he exchange woul d be 50 per cent against England; but this would
occasi on no disturbance in foreign comerce, nor discourage the

manuf acture of any one commodity. If, for exanple, cloth rose in

Engl and from =A320 to =A340 per piece, we should just as freely export it
after as before the rise, for a conpensation of 50 per cent woul d be nade
to the foreign purchaser in the exchange; so that with =A320 of his noney,
he could purchase a bill which would enable himto pay a debt of =A340 in
Engl and. I n the sane nanner if he exported a conmodity which cost

=A320 at hone, and which sold in England for =A340 he woul d only receive
=A320, for =A340 in England would only purchase a bill for =A320 on a foreign
country. The same effects would follow from whatever cause 20 nillions
could be forced to performthe business of circulation in England, if 10
nmllions only were necessary. If so absurd a law, as the prohibition of
the exportation of the precious netals, could be enforced, and the
consequence of such prohibition were to force 1 nillions of good

pounds, fresh fromthe nmint, instead of 10, into circulation, the
exchange woul d be 9 per cent against England; if 12 nmillions, 16 per



cent; and if 20 millions, 50 per cent against England. But no

di scouragenment woul d be given to the manufactures of England; if

hone commmodities sold at a high price in England, so would foreign
commodi ties; and whether they were high or low would be of little

i mportance to the foreign exporter and inporter, whilst he would, on the
one hand, be obliged to allow a conpensation in the exchange when his
commodities sold at a dear rate, and would receive the sane
compensati on, when he was obliged to purchase English conmodities at

a high price. The sol e di sadvantage, then, which could happen to a
country fromretaining, by prohibitory laws, a greater quantity of gold
and silver in circulation than would otherw se remain there, would be
the I oss which it would sustain fromenploying a portion of its capita
unproductively, instead of enploying it productively. In the form of
money this capital is productive of no profit; in the formof materials,
machi nery, and food, for which it m ght be exchanged, it would be
productive of revenue, and would add to the wealth and the resources of
the State. Thus then, | hope, | have satisfactorily proved, that a
comparatively low price of the precious netals, in consequence of
taxation, or, in other words, a generally high price of commodities,
woul d be of no disadvantage to a State, as a part of the nmetals would be
exported, which, by raising their value, would again | ower the prices of
commodities. And further, that if they were not exported, if by
prohibitory laws they could be retained in a country, the effect on the
exchange woul d count erbal ance the effect of high prices. If, then, taxes
on necessaries and on wages would not raise the prices of all

comodi ties on which | abour was expended, they cannot be condemmed

on such grounds; and noreover, even if the opinion given by Adam

Smith, that they would have such an effect were well founded, they

woul d be in no degree injurious on that account. They would be

obj ectionable for no other reason than those which m ght be justly urged
agai nst taxes of any other description.

The | andl ords, as such, would be exenpted fromthe burden of the tax;
but as far as they directly enployed | abour in the expenditure of their
revenues, by supporting gardeners, nenial servants, &c. they would be
subject to its operation.

It is undoubtedly true, that 'taxes upon |luxuries have no tendency to
raise the price of any other commodities, except that of the comodities
taxed;, but it is not true, 'that taxes upon necessaries, by raising the
wages of | abour, necessarily tend to raise the price of all manufactures.
It is true, that 'taxes upon luxuries are finally paid by the consunmers of
the commodities taxed, without any retribution. They fall indifferently
upon every species of revenue, the wages of |abour, the profits of stock
and the rent of land;, but it is not true, 'that taxes upon necessaries, So
far as they affect the |abouring poor, are finally paid partly by
I andl ords in the dimnished rent of their lands, and partly by rich
consumers, whether |andlords or others, in the advanced price of
manuf actured goods;' for, so far as these taxes affect the |abouring poor
they will be al nost wholly paid by the dimnished profits of stock, a
smal |l part only being paid by the | abourers thenselves in the
di m ni shed demand for | abour, which taxation of every kind has a
tendency to produce.

It is fromDr Smith's erroneous view of the effect of those taxes, that
he has been led to the conclusion, that 'the mddling and superior ranks
of people, if they understood their own interest, ought always to oppose
all taxes upon the necessaries of life, as well as all direct taxes upon the
wages of | abour.' This conclusion follows fromhis reasoning, 'that the
final payment of both one and the other falls altogether upon
t hensel ves, and always with a consi derabl e overcharge. They fal
heavi est upon the | andl ords, (29*) who always pay in a double capacity;
in that of landlords, by the reduction of their rent, and in that of rich



consuners, by the increase of their expense. The observation of Sir
Matt hew Decker, that certain taxes are, in the price of certain goods
soneti nes repeated and accunul ated four or five tines, is perfectly just
with regard to taxes upon the necessaries of life. In the price of |eather,
for exanple, you nmust pay, not only for the tax upon the |eather of your
own shoes, but for a part of that upon those of the shoenaker and the
tanner. You nust pay, too, for the tax upon the salt, upon the soap, and
upon the candl es, which those workmen consune while enployed in
your service, and for the tax upon the |eather, which the saltnmaker, the
soap- naker, and the candl e-naker consune, while enployed in their
servi ce.

Now as Dr Smith does not contend that the tanner, the saltnmaker, the
soap- naker, and the candl e-naker, will either of them be benefited by

the tax on | eather, salt, soap, and candles; and as it is certain, that
Government will receive no nore than the tax inposed, it is inmpossible

to conceive, that nore can be paid by the public upon whonsoever the

tax may fall. The rich consumers may, and indeed will, pay for the poor
consumner, but they will pay no nore than the whol e anount of the tax;

and it is not in the nature of things, that 'the tax should be repeated and
accurul ated four or five tines.'

A system of taxation may be defective; nore may be raised fromthe
peopl e, than what finds its way into the coffers of the State, as a part, in
consequence of its effect on prices, may possibly be received by those
who are benefited by the peculiar node in which taxes are laid. Such
taxes are pernicious, and should not be encouraged; for it nmay be laid
down as a principle, that when taxes operate justly, they conformto the
first of Dr Smith's maxins, and raise fromthe people as little as possible
beyond what enters into the public treasury of the State. M Say says,
"others offer plans of finance, and propose nmeans for filling the coffers
of the sovereign, w thout any charge to his subjects. But unless a plan of
finance is of the nature of a comercial undertaking, it cannot give to
Governnment nore than it takes away, either fromindividuals or from
Government itself, under sonme other form Sonething cannot be nade
out of nothing, by the stroke of a wand. In whatever way an operation
may be di sgui sed, whatever forns we nmay constrain a value to take,
what ever net anorphosis we may nmake it undergo, we can only have a
val ue by creating it, or by taking it fromothers. The very best of al
plans of finance is to spend little, and the best of all taxes is, that which
is the least in anpunt.

Dr Smith uniformy, and | think justly, contends, that the |abouring
cl asses cannot materially contribute to the burdens of the State. A tax on
necessaries, or on wages, will therefore be shifted fromthe poor to the
rich: if then the meaning of Dr Smith is, 'that certain taxes are in the
price of certain goods sonetinmes repeated, and accunul ated four or five
times,' for the purpose only of acconplishing this end, nanely, the
transference of the tax fromthe poor to the rich, they cannot be liable to
censure on that account.

Suppose the just share of the taxes of a rich consunmer to be =A3100 and
that he would pay it directly, if the tax were laid on inconme, on w ne, or
no any other luxury; he would injury if by the taxation of necessaries, he
shoul d be only called upon for the paynent of =A325, as far as his own
consunption of necessaries, and that of his fanmly was concerned, but
shoul d be required to repeat this tax three tines, by paying an
additional price for other cormodities to remunerate the |abourers, or
their enployers, for the tax which they have been called upon to
advance. Even in that case the reasoning is inconclusive: for if there be
no nore paid than what is required by Governnent; of what inportance
can it be to the rich consunmer, whether he pay the tax directly, by
payi ng an increased price for an object of luxury, or indirectly, by
payi ng an increased price for the necessaries and other comodities he



consunmes? |If nore be not paid by the people, than what is received by
Governnent, the rich consunmer will only pay his equitable share; if
more i s paid, Adam Smith should have stated by whomit is received,
but his whole argunent is founded in error, for the prices of

commodi ties woul d not be raised by such taxes.

M Say does not appear to ne to have consistently adhered to the
obvi ous principle, which | have quoted fromhis able work; for in the
next page, speaking of taxation, he says, 'Wen it is pushed too far, it
produces this lamentable effect, it deprives the contributor of a portion
of his riches, without enriching the State. This is what we may
comprehend, if we consider that every man's power of consum ng,
whet her productively or not, is limted by his income. He cannot then be
deprived of a part of his incone, w thout being obliged proportionally
to reduce his consunption. Hence arises a dimnution of demand for
t hose goods, which he no | onger consunes, and particularly for those on
which the tax is inmposed. Fromthis dimnution of demand, there results
a dimnution of production, and consequently of taxable commodities.

The contributor then will lose a portion of his enjoynents; the producer
a portion of his profits; and the treasury, a portion of its receipts.

M Say instances the tax on salt in France, previous to the revolution
whi ch, he says, dimnished the production of salt by one half. If,
however, |less salt was consuned, |ess capital was enployed in
producing it; and, therefore, though the producer woul d obtain |ess
profit on the production of salt, he would obtain nmore on the production
of other things. If a tax, however burdensone it may be, falls on
revenue, and not on capital, it does not dimnish demand, it only alters
the nature of it. It enables Governnent to consune as nmuch of the
produce of the |and and | abour of the country, as was before consuned
by the individuals who contribute to the tax, an evil sufficiently great
wi t hout overcharging it. If nmy inconme is =A31,000 per annum and | am
call ed upon for =A3100 per annum for a tax, | shall only be able to demand
nine tenths of the quantity of goods, which | before consuned, but I
enabl e Governnment to demand the other tenth. If the commodity taxed
be corn, it is not necessary that my demand for corn should di nmnish, as
| may prefer to pay =A3100 per annum nore for ny corn, and to the sane
anount abate in ny demand for wine, furniture, or any other
| uxury. (30*) Less capital will consequently be enployed in the w ne or
uphol stery trade, but nore will be enployed in manufacturing those
commodi ties, on which the taxes |evied by Governnent will be
expended.

M Say says that M Turgot, by reducing the market dues on fish (les
droits d entr=E9e et de halle sur la mar=E9e) in Paris one half, did not
di m ni sh the anount of their produce, and that consequently, the
consunption of fish nust have doubled. He infers fromthis, that the
profits of the fisherman and those engaged in the trade, nust al so have
doubl ed, and that the income of the country nust have increased, by the
whol e anount of these increased profits; and by giving a stinmulus to
accunul ati on, nust have increased the resources of the State.(31%)

Wthout calling in question the policy, which dictated this alteration
of the tax, | have ny doubts, whether it gave any great stinulus to
accunul ation. If the profits of the fisherman and ot hers engaged in the
trade, were doubled in consequence of nore fish being consuned,
capital and | abour nust have been wi thdrawn from ot her occupations to
engage themin this particular trade. But in those occupations capita
and | abour were productive of profits, which nust have been given up
when they were withdrawn. The ability of the country to accumul ate,
was only increased by the difference between the profits obtained in the
busi ness in which the capital was newly engaged, and those obtained in
that fromwhich it was w t hdrawn.

Whet her taxes be taken fromrevenue or capital, they dimnish the



taxable commodities of the State. If | cease to expend =A3100 on wi ne,
because by paying a tax of that anpbunt | have enabl ed Governnent to
expend =A3100 i nstead of expending it nyself, one hundred pounds worth
of goods are necessarily withdrawn fromthe |ist of taxable commoditi es.
If the revenue of the individuals of a country be 10 millions, they wll
have at least 10 mllions worth of taxable commodities. If by taxing
sonme, one nmllion be transferred to the disposal of Government, their
revenue will still be nonminally 10 millions, but they will remain with
only nine millions worth of taxable conmmobdities. There are no

ci rcunstances under which taxation does not abridge the enjoynents of
those on whomthe taxes ultinmately fall, and no neans by which those

enj oynents can agai n be extended, but the accunul ation of new

revenue.

Taxation can never be so equally applied, as to operate in the sane
proportion on the value of all commopdities, and still to preserve them at
the sane relative value. It frequently operates very differently fromthe
intention of the legislature, by its indirect effects. W have already seen
that the effect of a direct tax on corn and raw produce, is, if noney be
al so produced in the country, to raise the price of all comobdities, in
proportion as raw produce enters into their conposition, and thereby to
destroy the natural relation which previously existed between them
Another indirect effect is, that it raises wages, and lowers the rate of
profits; and we have al so seen, in another part of this work, that the
effect of a rise of wages, and a fall of profits, is to | ower the noney
prices of those commodities which are produced in a greater degree by
the enpl oynent of fixed capital

That a commodity, when taxed, can no |onger be so profitably
exported, is so well understood, that a drawback is frequently all owed
on its exportation, and a duty laid on its inportation. If these drawbacks
and duties be accurately laid, not only on the commpdities thensel ves,
but on all which they may indirectly affect, then, indeed, there will be
no di sturbance in the value of the precious netals. Since we could as
readily export a commpdity after being taxed as before, and since no
peculiar facility would be given to inportation, the precious netals
woul d not, nore than before, enter into the list of exportable
commodi ties.

O all conmmodities, none are perhaps so proper for taxation, as those
which, either by the aid of nature or art, are produced w th peculiar
facility. Wth respect to foreign countries, such comodities nmay be
cl assed under the head of those which are not regulated in their price by
the quantity of |abour bestowed, but rather by the caprice, the tastes,
and the power of the purchasers. |If England had nore productive tin
m nes than other countries, or if, fromsuperior nachinery or fuel, she
had peculiar facilities in manufacturing cotton goods, the prices of tin,
and of cotton goods, would still in England be regul ated by the
conmparative quantity of |abour and capital required to produce them
and the conpetition of our nerchants would nake themvery little
dearer to the foreign consuner. Qur advantage in the production of these
commodities night be so decided, that probably they could bear a very
great additional price in the foreign narket, w thout very materially
di m ni shing their consunption. This price they never could attain,
whi | st conpetition was free at hone, by any other neans but by a tax on
their exportation. This tax would fall wholly on foreign consuners, and
part of the expenses of the Government of England woul d be defrayed,
by a tax on the land and | abour of other countries. The tax on tea, which
at present is paid by the people of England, and goes to aid the expenses
of the Governnent of England, might, if laid in China, on the
exportation of the tea, be diverted to the paynent of the expenses of the
Gover nment of Chi na.

Taxes on |l uxuries have sone advantage over taxes on necessaries. They



are generally paid frominconme, and therefore do not dimnish the
productive capital of the country. If wine were nmuch raised in price in
consequence of taxation, it is probable that a man woul d rat her forego
the enjoynents of wi ne, than nake any inportant encroachnments on his
capital, to be enabled to purchase it. They are so identified with price,
that the contributor is hardly aware that he is paying a tax. But they
have al so their disadvantages. First, they never reach capital, and on
some extraordi nary occasions it may be expedient that even capita
shoul d contribute towards the public exigencies; and secondly, there is
no certainty as to the anount of the tax, for it nay not reach even
incone. A nan intent on saving, will exenpt hinself froma tax on
wi ne, by giving up the use of it. The incone of the country may be
undi m ni shed, and yet the State nmay be unable to raise a shilling by the
t ax.

What ever habit has rendered delightful, will be relinquished with
reluctance, and will continue to be consuned notwi thstanding a very
heavy tax; but this reluctance has its limts, and experience every day
denonstrates that an increase in the nonminal anount of taxation, often
di m ni shes the produce. One man will continue to drink the sane
quantity of wine, though the price of every bottle should be raised three
shillings, who would yet relinquish the use of wine rather than pay four
Another will be content to pay four, yet refuse to pay five shillings. The
same nmay be said of other taxes on |uxuries: many would pay a tax of =A35
for the enjoynent which a horse affords, who would not pay =A310 or =A320.
It is not because they cannot pay nore, that they give up the use of w ne
and of horses, but because they will not pay nore. Every nman has sone
standard in his own nmind by which he estinmates the value of his
enjoynents, but that standard is as various as the hunman character. A
country whose financial situation has becone extrenely artificial by
the m schi evous policy of accunmulating a |large national debt, and a
consequently enornous taxation, is particularly exposed to the
i nconveni ence attendant on this node of raising taxes. After visiting
with a tax the whole round of luxuries; after laying horses, carriages,
wi ne, servants, and all the other enjoynments of the rich, under
contribution; a mnister is induced to have recourse to nore direct taxes,
such as incone and property taxes, neglecting the gol den nmaxi mof M
Say, 'that the very best of all plans of finance is to spend little, and the
best of all taxes is that which is the |east in anount.

Chapter 17
Taxes on Ot her Commodities than Raw Produce

ON the sane principle that a tax on corn would raise the price of corn, a
tax on any other conmodity would raise the price of that coormodity. |If
the commodity did not rise by a sumequal to the tax, it would not give
the same profit to the producer which he had before, and he woul d
renove his capital to some other enpl oynent

The taxing of all comodities, whether they be necessaries or
luxuries, will, while noney remains at an unaltered value, raise their
prices by a sumat |least equal to the tax.(32*) A tax on the manufactured
necessari es of the |labourer would have the sane effect on wages as a tax
on corn, which differs fromother necessaries only by being the first and
nmost inportant on the list; and it would produce precisely the same
effects on the profits of stock and foreign trade. But a tax on luxuries
woul d have no other effect than to raise their price. It would fall wholly
on the consuner, and coul d neither increase wages nor |ower profits.

Taxes which are levied on a country for the purpose of supporting war,
or for the ordinary expenses of the State, and which are chiefly devoted
to the support of unproductive |labourers, are taken fromthe productive



i ndustry of the country; and every saving which can be nmade from such
expenses will be generally added to the income, if not to the capital of
the contributors. Wen, for the expenses of a year's war, twenty mllions
are raised by neans of a loan, it is the twenty mllions which are

wi thdrawn fromthe productive capital of the nation. The million per
annum which is raised by taxes to pay the interest of this loan, is nerely
transferred fromthose who pay it to those who receive it, fromthe
contributor to the tax, to the national creditor. The real expense is the
twenty nmillions, and not the interest which nust be paid for it.(33*)

Whet her the interest be or be not paid, the country will neither be richer
nor poorer. Governnent night at once have required the twenty mllions

in the shape of taxes; in which case it would not have been necessary to
rai se annual taxes to the anobunt of a million. This, however, would not
have changed the nature of the transaction. An individual instead of

bei ng call ed upon to pay =A3100 per annum mi ght have been obliged to

pay =A32,000 once for all. It mght also have suited his conveni ence rather
to borrow this =A32,000, and to pay =A3100 per annum for interest to the

| ender, than to spare the larger sumfromhis own funds. In one case it is
a private transaction between A and B, in the other Governnent

guarantees to B the paynent of interest to be equally paid by A |f the
transaction had been of a private nature, no public record would be kept
of it, and it would be a nmatter of conparative indifference to the
country whether A faithfully perforned his contract to B, or unjustly
retai ned the =A3100 per annumin his own possession. The country woul d
have a general interest in the faithful performance of a contract, but
with respect to the national wealth, it would have no other interest than
whether A or B would nake this =A3100 nost productive; but on this
question it would neither have the right nor the ability to decide. It

m ght be possible, that if Aretained it for his ow use, he mght
squander it unprofitably, and if it were paid to B, he might add it to his
capital, and enploy it productively. And the converse would al so be

possi ble; B m ght squander it, and A might enploy it productively.

Wth a viewto wealth only, it might be equally or nore desirable that A
shoul d or should not pay it; but the clains of justice and good faith, a
greater utility, are not to be conpelled to yield to those of a | ess; and
accordingly, if the State were called upon to interfere, the courts of
justice would oblige Ato performhis contract. A debt guaranteed by the
nation, differs in no respect fromthe above transaction. Justice and
good faith demand that the interest of the national debt should continue
to be paid, and that those who have advanced their capitals for the
general benefit, should not be required to forego their equitable clains,
on the plea of expediency.

But independently of this consideration, it is by no nmeans certain,
that political utility would gain any thing by the sacrifice of politica
integrity; it does by no neans follow, that the party exonerated fromthe
paynent of the interest of the national debt would enploy it nore
productively than those to whomindisputably it is due. By cancelling
the national debt, one man's incone might be raised from=A31,000 to
=A31, 500, but another man's woul d be | owered from =A31, 500 to =A31, 000.
These two nmen's inconmes now anount to =A32,500, they would anmount to
no nore then. If it be the object of Governnent to raise taxes, there
woul d be precisely the sane taxable capital and incone in one case, as
inthe other. It is not, then, by the paynent of the interest on the nationa
debt, that a country is distressed, nor is it by the exoneration from
paynent that it can be relieved. It is only by saving fromincone, and
retrenching in expenditure, that the national capital can be increased;
and neither the income would be increased, nor the expenditure
di m ni shed by the annihilation of the national debt. It is by the profuse
expendi ture of Governnment, and of individuals, and by | oans, that the
country is inpoverished; every neasure, therefore, which is cal cul ated



to pronote public and private econony, will relieve the public distress;
but it is error and delusion to suppose, that a real national difficulty can
be renoved, by shifting it fromthe shoul ders of one class of the
community, who justly ought to bear it, to the shoul ders of another
cl ass, who, upon every principle of equity, ought to bear no nore than
their share

From what | have said, it nust not be inferred that |I consider the
system of borrowing as the best calculated to defray the extraordi nary
expenses of the State. It is a systemwhich tends to nake us less thrifty -
to blind us to our real situation. If the expenses of a war be 40 nillions
per annum and the share which a nman woul d have to contribute towards
that annual expense were =A3100, he woul d endeavour, on being at once
called upon for his portion, to save speedily the =A3100 from hi s i ncone.
By the systemof loans, he is called upon to pay only the interest of this
=A3100, or =A35 per annum and considers that he does enough by saving this
=A35 from his expenditure, and then deludes hinself with the belief, that
he is as rich as before. The whol e nation, by reasoning and acting in this
manner, save only the interest of 40 nmillions, or two nillions; and thus,
not only lose all the interest or profit which 40 mllions of capital
enpl oyed productively, would afford, but also 38 nillions, the
di fference between their savings and expenditure. If, as | before
observed, each man had to nake his own | oan, and contribute his ful
proportion to the exigencies of the State, as soon as the war ceased,
taxation woul d cease, and we should immediately fall into a natura
state of prices. Qut of his private funds, A might have to pay to B
interest for the noney he borrowed of himduring the war, to enable him
to pay his quota of the expense; but with this the nation would have no
concern

A country which has accunul ated a |arge debt, is placed in a nost
artificial situation; and although the anbunt of taxes, and the increased
price of labour, may not, and | believe does not, place it under any other
di sadvantage with respect to foreign countries, except the unavoidable
one of paying those taxes, yet it becones the interest of every
contributor to withdraw his shoul der fromthe burthen, and to shift this
paynent fromhinself to another; and the tenptation to renove hinself
and his capital to another country, where he will be exenpted from such
burthens, beconmes at last irresistible, and overcones the natura
rel uctance which every nan feels to quit the place of his birth, and the
scene of his early associations. A country which has involved itself in
the difficulties attending this artificial system would act w sely by
ransonming itself fromthem at the sacrifice of any portion of its
property which m ght be necessary to redeemits debt. That which is
wise in an individual, is wise also in a nation. A man who has =A310, 000,
payi ng himan i nconme of =A3500, out of which he has to pay =A3100 per
annum towards the interest of the debt, is really worth only =A38, 000, and
woul d be equally rich, whether he continued to pay =A3100 per annum or
at once, and for only once, sacrificed =A32,000. But where, it is asked,
woul d be the purchaser of the property which he nust sell to obtain this
=A32,000? the answer is plain: the national creditor, who is to receive this
=A32,000, will want an investrment for his noney, and will be di sposed
either tolend it to the | andhol der, or manufacturer, or to purchase from
thema part of the property of which they have to di spose. To such a
paynent the stockhol ders thenselves would largely contribute. This
schenme has been often recomended, but we have, | fear, neither
wi sdom enough, nor virtue enough, to adopt it. It nust, however, be
adm tted, that during peace, our unceasing efforts should be directed
towards paying off that part of the debt which has been contracted
during war; and that no tenptation of relief, no desire of escape from
present, and | hope tenporary distresses, should induce us to relax in our
attention to that great object.



No sinking fund can be efficient for the purpose of dimnishing the
debt, if it be not derived fromthe excess of the public revenue over the
public expenditure. It is to be regretted, that the sinking fund in this
country is only such in nane; for there is no excess of revenue above
expenditure. It ought, by econony, to be nade what it is professed to be,
areally efficient fund for the paynent of the debt. If, on the breaking
out of any future war, we shall not have very considerably reduced our
debt, one of two things nust happen, either the whol e expenses of that
war must be defrayed by taxes raised fromyear to year, or we nust, at
the end of that war, if not before, submit to a national bankruptcy; not
that we shall be unable to bear any large additions to the debt; it would
be difficult to set limts to the powers of a great nation; but assuredly
there are linmits to the price, which in the formof perpetual taxation
individuals will submt to pay for the privilege nerely of living in their
native country. (34*)

When a commodity is at a nonopoly price, it is at the very highest
price at which the consuners are willing to purchase it. Commodities
are only at a nonopoly price, when by no possible device their quantity
can be augnented; and when therefore, the conpetition is wholly on one
side - anongst the buyers. The nonopoly price of one period nmay be
much | ower or higher than the nonopoly price of another, because the
conpetition anongst the purchasers nust depend on their wealth, and
their tastes and caprices. Those peculiar wi nes, which are produced in
very limted quantity, and those works of art, which fromtheir
excel lence or rarity, have acquired a fanciful value, will be exchanged
for a very different quantity of the produce of ordinary |abour
according as the society is rich or poor, as it possesses an abundance or
scarcity of such produce, or as it may be in a rude or polished state. The
exchangeabl e val ue therefore of a commodity which is at a nonopoly
price, is nowhere regulated by the cost of production.

Raw produce is not at a nonopoly price, because the nmarket price of
barl ey and wheat is as nuch regulated by their cost of production, as the
mar ket price of cloth and Iinen. The only difference is this, that one
portion of the capital enployed in agriculture regulates the price of
corn, nanely, that portion which pays no rent; whereas, in the
production of manufactured commodities, every portion of capital is
enpl oyed with the sane results; and as no portion pays rent, every
portion is equally a regulator of price.. corn, and other raw produce, can
be augnented, too, in quantity, by the enploynent of nore capital on
the land, and therefore they are not at a nonopoly price. There is
conpetition anong the sellers, as well as anobngst the buyers. This is not
the case in the production of those rare w nes, and those val uabl e
speci nens of art, of which we have been speaking; their quantity cannot
be increased, and their price is limted only by the extent of the power
and will of the purchasers. The rent of these vineyards nay be raised
beyond any noderately assignable |limts, because no other |and being
abl e to produce such wi nes, none can be brought into conpetition with
t hem

The corn and raw produce of a country may, indeed, for a tine sell at
a nmonopoly price; but they can do so permanently only when no nore
capital can be profitably enployed on the | ands, and when, therefore,
their produce cannot be increased. At such tine, every portion of land in
cultivation, and every portion of capital enployed on the land will
yield a rent, differing, indeed, in proportion to the difference in the
return. At such a tine too, any tax which may be inposed on the farner,
will fall on rent, and not on the consuner. He cannot raise the price of
his corn, because, by the supposition, it is already at the highest price at
whi ch the purchasers will or can buy it. He will not be satisfied with a
lower rate of profits, than that obtained by other capitalists, and,
therefore, his only alternative will be to obtain a reduction of rent, or to



quit his enpl oynent.

M Buchanan considers corn and raw produce as at a nonopoly price,
because they yield a rent: all comobdities which yield a rent, he
supposes nust be at a nonopoly price; and thence he infers, that al
taxes on raw produce would fall on the landlord, and not on the
consuner. 'The price of corn,' he says, 'which always affords a rent,
being in no respect influenced by the expenses of its production, those
expenses nust be paid out of the rent; and when they rise or fall,
therefore, the consequence is not a higher or |ower price, but a higher or
a lower rent. In this view, all taxes on farm servants, horses, or the
i mpl ements of agriculture, are in reality | and-taxes; the burden falling
on the farnmer during the currency of his | ease, and on the | andl ord,
when the | ease cones to be renewed. In |like manner all those inproved
i mpl ements of husbandry whi ch save expense to the farnmer, such as
machi nes for threshing and reapi ng, whatever gives himeasier access to
the market, such as good roads, canals and bridges, though they |essen
the original cost of corn, do not |lessen its narket price. Watever is
saved by those inprovenents, therefore, belongs to the landlord as part
of his rent.'

It is evident that if we yield to M Buchanan the basis on which his
argunent is built, nanely, that the price of corn always yields a rent, al
t he consequences which he contends for would foll ow of course. Taxes
on the farner would then fall not on the consuner but on rent; and all
i mprovenents in husbandry would increase rent: but | hope | have nade
it sufficiently clear, that until a country is cultivated in every part, and
up to the highest degree, there is always a portion of capital enployed
on the Iand which yields no rent, and that it is this portion of capital, the
result of which, as in nanufactures, is divided between profits and
wages that regulates the price of corn. The price of corn, then, which
does not afford a rent, being influenced by the expenses of its
production, those expenses cannot be paid out of rent. The consequence
therefore of those expenses increasing, is a higher price, and not a | ower
rent. (35*%)

It is remarkable that both Adam Snith and M Buchanan, who
entirely agree that taxes on raw produce, a land-tax, and tithes, all fal
on the rent of land, and not on the consunmers of raw produce, should
neverthel ess adnmt that taxes on malt would fall on the consumer of
beer, and not on the rent of the landlord. Adam Snith's argunment is so
abl e a statenent of the view which | take of the subject of the tax on
mal t, and every other tax on raw produce, that | cannot refrain from
offering it to the attention of the reader

"The rent and profits of barley |and nust always be nearly equal to
those of other equally fertile, and equally well cultivated land. If they
were |l ess, sone part of the barley | and woul d soon be turned to sone
other purpose; and if they were greater, nore | and woul d soon be turned
to the raising of barley. Wien the ordinary price of any particul ar
produce of land is at what may be called a nonopoly price, a tax upon it
necessarily reduces the rent and profit(36*) of the | and which grows it.

A tax upon the produce of those precious vineyards, of which the w ne
falls so much short of the effectual demand, that its price is always
above the natural proportion to that of other equally fertile, and equally
well cultivated | and, woul d necessarily reduce the rent and profit of
those vineyards. The price of the wi nes being already the highest that
could be got for the quantity comonly sent to market, it could not be

rai sed hi gher without dininishing that quantity; and the quantity could
not be di m nished wi thout still greater |oss, because the |ands could not
be turned to any other equally val uabl e produce. The whol e wei ght of

the tax, therefore, would fall upon the rent and profit; properly upon the
rent of the vineyard.' 'But the ordinary price of barley has never been a
nmonopoly price; and the rent and profit of barley |and have never been



above their natural proportion to those of other equally fertile and
equally well cultivated land. The different taxes, which have been

i mposed upon malt, beer, and ale, have never |owered the price of

barl ey; have never reduced the rent and profit of barley |and. The price
of malt to the brewer, has constantly risen in proportion to the taxes

i mposed upon it; and those taxes, together with the different duties upon
beer and ale, have constantly either raised the price, or, what cones to
the sane thing, reduced the quality of those comodities to the
consuner. The final paynent of those taxes has fallen constantly upon
the consuner, and not upon the producer.' On this passage M Buchanan
remarks, 'A duty on nalt never could reduce the price of barl ey,

because, unless as nmuch could be nade of barley by nmalting it as by
selling it unnalted, the quantity required would not be brought to
market. It is clear, therefore, that the price of nmalt nust rise in
proportion to the tax inposed on it, as the demand coul d not otherw se
be supplied. The price of barley, however, is just as nuch a nonopoly
price as that of sugar; they both yield a rent, and the market price of
both has equally lost all connexion with the original cost.

It appears then to be the opinion of M Buchanan, that a tax on nalt
woul d raise the price of nmalt, but that a tax on the barley from which
malt is made, would not raise the price of barley; and, therefore, if nalt
is taxed, the tax will be paid by the consuner; if barley is taxed, it wll
be paid by the landlord, as he will receive a dimnished rent. According
to M Buchanan then, barley is at a nonopoly price, at the highest price
whi ch the purchasers are willing to give for it; but nalt nade of barley
is not at a nonopoly price, and consequently it can be raised in
proportion to the taxes that nmay be inposed upon it. This opinion of M
Buchanan of the effects of a tax on nalt appears to ne to be in direct
contradiction to the opinion he has given of a sinmlar tax, a tax on bread.
"Atax on bread will be ultinately paid, not by a rise of price, but by a
reduction of rent.' (37*) If a tax on nalt would raise the price of beer, a
tax on bread nust raise the price of bread.

The followi ng argument of M Say is founded on the sane views as M
Buchanan's: 'The quantity of wine or corn which a piece of land wll
produce, will renmain nearly the sanme, whatever nmay be the tax with
which it is charged. The tax nmay take away a half, or even three-fourths
of its net produce, or of its rent if you please, yet the |and would
nevert hel ess be cultivated for the half or the quarter not absorbed by the
tax. The rent, that is to say the landlord' s share, would nerely be
somewhat | ower. The reason of this will be perceived, if we consider
that in the case supposed, the quantity of produce obtained fromthe
I and, and sent to market, will remain nevertheless the same. On the other
hand the notives on which the demand for the produce is founded,
continue al so the sane.

"Now, if the quantity of produce supplied, and the quantity
demanded, necessarily continue the same, notw thstanding the
establishnent or the increase of the tax, the price of that produce will
not vary; and if the price do not vary, the consuner will not pay the
smal | est portion of this tax.

"WIl it be said that the farnmer, he who furnishes | abour and capital
will, jointly with the landlord, bear the burden of this tax? certainly not;
because the circunstance of the tax has not dim nished the nunber of
farms to be let, nor increased the nunber of farmers. Since in this
i nstance also the supply and denand remain the sane, the rent of farns
must al so remain the sane. The exanple of the nmanufacturer of salt,
who can only nake the consuners pay a portion of the tax, and that of
the | andl ord who cannot reinburse hinmself in the snallest degree, prove
the error of those who naintain, in opposition to the econom sts, that al
taxes fall ultimately on the consuner.' - Vol. ii. p. 338.

If the tax 'took away half, or even three-fourths of the net produce of



the land,' and the price of produce did not rise, how could those farners
obtain the usual profits of stock who paid very noderate rents, having

that quality of |and which required a nmuch | arger proportion of |abour

to obtain a given result, than land of a nore fertile quality? If the whole
rent were remtted, they would still obtain |ower profits than those in

ot her trades, and would therefore not continue to cultivate their |and,

unl ess they could raise the price of its produce. If the tax fell on the
farnmers, there would be fewer farnmers disposed to hire farns; if it fell on
the landlord, nmany farns would not be let at all, for they would afford

no rent. But fromwhat fund would those pay the tax who produce corn

wi thout paying. any rent? It is quite clear that the tax nust fall on the
consuner. How woul d such Iand, as M Say describes in the follow ng
passage, pay a tax of one-half or three-fourths of its produce?

"W see in Scotland poor |ands thus cultivated by the proprietor, and
whi ch could be cultivated by no other person. Thus too, we see in the
interior provinces of the United States vast and fertile | ands, the revenue
of which, alone, would not be sufficient for the naintenance of the
proprietor. These lands are cultivated neverthel ess, but it nust be by the
proprietor hinmself, or, in other words, he nust add to the rent, which is
little or nothing, the profits of his capital and industry, to enable himto
live in conpetence. It is well known that |and, though cultivated, yields
no revenue to the landlord when no farner will be willing to pay a rent
for it: which is a proof that such land will give only the profits of the
capital, and of the industry necessary for its cultivation.' - Say, Vol. ii.
p. 127.

Chapter 18
Poor Rates

WE have seen that taxes on raw produce, and on the profits of the

farmer, will fall on the consumer of raw produce; since unless he had the
power of rerunerating hinself by an increase of price, the tax would
reduce his profits below the general level of profits, and would urge him
to renove his capital to some other trade. We have seen too, that he

could not, by deducting it fromhis rent, transfer the tax to his |andlord;
because that farmer who paid no rent, would, equally with the cultivator

of better land, be subject to the tax, whether it were laid on raw produce,

or on the profits of the farmer. | have also attenpted to shew, that if a tax
were general, and affected equally all profits, whether manufacturing
or agricultural, it would not operate either on the price of goods or raw

produce, but would be inmediately, as well as ultimately, paid by the
producers. Atax on rent, it has been observed, would fall on the landlord
only, and could not by any neans be nmade to devol ve on the tenant.

The poor rate is a tax which partakes of the nature of all these taxes,
and under different circunstances falls on the consunmer of raw produce
and goods, on the profits of stock, and on the rent of land. It is a tax
which falls with peculiar weight on the profits of the farmer, and
therefore may be considered as affecting the price of raw produce.
According to the degree in which it bears on manufacturing and
agricultural profits equally, it will be a general tax on the profits of
stock, and will occasion no alteration in the price of raw produce and
manufactures. In proportion to the farmer's inability to renunerate
himsel f, by raising the price of raw produce, for that portion of the tax
whi ch peculiarly affects him it will be a tax on rent, and will be paid by
the I andl ord. To know, then, the operation of the poor rate at any
particular time, we nust ascertain whether at that tinme it affects in an
equal or unequal degree the profits of the farner and manufacturer; and
al so whether the circunstances be such as to afford to the farner the
power of raising the price of raw produce.



The poor rates are professed to be levied on the farner in proportion to
his rent; and accordingly, the farmer who paid a very small rent, or no
rent at all, should pay little or no tax. If this were true, poor rates, as far
as they are paid by the agricultural class, would entirely fall on the
| andl ord, and could not be shifted to the consuner of raw produce. But |
believe that it is not true; the poor rate is not |levied according to the rent
which a farner actually pays to his landlord; it is proportioned to the
annual value of his land, whether that annual value be given to it by the
capital of the landlord or of the tenant.

If two farners rented land of two different qualities in the sane
pari sh, the one paying a rent of =A3100 per annum for 50 acres of the nost
fertile land, and the other the same sum of =A3100 for 1,000 acres of the
| east fertile land, they would pay the sane anount of poor rates, if
neither of themattenpted to inprove the land; but if the farnmer of the
poor | and, presuning on a very long | ease, should be induced, at a great
expense, to inprove the productive powers of his |land, by nmanuring,
draining, fencing, &., he would contribute to the poor rates, not in
proportion to the actual rent paid to the |landlord, but to the actua
annual value of the land. The rate m ght equal or exceed the rent; but
whether it did or not, no part of this rate would be paid by the |andl ord.
It woul d have been previously cal cul ated upon by the tenant; and if the
price of produce were not sufficient to conpensate himfor all his
expenses, together with this additional charge for poor rates, his
i mprovenents woul d not have been undertaken. It is evident, then, that
the tax in this case is paid by the consuner; for if there had been no rate,
the sane inprovenents woul d have been undertaken, and the usual and
general rate of profits would have been obtai ned on the stock enpl oyed,
with a | ower price of corn.

Nor would it nake the slightest difference in this question, if the
| andl ord had nmade these inprovenents hinself, and had in consequence
raised his rent from =A3100 to =A3500. the rate would be equally charged to
the consuner; for whether the I andl ord should expend a | arge sum of
nmoney on his | and, would depend on the rent, or what is called rent,
whi ch he woul d receive as a renmuneration for it; and this again would
depend on the price of corn, or other raw produce, being sufficiently
high not only to cover this additional rent, but also the rate to which the
| and woul d be subject. If at the same tine all manufacturing capita
contributed to the poor rates, in the sane proportion as the capita
expended by the farner or landlord in inproving the land, then it would
no longer be a partial tax on the profits of the farmer's or landlord's
capital, but a tax on the capital of all producers; and, therefore, it could
no |l onger be shifted either on the consunmer of raw produce or on the
| andl ord. The farner's profits would feel the effect of the rate no nore
than those of the manufacturer; and the former could not, any nore than
the latter, plead it as a reason for an advance in the price of his
commodity. It is not the absolute, but the relative fall of profits, which

prevents capital frombeing enployed in any particular trade: it is the
difference of profit which sends capital from one enpl oynent to
anot her .

It must be acknow edged, however, that in the actual state of the poor
rates, a much larger amount falls on the farner than on the
manuf acturer, in proportion to their respective profits; the farner being
rated according to the actual productions which he obtains, the
manuf acturer only according to the value of the buildings in which he
wor ks, w thout any regard to the value of the machinery, |abour, or
stock which he may enploy Fromthis circunstance it follows, that the
farmer will be enabled to raise the price of his produce by this whole
difference. For since the tax falls unequally, and peculiarly on his
profits, he would have | ess notive to devote his capital to the |land, than
to employ it in some other trade, were not the price of raw produce



raised. If, on the contrary, the rate had fallen with greater weight on the
manuf acturer than on the farmer, he would have been enabled to raise

the price of his goods by the anmount of the difference, for the sane

reason that the farmer under sinmilar circunstances could raise the price

of raw produce. In a society, therefore, which is extending its
agriculture, when poor rates fall with peculiar weight on the | and, they
will be paid partly by the enployers of capital in a dimnution of the
profits of stock, and partly by the consuner of raw produce in its
increased price. In such a state of things, the tax may, under some

ci rcunst ances, be even advant ageous rather than injurious to |andl ords;

for if the tax paid by the cultivator of the worst |and, be higher in
proportion to the quantity of produce obtained, than that paid by the
farnmers of the nore fertile lands, the rise in the price of corn, which wll
extend to all corn, will nore than conpensate the latter for the tax. This
advantage will remain with them during the continuance of their |eases,

but it will afterwards be transferred to their landlords. This, then, would
be the effect of poor rates in an advancing society. but in a stationary, o=
r

in a retrograde country, so far as capital could not be wi thdrawn from

the land, if a further rate were levied for the support of the poor, that
part of it which fell on agriculture would be paid, during the current

| eases, by the farners; but, at the expiration of those |eases, it would

al most wholly fall on the landlords. The farmer, who, during his fornmer

| ease, had expended his capital in inproving his land, if it were still in
his own hands would be rated for this new tax according to the new

val ue which the | and had acquired by its inprovenent, and this anmount

he woul d be obliged to pay during his | ease, although his profits m ght

t hereby be reduced bel ow the general rate of profits; for the capita

whi ch he has expended may be so incorporated with the land, that it

cannot be renoved fromit. If, indeed, he, or his landlord, (should it

have been expended by him were able to renmove this capital, and

t hereby reduce the annual value of the land, the rate would

proportionably fall, and as the produce would at the same tinme be

dim nished, its price would rise; he would be conpensated for the tax,

by charging it to the consunmer, and no part would fall on rent; but this

is inpossible, at least with respect to some proportion of the capital, and
consequently in that proportion the tax will be paid by the farners

during their |leases, and by landlords at their expiration. This additiona
tax, if it fell with peculiar severity on manufacturers, which it does not,
woul d, under such circunstances, be added to the price of their goods;

for there can be no reason why their profits should be reduced bel ow t he
general rate of profits, when their capitals mght be easily renoved to
agricul ture. (38*%)

Chapter 19
On Sudden Changes in the Channels of Trade

A CGREAT nmanufacturing country is peculiarly exposed to tenporary
reverses and contingencies, produced by the renoval of capital from

one enpl oynent to another. The demands for the produce of agriculture
are uniform they are not under the influence of fashion, prejudice, or
caprice. To sustain life, food is necessary, and the demand for food nust
continue in all ages, and in all countries. It is different with

manuf actures; the demand for any particul ar nanufactured

commodity, is subject not only to the wants, but to the tastes and caprice
of the purchasers. A new tax too nmay destroy the conparative advantage
whi ch a country before possessed in the nmanufacture of a particul ar
commodity; or the effects of war may so raise the freight and insurance
on its conveyance, that it can no longer enter into conpetition with the



hone manufacture of the country to which it was before exported. In al
such cases, considerable distress, and no doubt sone |oss, will be
experienced by those who are engaged in the manufacture of such
commodities; and it will be felt not only at the tine of the change, but
t hrough the whole interval during which they are renpving their
capitals, and the |abour which they can comand, from one

enpl oynent to anot her.

Nor will distress be experienced in that country al one where such
difficulties originate, but in the countries to which its commodities were
bef ore exported. No country can long inport, unless it al so exports, or
can long export unless it also inports. If, then, any circunstance should
occur, which should permanently prevent a country frominporting the
usual anount of foreign commodities, it will necessarily dimnish the
manuf acture of sone of those commodities which were usually
exported; and although the total value of the productions of the country
will probably be but little altered, since the sane capital will be
enpl oyed, yet they will not be equally abundant and cheap; and
consi derabl e distress will be experienced through the change of
enpl oynents. |f by the enploynments of =A310,000 in the manufacture of
cotton goods for exportation, we inported annually 3,000 pair of silk
stocki ngs of the value of =A32,000, and by the interruption of foreign trade
we should be obliged to withdraw this capital fromthe nanufacture of
cotton, and enploy it ourselves in the nmanufacture of stockings, we
shoul d still obtain stockings of the value of =A32,000 provided no part of
the capital were destroyed; but instead of having 3,000 pair, we mght
only have 2,500. In the renoval of the capital fromthe cotton to the
stocking trade, nmuch distress night be experienced, but it would not
considerably inpair the value of the national property, although it
m ght | essen the quantity of our annual productions. (39*)

The conmencenent of war after a | ong peace, or of peace after a |long
war, generally produces considerable distress in trade. It changes in a
great degree the nature of the enploynents to which the respective
capitals of countries were before devoted; and during the interval while
they are settling in the situations which new circunstances have nade
the nost beneficial, nuch fixed capital is unenpl oyed, perhaps wholly
| ost, and | abourers are without full enployment. The duration of this
distress will be longer or shorter according to the strength of that
di sinclination which nost nen feel to abandon that enpl oynent of their
capital to which they have | ong been accustoned. It is often protracted
too by the restrictions and prohibitions, to which the absurd jeal ousies
whi ch prevail between the different States of the commrerci al
commonweal th give rise

The di stress which proceeds froma revul sion of trade, is often
m staken for that which acconpanies a dinminution of the nationa
capital, and a retrograde state of society; and it would perhaps be
difficult to point out any nmarks by which they nmay be accurately
di sti ngui shed.

When, however, such distress i medi ately acconpani es a change
fromwar to peace, our know edge of the existence of such a cause wll
make it reasonable to believe, that the funds for the maintenance of
| abour have rather been diverted fromtheir usual channel, than
materially inpaired, and that after tenporary suffering, the nation wll
agai n advance in prosperity. It nust be renmenbered too that the
retrograde condition is always an unnatural state of society. Man from
youth grows to nmanhood, then decays, and dies; but this is not the
progress of nations. Wen arrived to a state of the greatest vigour, their
further advance nmay indeed be arrested, but their natural tendency is to
continue for ages, to sustain undimnished their wealth, and their
popul ati on.

In rich and powerful countries, where large capitals are invested in



machi nery, nore distress will be experienced froma revulsion in trade,
than in poorer countries where there is proportionally a nuch snaller
anount of fixed, and a nmuch | arger anmount of circulating capital, and
where consequently nore work is done by the labour of nen. It is not so
difficult to withdraw a circulating as a fixed capital, fromany

enpl oynent in which it may be engaged. It is often inpossible to divert
the machi nery which may have been erected for one manufacture, to the
pur poses of another; but the clothing, the food, and the | odging of the
| abourer in one enploynent may be devoted to the support of the

| abourer in another; or the sane | abourer may receive the sanme food,
clothing and | odgi ng, whilst his enploynent is changed. This, however,
is an evil to which a rich nation nust subnmit; and it woul d not be nore
reasonabl e to conplain of it, than it would be in a rich nmerchant to

| anent that his ship was exposed to the dangers of the sea, whilst his
poor nei ghbour's cottage was safe fromall such hazard.

From contingencies of this kind, though in an inferior degree, even
agriculture is not exenpted. War, which in a commercial country,
interrupts the comerce of States, frequently prevents the exportation
of corn fromcountries where it can be produced with little cost, to
others not so favourably situated. Under such circunstances an unusua
quantity of capital is drawmn to agriculture, and the country which
bef ore i nported becones i ndependent of foreign aid. At the term nation
of the war, the obstacles to inportation are renoved, and a conpetition
destructive to the hone-grower conmences, fromwhich he is unable to
wi thdraw, without the sacrifice of a great part of his capital. The best
policy of the State would be, to lay a tax, decreasing in anount from
time to tinme, on the inportation of foreign corn, for a limted nunber of
years, in order to afford to the home-grower an opportunity to w thdraw
his capital gradually fromthe I and. (40*) In so doing, the country night
not be naking the nbst advantageous distribution of its capital, but the
tenporary tax to which it was subjected, would be for the advantage of a
particul ar class, the distribution of whose capital was highly useful in
procuring a supply of food when inportation was stopped. If such
exertions in a period of energency were followed by risk of ruin on the
term nation of the difficulty, capital would shun such an enpl oynent.
Besi des the usual profits of stock, farners would expect to be
conmpensated for the risk which they incurred of a sudden influx of corn
and, therefore, the price to the consuner, at the seasons when he nost
required a supply, would be enhanced, not only by the superior cost of
growi ng corn at hone, but also by the insurance which he would have to
pay, in the price, for the peculiar risk to which this enploynment of
capital was exposed. Notwithstanding, then, that it would be nore
productive of wealth to the country, at whatever sacrifice of capital it
m ght be done, to allow the inportation of cheap corn, it would,
per haps, be advisable to charge it with a duty for a few years.

In exam ning the question of rent, we found, that with every increase
in the supply of corn, and with the consequent fall of its price, capita
woul d be withdrawn fromthe poorer land; and | and of a better
description, which would then pay no rent, would becone the standard
by which the natural price of corn would be regul ated. At =A34 per
quarter, land of an inferior quality, which may be designated by No. 6,
m ght be cultivated; at =A33 10s. No. 5; at =A33 No, 4, and so on. If corn
consequence of pernmanent abundance, fell to =A33 10s., the capita
enpl oyed on No. 6 would cease to be enployed; for it was only when
corn was at =A34 that it could obtain the general profits, even without
paying rent: it would, therefore, be withdrawn to nmanufacture those
commodities with which all the corn grown on No. 6 would be
purchased and inported. In this enploynent it would necessarily be
nore productive to its owner, or it would not be withdrawn fromthe
other; for if he could not obtain nore corn by purchasing it with a

in



commodi ty which he manufactured, than he got fromthe | and for which
he paid no rent, its price could not be under =A34.

It has, however, been said, that capital cannot be wi thdrawn fromthe
land; that it takes the form of expenses, which cannot be recovered, such
as manuring, fencing, draining, &., which are necessarily inseparable
fromthe land. This is in sone degree true; but that capital which
consists of cattle, sheep, hay and corn ricks, carts, &. may be
wi thdrawn; and it always becones a matter of cal cul ati on, whether
these shall continue to be enployed on the | and, notwi thstanding the
| ow price of corn, or whether they shall be sold, and their val ue
transferred to anot her enpl oynent.

Suppose, however, the fact to be as stated, and that no part of the
capital could be withdrawn; (41*) the farner would continue to raise
corn, and precisely the sane quantity too, at whatever price it night
sell; for it could not be his interest to produce less, and if he did not so
enploy his capital, he would obtain fromit no return whatever. Corn
could not be inported, because he would sell it |ower than =A33 10s. rather
than not sell it at all, and by the supposition the inporter could not sel
it under that price. A though then the farmers, who cultivated | and of
this quality, would undoubtedly be injured by the fall in the
exchangeabl e val ue of the commodity which they produced, - how
woul d the country be affected? W shoul d have precisely the sane
quantity of every commodity produced, but raw produce and corn
woul d sell at a nuch cheaper price. The capital of a country consists of
its coomopdities, and as these would be the sane as before, reproduction
woul d go on at the sane rate. This low price of corn would however only
afford the usual profits of stock to the land, No. 5, which would then pay

no rent, and the rent of all better land would fall: wages would al so fall
and profits would rise.
However |ow the price of corn might fall: if capital could not be

renoved fromthe |and, and the denmand did not increase, no inportation
woul d take place; for the sane quantity as before would be produced at
hone. Al though there would be a different division of the produce, and
some cl asses woul d be benefited, and others injured, the aggregate of
production would be precisely the sane, and the nation collectively
woul d neither be richer nor poorer.

But there is this advantage always resulting froma relatively | ow
price of corn, - that the division of the actual production is nore likely
to increase the fund for the maintenance of |abour, inasmuch as nore
will be allotted, under the name of profit, to the productive class, a less
under the nane rent, to the unproductive class.

This is true, even if the capital cannot be wi thdrawn fromthe |and,
and nust be enpl oyed there, or not be enployed at all: but if great part
of the capital can be withdrawn, as it evidently could, it will be only
wi thdrawn, when it will yield nore to the owner by being w thdrawn
than by being suffered to remain where it was; it will be only wi thdrawn
then, when it can el sewhere be enpl oyed nore productively both for the
owner and the public. He consents to sink that part of his capital which
cannot be separated fromthe | and, because with that part which he can
take away, he can obtain a greater value, and a greater quantity of raw
produce, than by not sinking this part of the capital. Hs case is
precisely simlar to that of a man who has erected nmachinery in his
manuf actory at a great expense, nachinery which is afterwards so nuch
i mproved upon by nore nodern inventions, that the commodities
manuf actured by himvery nuch sink in value. It would be entirely a
matter of calculation with himwhether he should abandon the old
machi nery, and erect the nore perfect, losing all the value of the old, or
continue to avail hinself of its conparatively feeble powers. Wo,
under such circunstances, would exhort himto forego the use of the
better nmachinery, because it would deteriorate or annihilate the val ue of



the old? Yet this is the argunent of those who would wi sh us to prohibit
the inportation of corn, because it will deteriorate or annihilate that
part of the capital of the farmer which is for ever sunk in land. They do
not see that the end of all comrerce is to increase production, and that
by increasing production, though you nmay occasion partial |oss, you

i ncrease the general happiness. To be consistent, they shoul d endeavour

to arrest all inprovenents in agriculture and nmanufactures, and all
i nventions of machinery; for though these contribute to genera
abundance, and therefore to the general happi ness, they never fail, at

the moment of their introduction, to deteriorate or annihilate the val ue

of a part of the existing capital of farners and manufacturers. (42%)
Agriculture, like all other trades, and particularly in a comrercial

country, is subject to a reaction, which, in an opposite direction

succeeds the action of a strong stinulus. Thus, when war interrupts the

i mportation of corn, its consequent high price attracts capital to the

|l and, fromthe large profits which such an enploynent of it affords; this

wi Il probably cause nore capital to be enployed, and nore raw produce

to be brought to market than the demands of the country require. In such

case, the price of corn will fall fromthe effects of a glut, and nuch

agricultural distress will be produced, till the average supply is brought

to a level with the average denand.

Chapter 20

Val ue and Riches, their Distinctive Properties

"A MAN is rich or poor,' says Adam Snith, 'according to the degree in
whi ch he can afford to enjoy the necessaries, conveni ences, and
amusenments of human life.'

Val ue, then, essentially differs fromriches, for val ue depends not on
abundance, but on the difficulty or facility of production. The | abour of
a mllion of men in manufactures, wll always produce the sane val ue,
but will not always produce the same riches. By the invention of
machi nery, by inprovements in skill, by a better division of |abour, or
by the di scovery of new markets, where nore advant ageous exchanges
may be made, a million of men may produce double, or treble the
amount of riches, of 'necessaries, conveniences, and anusenents,' in
one state of society, that they could produce in another, but they will not
on that account add any thing to value; for every thing rises or falls in
value, in proportion to the facility or difficulty of producing it, or, in
other words, in proportion to the quantity of |abour enployed on its
production. Suppose with a given capital, the |abour of a certain
nunber of nen produced 1,000 pair of stockings, and that by inventions
in machi nery, the sane nunber of nen can produce 2,000 pair, or that
they can continue to produce 1,000 pair, and can produce besi des 500
hats; then the value of the 2,000 pair of stockings, or of the 1,000 pair of
stocki ngs, and 500 hats, will be neither nore nor |less than that of the
1,000 pair of stockings before the introduction of machinery; for they
will be the produce of the sane quantity of |abour. But the value of the
general mass of commodities will neverthel ess be di m nished; for
al t hough the value of the increased quantity produced, in consequence
of the inprovenent, will be the sane exactly as the val ue woul d have
been of the |less quantity that woul d have been produced, had no
i nprovenent taken place, an effect is also produced on the portion of
goods still unconsuned, which were nmanufactured previously to the
i mprovenent; the value of those goods will be reduced, inasnuch as
they nmust fall to the level, quantity for quantity, of the goods produced
under all the advantages of the inprovement: and the society wll,
notw t hstandi ng the increased quantity of commoditi es,



notwi thstanding its augnented riches, and its augnented neans of

enj oynent, have a |l ess amobunt of value. By constantly increasing the
facility of production, we constantly dimnish the value of sonme of the
commodi ti es before produced, though by the sane neans we not only

add to the national riches, but also to the power of future production.
Many of the errors in political econonmy have arisen fromerrors on this
subj ect, fromconsidering an increase of riches, and an increase of

val ue, as neaning the sane thing, and from unfounded notions as to

what constituted a standard neasure of value. One nan consi ders noney

as a standard of value, and a nation grows richer or poorer, according to
him in proportion as its comodities of all kinds can exchange for

nore or | ess nmoney. Others represent noney as a very conveni ent
medi um for the purpose of barter, but not as a proper neasure by which
to estinmate the value of other things; the real neasure of val ue
according to them is corn,(43*) and a country is rich or poor, according
as its commodities will exchange for nore or |ess corn.(44*) There are

ot hers again, who consider a country rich or poor, according to the
quantity of labour that it can purchase. But why should gold, or corn, or
| abour, be the standard nmeasure of value, nore than coals or iron? -

nmore than cloth, soap, candles, and the other necessaries of the | abourer?
- why, in short, should any conmodity, or all commobdities together, be
the standard, when such a standard is itself subject to fluctuations in
value? Corn, as well as gold, may fromdifficulty or facility of
production, vary 10, 20, or 30 per cent, relatively to other things; why
shoul d we al ways say, that it is those other things which have varied,
and not the corn? That conmodity is alone invariable, which at al

tinmes requires the sane sacrifice of toil and |labour to produce it. O
such a commodity we have no know edge, but we nmay hypothetically

argue and speak about it, as if we had; and nmay inprove our know edge

of the science, by shewing distinctly the absolute inapplicability of all
t he standards which have been hitherto adopted. But supposing either of

these to be a correct standard of value, still it would not be a standard of

riches, for riches do not depend on value. A nman is rich or poor

according to the abundance of necessaries and | uxuries which he can
command; and whet her the exchangeabl e val ue of these for noney, for

corn, or for labour, be high or low, they will equally contribute to the
enjoynent of their possessor. It is through confounding the ideas of

value and wealth, or riches that it has been asserted, that by dim nishing
the quantity of comodities, that is to say of the necessari es,

conveni ences, and enjoynents of human life, riches nay be increased. If
val ue were the neasure of riches, this could not be deni ed, because by
scarcity the value of comodities is raised; but if Adam Smith be

correct, if riches consist in necessaries and enjoynents, then they cannot
be increased by a dimnution of quantity.

It is true, that the nan in possession of a scarce commpdity is richer
by neans of it he can command nore of the necessaries and enjoynents
of human life; but as the general stock out of which each man's riches
are drawn, is dimnished in quantity, by all that any individual takes
fromit, other nen's shares nust necessarily be reduced in proportion as
this favoured individual is able to appropriate a greater quantity to
hi msel f.

Let water becone scarce, says Lord Lauderdal e, and be excl usively
possessed by an individual, and you will increase his riches, because
water will then have value; and if wealth be the aggregate of individua
riches, you will by the same neans also increase wealth. You
undoubtedly will increase the riches of this individual, but inasnmuch as
the farnmer nust sell a part of his corn, the shoemaker a part of his shoes,
and all nmen give up a portion of their possessions for the sol e purpose of
suppl ying thensel ves with water, which they before had for nothing,
they are poorer by the whole quantity of commodities which they are

if



obliged to devote to this purpose, and the proprietor of water is benefited
precisely by the anmount of their |oss. The sane quantity of water, and
the sane quantity of comodities, are enjoyed by the whol e society, but
they are differently distributed. This is, however, supposing rather a
nmonopoly of water than a scarcity of it. If it should be scarce, then the
riches of the country and of individuals would be actually dimnished,

i nasnuch as it would be deprived of a portion of one of its enjoynents.
The farnmer would not only have |l ess corn to exchange for the other

commodi ties which might be necessary or desirable to him but he, and
every other individual, would be abridged in the enjoynent of one of the
nost essential of their conforts. Not only would there be a different
distribution of riches, but an actual |oss of wealth.

It may be said, then, of two countries possessing precisely the sanme
quantity of all the necessaries and conforts of life, that they are equally
rich, but the value of their respective riches would depend on the
conmparative facility or difficulty with which they were produced. For if
an i nproved piece of machinery should enable us to nake two pair of
stocki ngs, instead of one, without additional |abour, double the quantity
woul d be given in exchange for a yard of cloth. If a simlar
i mprovenent be nade in the manufacture of cloth, stockings and cloth
wi || exchange in the same proportions as before, but they will both have
fallen in value; for in exchanging themfor hats, for gold, or other
commodities in general, twice the former quantity nust be given
Extend the inprovenent to the production of gold, and every other
commodity; and they will all regain their forner proportions. There will
be double the quantity of conmodities annually produced in the
country, and therefore the wealth of the country will be doubl ed, but
this wealth will not have increased in val ue.

Al t hough Adam Smith has given the correct description of riches,
which | have nore than once noticed, he afterwards explains them
differently, and says, 'that a man nust be rich or poor according to the
quantity of | abour which he can afford to purchase.' Now, this
description differs essentially fromthe other, and is certainly incorrect;
for, suppose the mnes were to becone nore productive, so that gold and
silver fell in value, fromthe greater facility of their production; or that
velvets were to be manufactured with so nmuch | ess | abour than before,
that they fell to half their forner value; the riches of all those who
purchased t hose commoditi es woul d be increased; one nman m ght
increase the quantity of his plate, another night buy double the
quantity of velvet; but with the possession of this additional plate and
vel vet, they could enploy no nore | abour than before; because, as the
exchangeabl e val ue of velvet and of plate would be | owered, they nust
part with proportionally nore of these species of riches to purchase a
day's | abour. Riches, then, cannot be estinmated by the quantity of
| abour whi ch they can purchase.

From what has been said, it will be seen that the wealth of a country
may be increased in two ways. it nay be increased by enploying a
greater portion of revenue in the nai ntenance of productive |abour, -
which will not only add to the quantity, but to the value of the mass of
commodities; or it may be increased, w thout enploying any additiona
quantity of | abour, by making the same quantity nore productive, -
which will add to the abundance, but not to the value of commoditi es.

In the first case, a country would not only becone rich, but the val ue
of its riches would increase. It would becone rich by parsinony. by
dimnishing its expenditure on objects of |luxury and enjoynent; and
enpl oyi ng those savings in reproduction

In the second case, there will not necessarily be either any dim nished
expenditure on luxuries and enjoynents, or any increased quantity of
producti ve | abour enpl oyed, but with the same | abour nore would be
produced; wealth would increase, but not value. O these two nodes of



increasing wealth, the last nust be preferred, since it produces the sane
effect without the privation and di m nution of enjoynents, which can

never fail to acconpany the first node. Capital is that part of the wealth
of a country which is enployed with a viewto future production, and

may be increased in the same manner as wealth. An additional capita

will be equally efficacious in the production of future wealth, whether it
be obtained frominprovenents in skill and nmachi nery, or from using

nore revenue reproductively; for wealth al ways depends on the quantity

of commodities produced, without any regard to the facility with which
the instrunments enployed in production may have been procured. A

certain quantity of clothes and provisions will nmaintain and enploy the
same nunber of men, and will therefore procure the sane quantity of

work to be done, whether they be produced by the |abour of 100 or 200

men; but they will be of twice the value if 200 have been enpl oyed on
their production.

M Say, notwi thstanding the corrections he has nade in the fourth and
| ast edition of his work, 'Trait=E9 d' Economi e Politique,' appears to ne to
have been singularly unfortunate in his definition of riches and val ue.

He considers these two terns as synonynous, and that a nan is rich in
proportion as he increases the value of his possessions, and is enabled to
command an abundance of commodities. 'The value of inconmes is then

i ncreased,' he observes, 'if they can procure, it does not signify by what
means, a greater quantity of products.' According to M Say, if the
difficulty of producing cloth were to double, and consequently cloth

was to exchange for double the quantity of the comodities for which it
exchanged before, it would be doubled in value, to which | give ny
fullest assent; but if there were any peculiar facility in producing the
commodities, and no increased difficulty in producing cloth, and cloth
shoul d i n consequence exchange as before for double the quantity of
commodities, M Say would still say that cloth had doubl ed in val ue,
whereas according to ny view of the subject, he should say, that cloth
retained its fornmer value, and those particular commodities had fallen

to half their former value. Must not M Say be inconsistent with hinself
when he says, that by facility of production, two sacks of corn nay be
produced by the same neans that one was produced before, and that

each sack will therefore fall to half its fornmer value, and yet naintain
that the clothier who exchanges his cloth for two sacks of corn, will
obt ai n doubl e the val ue he before obtained, when he could only get one
sack in exchange for his cloth. If two sacks be of the value that one was
of before, he evidently obtains the sane value and no nore, - he gets,

i ndeed, double the quantity of riches double the quantity of utility -
doubl e the quantity of what Adam Snith calls value in use, but not

doubl e the quantity of value, and therefore M Say cannot be right in
considering value, riches, and utility to be synonynous. |ndeed, there
are nany parts of M Say's work to which | can confidently refer in
support of the doctrine which | nmaintain, respecting the essential

di fference between value and riches, although it nust be confessed that
there are al so various other passages in which a contrary doctrine is

mai nt ai ned. These passages | cannot reconcile, and | point them out by
putting themin opposition to each other, that M Say may, if he should
do nme the honour to notice these observations in any future edition of his
wor k, give such explanations of his views as nay renpove the difficulty,
whi ch nany others, as well as nyself, feel in our endeavours to expound

t hem

1. In the exchange of two products, we only in fact exchange the
productive services which have served to creak them.. p. 504.

2. There is no real dearness but that which arises fromthe cost of
production. A thing really dear, is that which cost, nmuch in
producing. ................. 457.



3. The value of all the productive services that nust be consuned to
create a product, constitute the cost of production of that
product................. 505.

4. It is utility which determ nes the demand for a conmmodity, but it is
the cost of it production which Iimt the extent of it demand. \Wen it
utility does not elevate its value to the level of the cost of production
the thing is not worth what it cost; it is a proof that the productive
services mght be enployed to create a commodity of a superior val ue.
The possessors of productive funds, that is to say, those who have the
di sposal of |abour, of capital or |land, are perpetually occupied in
comparing the cost of production with the value of the things produced,
or which cones to the sane thing, in conparing the value of different
commodities with each other; because the cost of production is nothing
el se but the value of productive services, consuned in formng a
production; and the value of a productive service is nothing el se than
the value of the commodity, which is the result. The value of a
commodity, the value of a productive service, the value of the cost of
production are all, then, simlar values when every thing is left to its
nat ural course

5. The value of incomes is then increased, if they can procure (it does not
signify by what neans,) a greater quantity of product.

6. Price is the nmeasure of the value of things, and their value is the
measure of their utility. 1 Vol................... p. 4

7. Exchanges made freely, shew at the tinme, in the place, and in the state
of society in which we are, the value which men attach to the things
exchanged. .. ... 466.

8. To produce, is to create value, by giving or increasing the utility of a
thing, and thereby establishing a demand for it, which is the first cause
of it value. Vol. 2............. 487

9. Uility being created, constitutes a product. The exchangeabl e val ue
which results, is only the neasure of this utility, the neasure of the
production which has taken place........... 490

10. The utility which people of a particular country find in a product
can no otherw se be appreciated than by the price which they give for
it..... 502.

11. This price, is the neasure of the utility, which it has in the judgnent
of men; of the satisfaction which they derive fromconsumng it,

because they woul d not prefer consuming this utility, if for the price
which it cost they could acquire a utility which would give them nore
satisfaction................... 506

12. The quantity of all other conmobdities which a person can
i medi ately obtain in exchange for the commodity of which he wi shes
to dispose, is at all times a value not to be disputed. Vol. 2..... 4

If there is no real dearness but that which arises from cost of
production, (see 2.) how can a conmobdity be said to rise in value, (see
5.) if its cost of production be not increased? and nerely because it wll
exchange for nore of a cheap commodity for nore of a cormmodity the
cost of production of which has dimnished? Wien | give 2,000 tines
more cloth for a pound of gold than I give for a pound of iron, does it
prove that | attach 2,000 tines nore utility to gold than | do to iron?
certainly not; it proves only as admtted by M Say, (see 4.) that the cost



of production of gold is 2,000 tines greater than the cost of production
of iron. If the cost of production of the two netals were the sane, |
shoul d give the sane price for them but if utility were the neasure of
value, it is probable | should give nore for the iron. It is the conpetition
of the producers 'who are perpetually enployed in conparing the cost of
production with the value of the thing produced,' (see 4.) which
regul ates the value of different comodities. If, then, | give one shilling
for a loaf, and 21 shillings for a guinea, it is no proof that this in ny
estinmation is the conparative neasure of their utility.

In No. 4, M Say nmintains with scarcely any variation, the doctrine
which | hold concerning value. In his productive services, he includes

the services rendered by | and, capital, and labour; in mne | include
only capital and | abour, and wholly exclude |land. Qur difference
proceeds fromthe different view which we take of rent: | always

consider it as the result of a partial nonopoly, never really regulating
price, but rather as the effect of it. If all rent were relinqui shed by
| andl ords, | am of opinion, that the commodities produced on the I and
woul d be no cheaper, because there is always a portion of the sane
commodi ties produced on land, for which no rent is or can be paid, as
the surplus produce is only sufficient to pay the profits of stock

To concl ude, although no one is nore disposed than | amto estinmate
hi ghly the advantage which results to all classes of consuners, fromthe

real abundance and cheapness of commodities, | cannot agree with M
Say, in estimating the value of a commodity, by the abundance of other
commodities for which it will exchange; | am of the opinion of a very

di stinguished witer, M Destutt de Tracy, who says, that 'To neasure
any one thing is to conpare it with a determinate quantity of that sane
thing which we take for a standard of conparison, for unity. To
measure, then to ascertain a length, a weight, a value, is to find how
many tines they contain netres, grames, francs, in a word, unities of
the sane description.' A franc is not a neasure of value for any thing,
but for a quantity of the sane netal of which francs are nade, unless
francs, and the thing to be neasured, can be referred to sone other
measure which is common to both. This, | think, they can be, for they
are both the result of labour.' and, therefore, |abour is a common
measure, by which their real as well as their relative value may be
estinmated. This also, | am happy to say, appears to be M Destutt de
Tracy's opinion.(45*) He says, 'as it is certain that our physical and
nmoral faculties are alone our original riches, the enploynent of those
faculties, |abour of sone kind, is our only original treasure, and that it
is always fromthis enploynent, that all those things are created which
we call riches, those which are the nost necessary, as well as those
which are the nost purely agreeable. It is certain too, that all those
things only represent the | abour which has created them and if they
have a value, or even two distinct values, they can only derive them
fromthat of the | abour fromwhich they enmanate.

M Say, in speaking of the excellences and inperfections of the great
work of Adam Smith, inputes to him as an error, that, he attributes to
the | abour of nman al one, the power of producing value. A nore correct
anal ysis shews us that value is owing to the action of |abour, or rather
the industry of man, conbined with the action of those agents which
nature supplies, and with that of capital. Hs ignorance of this principle
prevented himfromestablishing the true theory of the influence of
machi nery in the production of riches.

In contradiction to the opinion of AdamSmith, M Say, in the fourth
chapter, speaks of the value which is given to cormodities by natura
agents, such as the sun, the air, the pressure of the atnosphere, &c.,
whi ch are sonetinmes substituted for the | abour of man, and sonetines
concur with himin producing. (46*) But these natural agents, though
they add greatly to value in use, never add exchangeabl e val ue, of



which M Say is speaking, to a conmodity: as soon as by the aid of
machi nery, or by the know edge of natural philosophy, you oblige
natural agents to do the work which was before done by nman, the
exchangeabl e val ue of such work falls accordingly. If ten nmen turned a

corn mll, and it be discovered that by the assistance of wi nd, or of
wat er, the | abour of these ten nmen may be spared, the flour which is the
produce partly of the work perforned by the mll, would i nmedi ately

fall in value, in proportion to the quantity of |abour saved; and the

soci ety would be richer by the commodities which the | abour of the ten
men coul d produce, the funds destined for their maintenance being in

no degree inpaired. M Say constantly overl ooks the essential difference
that there is between value in use, and val ue i n exchange.

M Say accuses Dr Smith of having overl ooked the value which is
given to comuodities by natural agents, and by nachi nery, because he
considered that the value of all things was derived fromthe | abour of
man; but it does not appear to nme, that this charge is nade out; for
Adam Sni t h nowhere underval ues the services which these natura
agents and machi nery performfor us, but he very justly distinguishes
the nature of the value which they add to comobdities - they are
serviceable to us, by increasing the abundance of productions, by
maki ng nen richer, by adding to value in use; but as they performtheir
work gratuitously, as nothing is paid for the use of air, of heat, and of
wat er, the assistance which they afford us, adds nothing to value in
exchange.

Chapter 21
Ef fects of Accunmulation on Profits and Interest

FROM t he account which has been. given of the profits of stock, it wll
appear, that no accunul ation of capital will permanently | ower profits,
unl ess there be some permanent cause for the rise of wages. If the funds
for the mai ntenance of |abour were doubl ed, trebled, or quadrupled,

there woul d not long be any difficulty in procuring the requisite

nunber of hands, to be enpl oyed by those funds; but owing to the
increasing difficulty of making constant additions to the food of the
country, funds of the sane val ue would probably not maintain the same
quantity of labour. If the necessaries of the worknman could be
constantly increased with the sanme facility, there could be no

permanent alteration in the rate of profits or wages, to whatever anount
capital might be accumul ated. Adam Snith, however, uniformy

ascribes the fall of profits to accumul ation of capital, and to the
conpetition which will result fromit, w thout ever adverting to the
increasing difficulty of providing food for the additional nunber of

| abourers which the additional capital will enploy. 'The increase of
stock,' he says, 'which raises wages, tends to lower profit. \Wen the
stocks of many rich nerchants are turned into the sane trade, their

mut ual conpetition naturally tends to lower its profit; and when there is
a like increase of stock in all the different trades carried on in the sane
society, the same conpetition nust produce the sanme effect in all.

Adam Snith speaks here of a rise of wages, but it is of a tenporary rise,
proceeding fromincreased funds before the population is increased; and
he does not appear to see, that at the sane tine that capital is increased,
the work to be effected by capital, is increased in the same proportion
M Say has, however, nost satisfactorily shewn, that there is no anount
of capital which nay not be enployed in a country, because denand is
only limted by production. No man produces, but with a viewto

consunme or sell, and he never sells, but with an intention to purchase
some other comodity, which may be i mmedi ately useful to him or

whi ch may contribute to future production. By producing, then, he



necessarily becones either the consuner of his own goods, or the
purchaser and consuner of the goods of sone other person. It is not to be
supposed that he should, for any length of tine, be ill-inforned of the
commodi ti es which he can nobst advantageously produce, to attain the
obj ect which he has in view, nanely, the possession of other goods; and,
therefore, it is not probable that he will continually produce a
commodity for which there is no denmand. (47*)

There cannot, then, be accunulated in a country any anount of
capital which cannot be enpl oyed productively, until wages rise so
hi gh in consequence of the rise of necessaries, and so little consequently
remains for the profits of stock, that the notive for accurul ation
ceases. (48*) Wiile the profits of stock are high, men will have a notive
to accunul ate. Wiilst a nan has any w shed for gratification
unsupplied, he will have a demand for nore commodities; and it will be
an effectual demand whil e he has any new value to offer in exchange for
them If ten thousand pounds were given to a nman havi ng =A3100, 000 per
annum he would not lock it up in a chest, but would either increase his
expenses by =A310, 000; enploy it hinself productively, or lend it to sone
other person for that purpose; in either case, denmand woul d be
i ncreased, although it would be for different objects. If he increased his
expenses, his effectual denmand ni ght probably be for buildings,
furniture, or sone such enjoynent. If he enployed his =A310, 000
productively, his effectual demand would be for food, clothing, and raw
mat eri al, which nmight set new | abourers to work; but still it would be
demand. (49*)

Productions are always bought by productions, or by services; noney
is only the nedium by which the exchange is effected. Too nuch of a
particul ar commodity may be produced, of which there may be such a
glut in the narket, as not to repay the capital expended on it; but this
cannot be the case with respect to all commodities; the demand for corn
is limted by the nouths which are to eat it, for shoes and coats by the
persons who are to wear them but though a community, or a part of a
community, may have as nmuch corn, and as nmany hats and shoes, as it is
abl e or may wi sh to consune, the sane cannot be said of every
comodi ty produced by nature or by art. Some woul d consune nore
wine, if they had the ability to procure it. Qhers having enough of w ne,
woul d wi sh to increase the quantity or inprove the quality of their
furniture. Gthers mght wish to ornanent their grounds, or to enlarge
their houses. The wish to do all or sone of these is inplanted in every
man's breast; nothing is required but the nmeans, and nothing can afford
the nmeans, but an increase of production. If |I had food and necessaries at
my disposal, | should not be long in want of worknen who woul d put ne
i n possession of sone of the objects nost useful or nobst desirable to ne.

Whet her these increased productions, and the consequent denand
whi ch they occasion, shall or shall not lower profits, depends solely on
the rise of wages; and the rise of wages, excepting for a limted period,
on the facility of producing the food and necessaries of the | abourer.
say excepting for a limted period, because no point is better
established, than that the supply of labourers will always ultimtely be
in proportion to the nmeans of supporting them

There is only one case, and that will be tenporary, in which the
accunul ation of capital with a low price of food nmay be attended with a
fall of profits; and that is, when the funds for the naintenance of | abour
i ncrease nmuch nore rapidly than popul ation; - wages will then be high
and profits low If every man were to forego the use of |uxuries, and be
intent only on accurul ation, a quantity of necessaries night be
produced, for which there could not be any i nmedi ate consunption. O
commodities so linmted in nunber, there m ght undoubtedly be an
uni versal glut, and consequently there night neither be demand for an
additional quantity of such conmodities, nor profits on the enpl oynent



of nore capital. If nmen ceased to consune, they would cease to produce.
Thi s adni ssion does not inpugn the general principle. In such a country
as England, for exanple, it is difficult to suppose that there can be any
di sposition to devote the whole capital and | abour of the country to the
production of necessaries only.

When nerchants engage their capitals in foreign trade, or in the
carrying trade, it is always fromchoice, and never from necessity. it is
because in that trade their profits will be sonewhat greater than in the
home trade

Adam Snith has justly observed 'that the desire of food is limted in
every man by the narrow capacity of the human stonmach, but the desire
of the conveni ences and ornaments of building, dress, equipage, and
househol d furniture, seens to have no linmit or certain boundary.' Nature
then has necessarily limted the anount of capital which can at any one
time be profitably engaged in agriculture, but she has placed no linits
to the anount of capital that nmay be enployed in procuring 'the
conveni ences and ornanents' of life. To procure these gratifications in
the greatest abundance is the object in view, and it is only because
foreign trade, or the carrying trade, will acconplish it better, that nen
engage in themin preference to manufacturing the commodities
required, or a substitute for them at hone. |If, however, from peculi ar
circunstances, we were precluded from engaging capital in foreign
trade, or in the carrying trade, we should, though with | ess advantage,
enploy it at home; and while there is nolimt to the desire of
' conveni ences, ornanents of building, dress, equipage, and househol d
furniture,' there can be no limt to the capital that nay be enployed in
procuring them except that which bounds our power to nmaintain the
wor kmen who are to produce them

Adam Snith, however, speaks of the carrying trade as one, not of
choi ce, but of necessity; as if the capital engaged in it would be inert if
not so enployed, as if the capital in the hone trade could overflow, if
not confined to a limted anount. He says, 'when the capital stock of
any country is increased to such a degree, that it cannot be all enployed
i n supplying the consunption, and supporting the productive |abour of
that particular country, the surplus part of it naturally disgorges itself
into the carrying trade, and is enployed in performng the sane offices
to other countries.

" About ni nety-six thousand hogsheads of tobacco are annually
purchased with a part of the surplus produce of British industry. But the
demand of Great Britain does not require, perhaps, nore than fourteen
thousand. |If the renaining eighty two thousand, therefore, could not be
sent abroad and exchanged for sonething nore in demand at hone, the
i mportation of themwould cease immediately, and with it the
productive | abour of all the inhabitants of Geat Britain, who are at
present enployed in preparing the goods with which these eighty-two
t housand hogsheads are annual |y purchased.' But could not this portion
of the productive |abour of Geat Britain be enployed in preparing
some ot her sort of goods, with which sonething nore in denmand at hone
m ght be purchased? And if it could not, nmight we not enploy this
productive | abour, though with | ess advantage, in nmaking those goods
in demand at hone, or at |east sonme substitute for then? If we wanted
vel vets, mght we not attenpt to nake velvets; and if we could not
succeed, m ght we not nake nore cloth, or sone other object desirable
to us?

We nmanufacture commodities, and with them buy goods abroad,
because we can obtain a greater quantity than we could nake at hone.
Deprive us of this trade, and we i nmedi ately nmanufacture again for
ourselves. But this opinion of AdamSmith is at variance with all his
general doctrines on this subject. 'If a foreign country can supply us
with a commodity cheaper than we ourselves can nake it, better buy it



of themwith some part of the produce of our own industry, enployed in
a way in which we have sone advantage. The general industry of the
country being always in proportion to the capital which enploys it, wll
not thereby be di mnished, but only left to find out the way in which it
can be enployed with the greatest advantage.

Agai n. 'Those, therefore, who have the command of nore food than
they thensel ves can consune, are always willing to exchange the
surplus, or, what is the sane thing, the price of it, for gratifications of
anot her kind. Wat is over and above satisfying the linmted desire, is
given for the amusenent of those desires which cannot be satisfied, but
seemto be altogether endless. The poor, in order to obtain food, exert
thenselves to gratifying those fancies of the rich; and to obtain it nore
certainly, they vie with one another in the cheapness and perfection of
their work. The nunber of workmen increases with the increasing
quantity of food, or with the growing inprovenent and cultivation of
the lands; and as the nature of their business admts of the utnost
subdi vi sions of |abours, the quantity of materials which they can work
up increases in a nmuch greater proportion than their nunbers. Hence
ari ses a demand for every sort of material which hunman invention can
enpl oy, either usefully or ornanentally, in building, dress, equipage, or
househol d furniture; for the fossils and nminerals contained in the bowels
of the earth, the precious netals, and the precious stones.

It follows then fromthese admi ssions that there is nolimt to demand
no limt to the enploynent of capital while it yields any profit, and that
however abundant capital nmay becone, there is no other adequate
reason for a fall of profit but a rise of wages, and further it may be
added, that the only adequate and permanent cause for the rise of wages
is the increasing difficulty of providing. food and necessaries for the
i ncreasi ng nunber of worknen.

Adam Snith has justly observed, that it is extrenely difficult to
deternmine the rate of the profits of stock. '"Profit is so fluctuating, that
even in a particular trade, and nuch nore in trades in general, it would
be difficult to state the average rate of it. To judge of what it may have
been fornmerly, or in renote periods of tine, with any degree of precision
must be altogether inpossible.' Yet since it is evident that nmuch will be
given for the use of noney, when nmuch can be nade by it, he suggests
that 'the market rate of interest will lead us to formsone notion of the
rate of profits, and the history of the progress of interest afford us that of
the progress of profits.' Undoubtedly if the narket rate of interest could
be accurately known for any considerabl e period, we should have a
tolerably correct criterion, by which to estinate the progress of profits.

But in all countries, fromm staken notions of policy, the State has
interfered to prevent a fair and free nmarket rate of interest, by inposing
heavy and ruinous penalties on all those who shall take nore than the
rate fixed by law. In all countries probably these | aws are evaded, but
records give us little information on this head, and point out rather the
Il egal and fixed rate, than the nmarket rate of interest. During the present
war, Exchequer and Navy Bills have been frequently at so high a
di scount, as to afford the purchasers of them 7, 8 per cent, or a greater
rate of interest for their noney. Loans have been raised by Governnent
at an interest exceeding 6 per cent and individuals have been frequently
obliged, by indirect neans, to pay nore than 10 per cent for the interest
of nmoney; yet during this same period the legal rate of interest has been
uniformy at 5 per cent. Little dependence for information then can be
pl aced on that which is the fixed and |egal rate of interest, when we find
it may differ so considerably fromthe narket rate. Adam Snith inforns
us, that fromthe 37th of Henry VIII. to 21st of Janes |. 10 per cent
continued to be the legal rate of interest. Soon after the Restoration it
was reduced to 6 per cent, and by the 12th of Anne, to 5 per cent. He
thinks the legal rate foll owed, and did not precede the market rate of



interest. Before the American war, CGovernnent borrowed at 3 per cent,
and the people of credit in the capital, and in nany other parts of the
kingdomat 3 1/2, 4, and 4 1/2 per cent.

The rate of interest, though ultinmately and permanently governed by
the rate of profit, is however subject to tenporary variations from other
causes. Wth every fluctuation in the quantity and val ue of noney, the
prices of comodities naturally vary. They vary al so, as we have
al ready shewn, fromthe alteration in the proportion of supply to
demand, al though there should not be either greater facility or
difficulty of production. Wien the narket prices of goods fall froman
abundant supply, froma dinmnished demand, or froma rise in the val ue
of nmoney, a manufacturer naturally accunul ates an unusual quantity of
finished goods, being unwilling to sell them at very depressed prices. To
meet his ordinary paynments, for which he used to depend on the sal e of
hi s goods, he now endeavours to borrow on credit, and is often obliged to
give an increased rate of interest. This, however, is but of tenporary
duration; for either the nanufacturer's expectations were well grounded,
and the market price of his conmobdities rises, or he discovers that there
is a permanently dinmnished demand, and he no | onger resists the course
of affairs: prices fall, and noney and interest regain their real value. If
by the discovery of a new m ne, by the abuses of banking, or by any
other cause, the quantity of noney be greatly increased, its ultinmate
effect is to raise the prices of commbdities in proportion to the increased
quantity of noney; but there is probably always an interval, during
whi ch sone effect is produced on the rate of interest.

The price of funded property is not a steady criterion by which to
judge of the rate of interest. In tine of war, the stock narket is so | oaded
by the continual |oans of Governnent, that the price of stock has not
time to settle at its fair level, before a new operation of funding takes
place, or it is affected by anticipation of political events. In tine of
peace, on the contrary, the operations of the sinking fund, the
unwi | I i ngness, which a particular class of persons feel to divert their
funds to any other enploynent than that to which they have been
accust onmed, which they think secure, and in which their dividends are
paid with the utnost regularity, elevates the price of stock, and
consequently depresses the rate of interest on these securities below the
general nmarket rate. It is observable too, that for different securities,
Governnment pays very different rates of interest. Wilst =A3100 capital in
5 per cent stock is selling for =A395, an exchequer bill of =A3100, wll be
sonmetines selling for =A3100 5s., for which exchequer bill, no nore
interest will be annually paid than =A34 11s. 3d.: one of these securities
pays to a purchaser at the above prices, an interest of nore than 5 1/4 per
cent, the other but little nore than 4 1/4; a certain quantity of these
exchequer bills is required as a safe and nmarketabl e i nvestnent for
bankers; if they were increased nmuch beyond this denmand, they would
probably be as nuch depreciated as the 5 per cent stock. A stock paying
3 per cent per annumw Il always sell at a proportionally greater price
than stock paying 5 per cent, for the capital debt of neither can be
di scharged but at par, or =A3100 noney for =A3100 stock. The narket rate of
interest my fall to 4 per cent, and Government woul d then pay the
hol der of 5 per cent stock at par, unless he consented to take 4 per cent or
some dimnished rate of interest under 5 per cent: they would have no
advantage from so paying the holder of 3 per cent stock, till the market
rate of interest had fallen below 3 per cent per annum To pay the
interest on the national debt, |arge suns of noney are w thdrawn from
circulation four tines in the year for a few days. These denands for
nmoney being only tenporary, seldomaffect prices; they are generally
surmounted by the paynent of a large rate of interest. (50%)

Chapt er 22



Bounties on Exportation, and Prohibitions of Inportation

A BOUNTY on the exportation of corn tends to lower its price to the
forei gn consuner, but it has no permanent effect on its price in the hone
mar ket .

Suppose that to afford the usual and general profits of stock, the price
of corn should in England be =A34 per quarter; it could not then be
exported to foreign countries where it sold for =A33 15s. per quarter. But if
a bounty of 10s. per quarter were given on exportation, it could be sold
in the foreign market at =A33 10s., and consequently the sane profit would
be afforded to the corn grower, whether he sold it at =A33 10s. in the
foreign, or at =A34 in the hone narket.

A bounty then, which should |ower the price of British corn in the
foreign country, below the cost of producing corn in that country,
woul d naturally extend the demand for British, and di m nish the
demand for their own corn. This extension of demand for British corn
could not fail to raise its price for a time in the home market, and during
that time to prevent also its falling so lowin the foreign market as the
bounty has a tendency to effect. But the causes which would thus
operate on the market price of corn in England woul d produce no effect
what ever on its natural price, or its real cost of production. To grow corn
woul d neither require nore | abour nor nore capital, and, consequently,

if the profits of the farner's stock were before only equal to the profits
of the stock of other traders, they will, after the rise of price, be
consi derably above them By raising the profits of the farner's stock
the bounty will operate as an encouragenent to agriculture, and capita
will be withdrawn from manufactures to be enployed on the land, til

the enlarged denmand for the foreign nmarket has been supplied, when the
price of corn will again fall in the home market to its natural and
necessary price, and profits will be again at their ordinary and
accustoned | evel. The increased supply of grain operating on the
foreign market, will also lower its price in the country to which it is
exported, and will thereby restrict the profits of the exporter to the
| owest rate at which he can afford to trade

The ultimate effect then of a bounty on the exportation of corn, is not
to raise or to lower the price in the honme market, but to |ower the price of
corn to the foreign consuner - to the whole extent of the bounty, if the
price of corn had not before been lower in the foreign, than in the hone
market - and in a |less degree, if the price in the honme had been above the
price in the foreign market.

A witer inthe fifth vol. of the Edinburgh Review, on the subject of a
bounty on the exportation of corn, has very clearly pointed out its
effects on the foreign and hone demand. He has al so justly renarked,
that it would not fail to give encouragenent to agriculture in the
exporting country'. but he appears to have inbi bed the common error
which has nmisled Dr Snmith, and, | believe, nost other witers on this
subj ect. He supposes, because the price of corn ultinmately regul ates
wages, that therefore it will regulate the price of all other commoditi es.
He says that the bounty, 'by raising the profits of farmng, will operate
as an encouragenment to husbandry; by raising the price of corn to the
consuners at home, it will dimnish for the time their power of
purchasing this necessary of life, and thus abridge their real wealth. It is
evi dent, however, that this |ast effect nust be tenporary: the wages of
the | abouring consuners had been adjusted before by conpetition, and
the sane principle will adjust themagain to the sane rate, by raising
the noney price of |abour, and, through that, of. other conmodities, to
the noney price of corn. The bounty upon exportation, therefore, will
ultimately raise the noney price of corn in the honme narket; not
directly, however, but through the nedium of an extended denand in



the foreign market, and a consequent enhancenent of the real price at
hone: and this rise of the noney price, when it has once been
comuni cated to other commodities, will of course becone fixed.

If, however, | have succeeded in shewing that it is not the rise in the
money wages of | abour which raises the price of conmodities, but that
such rise always affects profits, it will follow that the prices of
commodities would not rise in consequence of a bounty.

But a tenporary rise in the price of corn, produced by an increased
demand from abroad, woul d have no effect on the noney price of
| abour. The rise of corn is occasioned by a conpetition for that supply
whi ch was before exclusively appropriated to the honme narket. By
raising profits, additional capital is enployed in agriculture, and the
i ncreased supply is obtained; but till it be obtained, the high price is
absol utely necessary to proportion the consunption to the supply, which
woul d be counteracted by a rise of wages. The rise of corn is the
consequence of its scarcity, and is the neans by which the denand of
the hone purchasers is dimnished. If wages were increased, the
conmpetition would increase, and a further rise of the price of corn would
becone necessary. In this account of the effects of a bounty, nothing has
been supposed to occur to raise the natural price of corn, by which its
mar ket price is ultimately governed; for it has not been supposed, that
any additional |abour would be required on the land to insure a given
production, and this alone can raise its natural price. If the natural price
of cloth were 20s. per yard, a great increase in the foreign demand m ght 20
raise the price to 25s., or nore, but the profits which would then be nade
by the clothier would not fail to attract capital in that direction, and
al t hough the demand shoul d be doubl ed, trebled, or quadrupled, the
supply woul d ultinately be obtained, and cloth would fall to its natura
price of 20s. So, in the supply of corn, although we should export 2, 3, or
800, 000 quarters annually, it would ultimtely be produced at its
natural price, which never varies, unless a different quantity of |abour
becones necessary to production

Perhaps in no part of Adam Smith's justly celebrated work, are his
conclusions nore liable to objection, than in the chapter on bounties. In
the first place, he speaks of corn as of a conmodity of which the
production cannot be increased, in consequence of a bounty on
exportation; he supposes invariably, that it acts only on the quantity
actual ly produced, and is no stinmulus to further reduction. 'In years of
plenty,' he says, 'by occasioning an extraordi nary exportation, it
necessarily keeps up the price of corn in the hone market above what it
would naturally fall to. In years of scarcity, though the bounty is
frequently suspended, yet the great exportation which it occasions in
years of plenty nust frequently hinder, nore or less, the plenty of one
year fromrelieving the scarcity of another. Both in the years of plenty
and in years of scarcity, therefore, the bounty necessarily tends to raise
the noney price of corn sonewhat higher than it otherwi se would be in
the hone market.' (51*)

Adam Snith appears to have been fully aware, that the correctness of
his argunment entirely depended on the fact, whether the increase 'of the
nmoney price of corn, by rendering that conmodity nore profitable to
the farnmer, would not necessarily encourage its production.

"I answer,' he says, 'that this might be the case, if the effect of the
bounty was to raise the real price of corn, or to enable the farner, with
an equal quantity of it, to maintain a greater nunber of |abourers in the
same nmanner, whether liberal, noderate, or scanty, as other |abourers
are comonly nai ntained in his nei ghbourhood.

If nothing were consuned by the | abourer but corn, and if the portion
whi ch he received was the very | owest which his sustenance required,
there night be sonme ground for supposing, that the quantity paid to the
| abourer could, under no circunstances, be reduced, - but the noney



wages of | abour sonetinmes do not rise at all, and never rise in proportion
to the rise in the noney price of corn, because corn, though an inportant
part, is only a part of the consunption of the |abourer. If half his wages
wer e expended on corn, and the other half on soap, candles, fuel, tea,
sugar, clothing, &., comodities on which no rise is supposed to take
place, it is evident that he would be quite as well paid with a bushel and
a half of wheat, when it was 16s. a bushel, as he was with two bushels,
when the price was 8s. per bushel; or with 24s. in noney, as he was
before with 16s. His wages would rise only 50 per cent though corn rose
100 per cent; and, consequently, there would be sufficient notive to
divert nore capital to the land, if profits on other trades continued the
same as before. But such a rise of wages would al so i nduce
manuf acturers to withdraw their capitals from manufactures, to enpl oy
themon the land; for whilst the farnmer increased the price of his
commodity 100 per cent, and his wages only 50 per cent, the
manuf acturer woul d be obliged also to rai se wages 50 per cent, whilst he
had no conpensati on whatever, in the rise of his nanufactured
commodity, for this increased charge of production; capital would
consequently flow from manufactures to agriculture, till the supply
woul d again |l ower the price of corn to 8s. per bushel, and wages to 16s.
per week; when the manufacturer would obtain the sane profits as the
farnmer, and the tide of capital would cease to set in either direction. This
is in fact the node in which the cultivation of corn is always extended,
and the increased wants of the market supplied. The funds for the
mai nt enance of | abour increase, and wages are rai sed. The confortable
situation of the | abourer induces himto marry - popul ation increases,
and the demand for corn raises its price relatively to other things - nore
capital is profitably enployed on agriculture, and continues to fl ow
towards it, till the supply is equal to the demand, when the price again
falls, and agricultural and nmanufacturing profits are again brought to a
| evel

But whet her wages were stationary after the rise in the price of corn
or advanced noderately, or enornously, is of no inportance to this
question, for wages are paid by the manufacturer as well as by the
farnmer, and, therefore, in this respect they nust be equally affected by a
rise in the price of corn. But they are unequally affected in their profits,
i nasnuch as the farnmer sells his comobdity at an advanced price, while
the manufacturer sells his for the sane price as before. It is, however, the
inequality of profit, which is always the inducenent to renove capita
fromone enpl oynent to another; and, therefore, nore corn would be
produced, and fewer comuodities nmanufactured. Manufactures woul d
not rise, because fewer would be nmanufactured, for a supply of them
woul d be obtained in exchange for the exported corn

A bounty, if it raises the price of corn, either raises it in conparison
with the price of other comodities, or it does not. If the affirmative be
true, it is inpossible to deny the greater profits of the farnmer, and the
tenptation to the renoval of capital, till its price is again |owered by an
abundant supply. If it does not raise it in conparison with other
commodities, where is the injury to the honme consuner, beyond the
i nconveni ence of paying the tax? If the nmanufacturer pays a greater
price for his corn, he is conpensated by the greater price at which he
sells his commodity, with which his corn is ultimtely purchased

The error of Adam Snmith proceeds precisely fromthe sane source as
that of the witer in the Edinburgh Review, for they both think 'that the
nmoney price of corn regulates that of all other hone-nade
commodities.' (52*) 'It regulates,' says Adam Snith, 'the noney price of
| abour, which nmust al ways be such as to enable the | abourer to purchase
a quantity of corn sufficient to maintain himand his famly, either in
the liberal, noderate, or scanty manner, in which the advancing,
stationary, or declining circunstances of the society oblige his



enployers to naintain him By regulating the noney price of all the

other parts of the rude produce of land, it regulates that of the materials
of alnost all manufactures. By regulating the noney price of |abour, it
regul ates that of manufacturing art and industry; and by regul ating

both, it regulates that of the conplete manufacture. The nobney price of

| abour, and of every thing that is the produce either of |and and | abour
must necessarily rise or fall in proportion to the noney price of corn.

This opinion of Adam Snmith, | have before attenpted to refute. In
considering a rise in the price of comobdities as a necessary
consequence of a rise in the price of corn, he reasons as though there
were no other fund fromwhich the increased charge could be paid. He
has wholly negl ected the consideration of profits, the dininution of
which fornms that fund, without raising the price of conmodities. If this
opinion of Dr Smith were well founded, profits could never really fall
what ever accunul ation of capital there might be. |If, when wages rose,
the farnmer could raise the price of his corn, and the clothier, the hatter
t he shoenaker, and every other manufacturer, could also raise the price
of their goods in proportion to the advance, although estimated in
money they might be all raised, they would continue to bear the sane
value relatively to each other. Each of these trades could conmand the
same quantity as before of the goods of the others, which, since it is
goods, and not noney, which constitute wealth, is the only circunstance
that could be of inportance to them and the whole rise in the price of
raw produce and of goods, would be injurious to no other persons but to
t hose whose property consisted of gold and silver, or whose annua
incone was paid in a contributed quantity of those netals, whether in
the formof bullion or of noney. Suppose the use of noney to be wholly
| aid aside, and all trade to be carried on by barter. Under such
circunstances, could corn rise in exchangeabl e value with other things?

If it could, then it is not true that the value of corn regul ates the val ue of
all other commodities; for to do that, it should not vary in relative val ue
to them If it could not, then it must be maintained, that whether corn be
obtained on rich, or on poor land, with nuch labour, or with little, with

the aid of nmachinery, or without, it would always exchange for an equa
quantity of all other comudities.

| cannot, however, but remark that, though Adam Smith's genera
doctrines correspond with this which | have just quoted, yet in one part
of his work he appears to have given a correct account of the nature of
val ue. ' The proportion between the value of gold and silver, and that of
goods of any other kind, DEPENDS IN ALL CASES,' he says, 'upon the
proportion between the quantity of |abour which is necessary in order to
bring a certain quantity of gold and silver to market, and that which is
necessary to bring thither a certain quantity of any other sort of goods.
Does he not here fully acknow edge that if any increase takes place in
the quantity of |abour, required to bring one sort of goods to narket,
whi | st no such increase takes place in bringing another sort thither, the
first sort will rise in relative value. If no nore |abour than before be
required to bring either cloth or gold to market, they will not vary in
relative value, but if nore | abour be required to bring corn and shoes to
market, will not corn and shoes rise in value relatively to cloth, and
money nede of gol d?

Adam Snith again considers that the effect of the bounty is to cause a
partial degradation in the value of nobney. 'That degradation,' says he,
“in the value of silver, which is the effect of the fertility of the mnes,
and which operates equally, or very nearly equally, through the greater
part of the comercial world, is a matter of very little consequence to
any particular country. The consequent rise of all nobney prices, though
it does not nake those who receive themreally richer, does not nake
themreally poorer. A service of plate becones really cheaper, and every
thing el se remains precisely of the sane real value as before.' This



observation is nost correct.

"But that degradation in the value of silver, which being the effect
either of the peculiar situation, or of the political institutions of a
particul ar country, takes place only in that country, is a nmatter of very
great consequence, which, far fromtending to nake any body really
richer, tends to nake every body really poorer. The rise in the noney
price of all conmodities, which is in this case peculiar to that country,
tends to discourage nore or |less every sort of industry which is carried
on withinit, and to enable foreign nations, by furnishing alnost all
sorts of goods for a snaller quantity of silver than its own worknmen can
afford to do, to undersell them not only in the foreign, but even in the
home mar ket .

I have el sewhere attenpted to shew that a partial degradation in the
val ue of noney, which shall affect both agricultural produce, and
manuf act ured conmoditi es, cannot possibly be permanent. To say that
money is partially degraded, in this sense, is to say that all commodities
are at a high price; but while gold and silver are at liberty to nake
purchases in the cheapest nmarket, they will be exported for the cheaper
goods of other countries, and the reduction of their quantity, will
increase their value at home; comodities will regain their usual |evel
and those fitted for foreign markets will be exported, as before.

A bounty, therefore, cannot, | think, be objected to on this ground.

If then, a bounty raises the price of corn in conparison with all other
things, the farmer will be benefited, and nore land will be cultivated;
but if the bounty do not raise the value of corn relatively to other things,
then no other inconvenience will attend it, than that of paying the
bounty; one which | neither wish to conceal nor underrate.

Dr Smith states, that 'by establishing high duties on the inportation
and bounties on the exportation of corn, the country gentl enmen seened
to have imtated the conduct of the manufacturers,' By the same neans,
bot h had endeavoured to raise the value of their comodities. 'They did
not, perhaps, attend to the great and essential difference which nature
has established between corn, and al nost every other sort of goods.

When by either of the above neans, you enabl e our nmanufacturers to sel
their goods for sonmewhat a better price than they otherw se could get for
them you raise not only the nominal, but the real price of those goods.
You increase not only the nomnal, but the real profit, the real wealth
and revenue of those manufacturers you really encourage those

manuf actures. But when, by the like institutions, you raise the nonina
or noney price of corn, you do not raise its real value, you do not
increase the real wealth of our farners or country gentlenmen, you do not
encourage the growth of corn. The nature of things has stanped upon

corn a real value, which cannot be altered by nerely altering its noney
price. Through the world in general, that value is equal to the quantity
of labour which it can maintain.

| have already attenpted to shew, that the nmarket price of corn would,
under an increased demand fromthe effects of a bounty, exceed its
natural price, till the requisite additional supply was obtained, and that
then it would again fall to its natural price. But the natural price of corn
is not so fixed as the natural price of cormodities; because, with any
great additional demand for corn, land of a worse quality nust be taken
into cultivation, on which nore |abour will be required to produce a
given quantity, and the natural price of corn will be raised. By a
continued bounty, therefore, on the exportation of corn, there would be
created a tendency to a pernmanent rise in the price of corn, and this, as
have shewn el sewhere, (53*) never fails to raise rent. Country gentl enen,
then, have not only a tenporary but a pernmanent interest in prohibitions
of the inportation of corn, and in bounties on its exportation; but
manuf acturers have no permanent interest in establishing high duties on
the inportation, and bounties on the exportation of commodities; their



interest is wholly tenporary.

A bounty on the exportation of manufactures will, undoubtedly, as Dr
Smith contends, raise for a tine the market price of manufactures, but it
will not raise their natural price. The | abour of 200 nmen will produce
doubl e the quantity of these goods that 100 coul d produce before; and,
consequently, when the requisite quantity of capital was enployed in
supplying the requisite quantity of manufactures, they would again fal
to their natural price, and all advantage from a high narket price would
cease. It is, then, only during the interval after the rise in the nmarket
price of commopdities, and till the additional supply is obtained, that the
manuf acturers will enjoy high profits; for as soon as prices had
subsided, their profits would sink to the general |evel

I nstead of agreeing, therefore, with Adam Smith, that the country
gentl enen had not so great an interest in prohibiting the inportation of
corn, as the manufacturer had in prohibiting the inportation of
manuf act ured goods, | contend, that they have a nmuch superior interest;
for their advantage is permanent, while that of the manufacturer is only
tenporary. Dr Smith observes, that nature has established a great and
essential difference between corn and other goods, but the proper
inference fromthat circunstance is directly the reverse of that which he
draws fromit; for it is on account of this difference that rent is created,
and that country gentlenmen have an interest in the rise of the natura
price of corn. Instead of conparing the interest of the manufacturer
with the interest of the country gentleman, Dr Smth shoul d have
conpared it with the interest of the farner, which is very distinct from
that of his landlord. Manufacturers have no interest in the rise of the
natural price of their comobdities, nor have farnmers any interest in the
rise of the natural price of corn, or other raw produce, though both these
cl asses are benefited while the market price of their productions exceeds
their natural price. On the contrary, |andlords have a nost decided

interest in the rise of the natural price of corn; for the rise of rent is the

i nevitabl e consequence of the difficulty of producing raw produce,
wi thout which its natural price could not rise. Now, as bounties on
exportation and prohibitions of the inmportation of corn increase the
demand, and drive us to the cultivation of poorer |ands, they necessarily
occasion an increased difficulty of production

The sole effect of high duties on the inportation either of
manuf actures or of corn, or of a bounty on their exportation, is to divert
a portion of capital to an enploynment, which it would not naturally
seek. It causes a pernicious distribution of the general funds of the
society - it bribes a nmanufacturer to comence or continue in a
conparatively |less profitable enploynent. It is the worst species of
taxation, for it does not give to the foreign country all that it takes away
fromthe hone country, the bal ance of |o0ss being made up by the |ess
advant ageous distribution of the general capital. Thus, if the price of
corn is in England =A34 and in France =A33 15s. a bounty of 10s. will
ultimitely reduce it to =A33 10s. in France, and naintain it at the sane
price of =A34 in England. For every quarter exported, England pays a tax
of 10s. For every quarter inported into France, France gains only 5s., so
that the value of 5s. per quarter is absolutely lost to the world, by such a
distribution of its funds as to cause di m ni shed production, probably
not of corn, but of sonme other object of necessity or enjoynent.

M Buchanan appears to have seen the fallacy of Dr Snmith's
argunents respecting bounties, and on the |ast passage which | have
quoted, very judiciously remarks: 'In asserting that nature has stanped
a real value on corn, which cannot be altered by nerely altering its
nmoney price, Dr Smith confounds its value in use with its value in
exchange. A bushel of wheat will not feed nore people during scarcity
than during plenty; but a bushel of wheat will exchange for a greater
quantity of luxuries and conveni ences when it is scarce, than when it is



abundant; and the | anded proprietors, who have a surplus of food to
di spose of, will, therefore, in tinmes of scarcity, be richer nen; they wll
exchange their surplus for a greater value of other enjoynents, than
when corn is in greater plenty. It is vain to argue, therefore, that if the
bounty occasions a forced exportation of corn, it will not also occasion a
real rise of price.' The whole of M Buchanan's argunents on this part of
the subject of bounties, appear to me to be perfectly clear and
sati sfactory.

M Buchanan, however, has not, | think, any nore than Dr Snith, or
the witer in the Edi nburgh Review, correct opinions as to the influence
of arise in the price of |abour on manufactured conmodities. Fromhis
pecul iar views, which | have el sewhere noticed, he thinks that the price
of labour has no connexion with the price of corn, and, therefore, that
the real value of corn might and would rise without affecting the price
of labour; but if labour were affected, he would naintain with Adam
Smith and the witer in the Edi nburgh Review, that the price of
manufactured comodities would also rise; and then | do not see how he

woul d di stinguish such a rise of corn, froma fall in the value of noney,
or how he could cone to any other conclusion than that of Dr Snith. In a
note to page 276, vol. i. of the Walth of Nations, M Buchanan

observes,, but the price of corn does not regulate the noney price of all
the other parts of the rude produce of land. It regulates the price neither
of metals, nor of various other useful substances, such as coals, wood,
stones, &c.; and as it does not regulate the price of |abour, it does not
regul ate the price of manufactures; so that the bounty, in so far as it
raises the price of corn, is undoubtedly a real benefit to the farner. It is
not on this ground, therefore, that its policy nmust be argued. Its
encouragenent to agriculture, by raising the price of corn, nust be
admtted; and the question then cones to be, whether agriculture ought

to be thus encouraged?’ - It is then, according to M Buchanan, a rea
benefit to the farnmer, because it does not raise the price of |abour; but if
it did, it would raise the price of all things in proportion, and then it
woul d afford no particular encouragenent to agriculture.

It nmust, however, be conceded, that the tendency of a bounty on the
exportation of any commopdity is to lower in a snall degree the val ue of
money. \Whatever facilitates exportation, tends to accunul ate noney in
a country; and, on the contrary, whatever inpedes exportation, tends to
dimnish it. The general effect of taxation, by raising the prices of the
commodities taxed, tends to dimnish exportation, and, therefore, to
check the influx of noney; and on the sane principle, a bounty
encourages the influx of noney. This is nore fully explained in the
general observations on taxation

The injurious effects of the nercantile system have been fully exposed
by Dr Smith; the whole aimof that systemwas to raise the price of
commodities, in the hone nmarket, by prohibiting foreign conpetition
but this systemwas no nore injurious to the agricultural classes than to
any other part of the comunity. By forcing capital into channels
where it would not otherwise flow, it dimnished the whole anount of
commodi ties produced. The price, though pernanently higher, was not=20
sustai ned by scarcity, but by difficulty of production; and, therefore,

t hough the sellers of such comobdities sold themfor a higher price,
they did not sell them after the requisite quantity of capital was
enpl oyed in produci ng them at higher profits. (54*%)

The manufacturers thensel ves, as consuners, had to pay an
additional price for such conmodities, and, therefore, it cannot be
correctly said, that 'the enhancenent of price occasi oned by both,
(corporation | aws and high duties on the inportations of foreign
commodities,) is every where fully paid by the landlords, farners, and
| abourers of the country.

It is the nore necessary to make this remark, as in the present day the



authority of Adam Smith is quoted by country gentlenen, for inposing
simlar high duties on the inportation of foreign corn. Because the cost
of production, and, therefore, the prices of various manufactured
commodities, are raised to the consunmer by one error in |egislation, the
country has been called upon, on the plea of justice, quietly to subnmit to
fresh exactions. Because we all pay an additional price for our linen
muslin, and cottons, it is thought just that we should pay al so an
additional price for our corn. Because, in the general distribution of the
| abour of the world, we have prevented the greatest anount of
productions from bei ng obtai ned, by our portion of that |abour, in
manuf act ured conmoditi es, we should further punish ourselves by
di m ni shing the productive powers of the general |abour in the supply
of raw produce. It would be much wi ser to acknow edge the errors which
a m staken policy has induced us to adopt, and immediately to
comrence a gradual recurrence to the sound principles of an
universally free trade. (55*)

"l have already had occasion to remark,' observes M Say, 'in speaking
of what is inproperly called the balance of trade, that if it suits a
mer chant better to export the precious netals to a foreign country than
any other goods, it is also the interest of the State that he shoul d export
them because the State only gains or |oses through the channel of its
citizens; and in what concerns foreign trade, that which best suits the
i ndi vidual, best suits also the State; therefore, by opposing obstacles to
the exportation which individuals would be inclined to nake of the
precious netals, nothing is done, than to force themto substitute sone
other comodity less profitable to thenselves and to the State. It nust,
however, be remarked, that | say only in what concerns foreign trade;
because the profits which nmerchants nake by their dealings with their
countrynmen, as well as those which are nade in the exclusive comerce
with colonies, are not entirely gains for the State. In the trade between
i ndi vidual s of the sanme country, there is no other gain but the val ue of
an utility produced; que la valeur d une utilit=E9 produite.' (56*) Vol. i. p.
401. | cannot see the distinction here made between the profits of the
hone and foreign trade. The object of all trade is to increase
productions. If for the purchase of a pipe of wine, | had it in ny power to
export bullion, which was bought with the value of the produce of 100
days' |abour, but Governnent, by prohibiting the exportation of
bul l'ion, should oblige ne to purchase ny wine with a commodity
bought with the value of the produce of 105 days' |abour, the produce of
five days' labour is lost to ne, and, through nme, to the State. But if these
transacti ons took place between individuals, in different provinces of
the sane country, the sane advantage woul d accrue both to the
i ndi vidual, and through him to the country; if he were unfettered in his
choi ce of the comodities, with which he made his purchases; and the=20
same di sadvantage, if he were obliged by Government to purchase with
the | east beneficial comodity. If a manufacturer could work up with
the sane capital, nore iron where coals are plentiful, than he could
where coals are scarce, the country would be benefited by the difference.
But if coals were no where plentiful, and he inported iron, and could
get this additional quantity, by the manufacture of a conmodity, with
the sane capital and | abour, he would in |like manner benefit his
country by the additional quantity of iron. In the 7th Chap. of this work,
I have endeavoured to shew that all trade, whether foreign or donestic,
is beneficial, by increasing the quantity, and not by increasing the
val ue of productions. W shall have no greater val ue, whether we carry
on the nost beneficial honme and foreign trade, or in consequence of
being fettered by prohibitory |laws, we are obliged to content ourselves
with the | east advantageous. The rate of profits, and the val ue produced,
will be the sanme. The advantage al ways resolves itself into that which
M Say appears to confine to the hone trade; in both cases there is no



other gain but that of the value of an utilit=E9 produite.

Chapter 23
On Bounties on Production

It may not be uninstructive to consider the effects of a bounty on
the production of raw produce and other commodities, with a viewto
observe the application of the principles which | have been
endeavouring to establish, with regard to the profits of stock, the
di vision of the annual produce of the Iand and | abour, and the
relative prices of manufactures and raw produce. In the first place
| et us suppose that a tax was inposed on all comodities for the
purpose of raising a fund to be enployed by Governnent, in giving a
bounty on the production of corn. As no part of such a tax would be
expended by Governnent, and as all that was received fromone class of
the people, would be returned to another, the nation collectively
woul d neither be richer nor poorer, fromsuch a tax and bounty. It
woul d be readily allowed, that the tax on comuodities by which the
fund was created, would raise the price of the comvodities taxed; al
the consuners of those comodities, therefore, would contribute
towards that fund; in other words, their natural or necessary price
being rai sed, so would, too, their market price. But for the sane
reason that the natural price of those conmodities would be raised
the natural price of corn would be | owered; before the bounty was paid
on production, the farners obtained as great a price for their corn as
was necessary to repay themtheir rent and their expenses, and afford
themthe general rate of profits; after the bounty, they would receive
nmore than that rate, unless the price of corn fell by a sumat |east
equal to the bounty. The effect then of the tax and bounty, would be
to raise the price of conmodities in a degree equal to the tax |evied
on them and to lower the price of corn by a sumequal to the bounty
paid. It will be observed, too, that no permanent alteration could be
made in the distribution of capital between agriculture and
manuf act ures, because as there would be no alteration, either in the
anount of capital or population, there would be precisely the sane
demand for bread and manufactures. The profits of the farnmer woul d be
no higher than the general level, after the fall in the price of corn
nor would the profits of the manufacturer be lower after the rise of
manuf act ured goods; the bounty then woul d not occasion any nore
capital to be enployed on the land in the production of corn, nor any
| ess in the manufacture of goods. But how would the interest of the
| andl ord be affected? On the sanme principles that a tax on raw produce
woul d | ower the corn rent of |and, |eaving the noney rent unaltered, a
bounty on production, which is directly the contrary of a tax, would
raise corn rent, leaving the noney rent unaltered. (57*) Wth the sane
money rent the | andl ord would have a greater price to pay for his
manuf act ured goods, and a less price for his corn; he would probably
therefore be neither richer nor poorer

Now, whet her such a neasure woul d have any operation on the wages
of labour, would depend on the question, whether the |abourer, in
pur chasi ng commodities, would pay as nuch towards the tax as he would
receive fromthe effects of the bounty, in the Iow price of his food.
If these two quantities were equal, wages woul d continue unaltered;
but if the coompdities taxed were not those consuned by the | abourer
his wages would fall, and his enpl oyer woul d be benefited by the
difference. But this is no real advantage to his enployer; it would
i ndeed operate to increase the rate of his profits, as every fall of



wages nust do; but in proportion as the |abourer contributed less to
the fund from which the bounty was paid, and which, let it be
renenbered, nust be raised, his enployer nust contribute nore; in
other words, he would contribute as nmuch to the tax by his
expenditure, as he would receive in the effects of the bounty and the
hi gher rate of profits together. He obtains a higher rate of profits
to requite himfor his paynent, not only of his own quota of the tax,
but of his labourer's also; the renuneration which he receives for his
| abourer's quota, appears in dimnnished wages, or, which is the sane
thing, in increased profits; the renuneration for his own appears in
the dinmnution in the price of the corn which he consunes, arising
fromthe bounty.

Here it will be proper to remark the different effects produced on
profits froman alteration in the real |abour, or natural, val ue of
corn, and an alteration in the relative value of corn, fromtaxation
and frombounties. If cornis |lowered in price by an alteration in its
| abour price, not only will the rate of the profits of stock be
altered, but the condition of the capitalist will be inproved. Wth
greater profits, he will have no nore to pay for the objects on which
those profits are expended; which does not happen, as we have just
seen, when the fall is occasioned artificially by a bounty. In the
real fall in the value of corn, arising fromless |abour being
required to produce one of the nost inportant objects of nan's
consunption, |abour is rendered nore productive. Wth the sane capita
the sane | abour is enployed, and an increase of productions is the
result; not only then will the rate of profits be increased, but the
condition of himwho obtains themw |l be inproved; not only will each
capitalist have a greater noney revenue, if he enploys the sane noney
capital, but also when that noney is expended, it will procure hima
greater sum of conmmodities; his enjoynments will be augnented. In the
case of the bounty, to balance the advantage which he derives fromthe
fall of one commodity, he has the disadvantage of paying a price nore
than proportionally high for another; he receives an increased rate of
profits in order to enable himto pay this higher price; so that his
real situation, though not deteriorated, is in no way inproved: though
he gets a higher rate of profits, he has no greater command of the
produce of the land and | abour of the country. Wen the fall in the
val ue of corn is brought about by natural causes, it is not
counteracted by the rise of other coomodities; on the contrary, they
fall fromthe raw material falling fromwhich they are nade: but when
the fall in corn is occasioned by artificial neans, it is always
counteracted by a real rise in the value of sone other commodity, so
that if corn be bought cheaper, other commodities are bought dearer

This then is a further proof, that no particul ar di sadvant age
ari ses fromtaxes on necessaries, on account of their raising wages
and lowering the rate of profits. Profits are indeed | owered, but only
to the anobunt of the |abourer's portion of the tax, which nust at al
events be paid either by his enployer or by the consuner of the
produce of the | abourer's work. Wether you deduct £350 per annum from
the enpl oyer's revenue, or add £350 to the prices of the commodities
whi ch he consunes, can be of no other consequence to himor to the
community, than as it may equally affect all other classes. If it be
added to the prices of the commopdity, a miser nmay avoid the tax by not
consunming; if it be indirectly deducted fromevery nman's revenue, he
cannot avoid paying his fair proportion of the public burthens.

A bounty on the production of corn then, would produce no rea
ef fect on the annual produce of the land and | abour of the country,
al though it would nmake corn relatively cheap, and manufactures
relatively dear. But suppose now that a contrary neasure should be
adopted, that a tax should be raised on corn for the purpose of



affording a fund for a bounty on the production of commudities.

In such case, it is evident that corn would be dear, and
commodi ties cheap; |abour would continue at the sanme price if the
| abourer were as nuch benefited by the cheapness of conmmobdities as he
was injured by the dearness of corn; but if he were not, wages woul d
rise, and profits would fall, while noney rent would continue the sane
as before; profits would fall, because, as we have just expl ai ned,
that would be the nobde in which the | abourer's share of the tax would
be paid by the enployers of |abour. By the increase of wages the
| abourer woul d be conpensated for the tax which he would pay in the
i ncreased price of corn; by not expending any part of his wages on the
manuf act ured conmoditi es, he would receive no part of the bounty; the
bounty would be all received by the enpl oyers, and the tax woul d be
partly paid by the enployed; a renuneration would be nade to the
| abourers, in the shape of wages, for this increased burden | aid upon
them and thus the rate of profits would be reduced. In this case too
there woul d be a conplicated neasure produci ng no national result
what ever.

In considering this question, we have purposely left out of our
consideration the effect of such a neasure on foreign trade; we have
rat her been supposing the case of an insulated country, having no
commerci al connexion with other countries. W have seen that as the
demand of the country for corn and comuodities would be the sane,
what ever direction the bounty m ght take, there would be no tenptation
to renove capital fromone enploynent to another: but this would no
| onger be the case if there were foreign comerce, and that conmerce
were free. By altering the relative value of comobdities and corn, by
produci ng so powerful an effect on their natural prices, we should be
applying a strong stinmulus to the exportation of those commodities
whose natural prices were |lowered, and an equal stinmulus to the
i mportation of those conmodities whose natural prices were raised, and
thus such a financial nmeasure might entirely alter the natura
di stribution of enploynents; to the advantage indeed of the foreign
countries, but ruinously to that in which so absurd a policy was
adopt ed.

Chapter 24

Doctrine of Adamsmith concerning the Rent of Land

"Such parts only of the produce of land', says Adam Snith,
conmonly be brought to market, of which the ordinary price is
sufficient to replace the stock which nust be enployed in bringing
themthither, together with its ordinary profits. If the ordinary
price is nmore than this, the surplus part of it will naturally go to
the rent of land. If it is not nore, though the conmodity can be
brought to market, it can afford no rent to the landlord. Wether the
price is, or is not nore, depends upon the demand.

Thi s passage would naturally | ead the reader to conclude that its
aut hor coul d not have mistaken the nature of rent, and that he nust
have seen that the quality of land which the exigencies of society
nmght require to be taken into cultivation, would depend on 'the
ordinary price of its produce,' whether it were 'sufficient to replace
the stock, which must be enployed in cultivating it, together with its
ordinary profits.' But he had adopted the notion that 'there were sone
parts of the produce of land for which the demand nust al ways be such
as to afford a greater price than what is sufficient to bring themto
mar ket ;' and he considered food as one of those parts.

He says, that 'land, in alnpst any situation, produces a greater
quantity of food than what is sufficient to maintain all the |abour

can



necessary for bringing it to market, in the nost |iberal way in which
that |abour is ever nmintained. The surplus, too, is always nore than
sufficient to replace the stock which enployed that |abour, together
with its profits. Sonething, therefore, always renains for a rent to
the landlord.' But what proof does he give of this? - no other than
the assertion that, the nbst desert noors in Norway and Scotl and
produce sone sort of pasture for cattle, of which the mlk and the

i ncrease are always nore than sufficient, not only to nmaintain all the
| abour necessary for tending them and to pay the ordinary profit to
the farmer, or owner of the herd or flock, but to afford some small
rent to the | andl ord.

Now of this | nmay be pernmitted to entertain a doubt; | believe
that as yet in every country, fromthe rudest to the nost refined,
there is land of such a quality that it cannot yield a produce nore
than sufficiently valuable to replace the stock enpl oyed upon it,
together with the profits ordinary and usual in that country. In
Anerica we all know that this is the case, and yet no one naintains
that the principles which regulate rent, are different in that country
and in Europe. But if it were true that England had so far advanced in
cultivation, that at this tinme there were no | ands renmai ning which did
not afford a rent, it would be equally true, that there fornerly nust
have been such | ands; and that whether there be or not, is of no
i mportance to this question, for it is the sanme thing if there be any
capital enployed in Geat Britain on land which yields only the return
of stock with its ordinary profits, whether it be enployed on old or
on new land. If a farnmer agrees for land on a | ease of seven or
fourteen years, he nay propose to enploy on it a capital of £310, 000
knowi ng that at the existing price of grain and raw produce, he can
replace that part of his stock which he is obliged to expend, pay his
rent, and obtain the general rate of profit. He will not enpl oy
£311, 000, unless the last £31,000 can be enpl oyed so productively as to
afford himthe usual profits of stock. In his calculation, whether he
shall enmploy it or not, he considers only whether the price of raw
produce is sufficient to replace his expenses and profits, for he
knows that he shall have no additional rent to pay. Even at the
expiration of his lease his rent will not be raised; for if his
| andl ord should require rent, because this additional £31,000 was
enpl oyed, he would withdraw it; since by enploying it, he gets, by the
supposition, only the ordinary and usual profits which he nmay obtain
by any other enploynent of stock; and, therefore, he cannot afford to
pay rent for it, unless the price of raw produce should further rise,
or, which is the sane thing, unless the usual and general rate of
profits should fall.

If the conprehensive nind of Adam Snith had been directed to this
fact, he would not have maintained that rent fornms one of the
conmponent parts of the price of raw produce; for price is every where
regul ated by the return obtained by this last portion of capital, for
which no rent whatever is paid. If he had adverted to this principle,
he woul d have made no distinction between the | aw which regul ates the
rent of mines and the rent of |and.

"Whet her a coal nine, for exanple,' he says, 'can afford any rent,
depends partly upon its fertility, and partly upon its situation. A
m ne of any kind may be said to be either fertile or barren, according
as the quantity of mneral which can be brought fromit by a certain
quantity of labour, is greater or |ess than what can be brought by an
equal quantity fromthe greater part of other mines of the sane kind.
Sone coal nines, advantageously situated, cannot be wought on account
of their barrenness. The produce does not pay the expense. They can
afford neither profit nor rent. There are some, of which the produce
is barely sufficient to pay the labour, and replace, together with its



ordinary profits, the stock enployed in working them They afford sone
profit to the undertaker of the work, but no rent to the I andl ord.
They can be wought advantageously by nobody but the I andlord, who
bei ng hinsel f the undertaker of the work, gets the ordinary profit of
the capital which he enploys in it. Many coal nmines in Scotland are
wrought in this manner, and can be wought in no other. The | andlord
will allow nobody else to work them wi thout paying sone rent, and
nobody can afford to pay any.

"Qther coal mnes in the same country, sufficiently fertile,
cannot be wought on account of their situation. A quantity of mnera
sufficient to defray the expense of working, could be brought fromthe
m ne by the ordinary, or even |less than the ordinary quantity of
| abour; but in an inland country, thinly inhabited, and wi thout either
good roads or water-carriage, this quantity could not be sold.' The
whol e principle of rent is here adm rably and perspi cuously expl ai ned,
but every word is as applicable to land as it is to nines; yet he
affirns that 'it is otherwise in estates above ground. The proportion
both of their produce and of their rent, is in proportion to their
absolute, and not to their relative fertility. But, suppose that there
were no |land which did not afford a rent; then, the anount of rent on
the worst land would be in proportion to the excess of the value of
t he produce above the expenditure of capital and the ordinary profits
of stock: the same principle would govern the rent of land of a
somewhat better quality, or nore favourably situated, and, therefore,
the rent of this | and woul d exceed the rent of that inferior to it, by
t he superior advantages which it possessed; the sane night be said of
that of the third quality, and so on to the very best. Is it not,
then, as certain, that it is the relative fertility of the land, which
determines the portion of the produce, which shall be paid for the
rent of land, as it is that the relative fertility of nines,
determines the portion of their produce, which shall be paid for the
rent of mines?

After Adam Smith has declared that there are some nines which can
only be worked by the owners, as they will afford only sufficient to
defray the expense of working, together with the ordinary profits of
the capital enployed, we should expect that he would admit that it was
these particular mnes which regulated the price of the produce from
all mnes. If the old mnes are insufficient to supply the quantity of
coal required, the price of coal will rise, and will continue rising
till the owner of a new and inferior mne finds that he can obtain the
usual profits of stock by working his mne. If his mne be tolerably
fertile, the rise will not be great before it becones his interest so
to enploy his capital; but if it be not tolerably fertile, it is
evident that the price nust continue to rise till it will afford him
the nmeans of paying his expenses, and obtaining the ordinary profits
of stock. It appears, then, that it is always the least fertile mne
whi ch regul ates the price of coal. Adam Snmith, however, is of a
di fferent opinion: he observes, that 'the nost fertile coal nine, too,
regul ates the price of coals at all the other mines inits
nei ghbour hood. Both the proprietor and the undertaker of the work
find, the one that he can get a greater rent, the other, that he can
get a greater profit, by sonewhat underselling all their neighbours.
Thei r nei ghbours are soon obliged to sell at the same price, though
they cannot so well afford it, and though it always dini ni shes, and
sonmetines takes away altogether, both their rent and their profit.
Sone wor ks are abandoned al together. others can afford no rent, and

can be wrought only by the proprietor.' If the demand for coal should
be dim nished, or if by new processes the quantity should be
i ncreased, the price would fall, and some ni nes woul d be abandoned;

but in every case, the price nust be sufficient to pay the expenses



and profit of that mine which is worked wi thout being charged with
rent. It is, therefore, the least fertile mne which regul ates price.
Indeed, it is so stated in another place by Adam Snith hinself, for he
says, 'The lowest price at which coals can be sold for any
considerable tinme, is like that of all other commodities, the price
which is barely sufficient to replace, together with its ordinary
profits, the stock which nust be enployed in bringing themto narket.
At a coal mine for which the landlord can get no rent, but which he
must either work hinself, or let it alone all together, the price of
coal s nust generally be nearly about this price.

But the sane circunstance, nanely, the abundance and consequent
cheapness of coals, fromwhatever cause it nay arise, which would nake
it necessary to abandon those mines on which there was no rent, or a
very noderate one, would, if there were the sane abundance, and
consequent cheapness of raw produce, render it necessary to abandon
the cultivation of those |ands for which either no rent was paid, or a
very noderate one. If, for exanple, potatoes should beconme the genera
and comon food of the people, as rice is in sone countries, one
fourth, or one half of the land now in cultivation, would probably be
i medi at el y abandoned; for if, as Adam Smith says, 'an acre of
potatoes will produce six thousand weight of solid nourishnment, three
tinmes the quantity produced by the acre of wheat,' there could not be
for a considerable tine such a multiplication of people, as to consune
the quantity that might be raised on the |Iand before enployed for the
cultivation of wheat; nuch | and woul d consequently be abandoned, and
rent would fall; and it would not be till the popul ati on had been
doubl ed or trebled, that the sane quantity of land could be in
cultivation, and the rent paid for it as high as before.

Nei t her woul d any greater proportion of the gross produce be paid
to the landlord, whether it consisted of potatoes, which would feed
three hundred people, or of wheat, which would feed only one hundred;
because, though the expenses of production would be very nuch
dimnished if the |l abourer's wages were chiefly regulated by the price
of potatoes and not by the price of wheat, and though therefore the
proportion of the whole gross produce, after paying the |abourers,
woul d be greatly increased, yet no part of that additional proportion
would go to rent, but the whole invariably to profits, - profits being
at all tines raised as wages fall, and | owered as wages rise. \Wether
wheat or potatoes were cultivated, rent would be governed by the sane
principle - it would be always equal to the difference between the
quantities of produce obtained with equal capitals, either on the sane
land or on land of different qualities; and, therefore, while | ands of
the sane quality were cultivated, and there was no alteration in their
relative fertility or advantages, rent woul d al ways bear the sane
proportion to the gross produce.

Adam Snith, however, nmaintains that the proportion which falls to
the | andl ord woul d be increased by a dim nished cost of production
and, therefore, that he would receive a |arger share as well as a
| arger quantity, froman abundant than froma scanty produce. 'Arice
field,' he says, 'produces a nuch greater quantity of food than the
nost fertile corn field. Two crops in the year, fromthirty to sixty
bushel s each, are said to be the ordinary produce of an acre. Though
its cultivation, therefore, requires nore | abour, a nmuch greater
surplus remains after naintaining all that [abour. In those rice
countries, therefore, where rice is the coomon and favourite vegetable
food of the people, and where the cultivators are chiefly naintained
with it, a greater share of this greater surplus should belong to the
landl ord than in corn countries.

M. Buchanan al so remarks, that '"it is quite clear, that if any
ot her produce which the |and yielded nore abundantly than corn, were



to becone the common food of the people, the rent of the landlord
woul d be inproved in proportion to its greater abundance.

If potatoes were to becone the comon food of the people, there
woul d be a long interval during which the |andl ords would suffer an
enor nous deduction of rent. They woul d not probably receive nearly so
much of the sustenance of man as they now receive, while that
sustenance would fall to a third of its present value. But al
manuf act ured conmodities, on which a part of the landlord's rent is
expended, would suffer no other fall than that which proceeded from
the fall in the raw nmaterial of which they were nmade, and which woul d
arise only fromthe greater fertility of the land, which nmight then be
devoted to its production.

When, fromthe progress of population, land of the sane quality as
bef ore should be taken into cultivation, the landl ord woul d have not
only the sane proportion of the produce as before, but that proportion
woul d al so be of the sanme value as before. Rent then would be the sane
as before; profits, however, would be nuch hi gher, because the price
of food, and consequently wages, would be rmuch |l ower. Hi gh profits are
favourabl e to the accunul ati on of capital. The demand for |abour woul d
further increase, and | andl ords woul d be permanently benefited by the
i ncreased demand for | and.

I ndeed, the very sanme |ands might be cultivated nuch higher, when
such an abundance of food could be produced fromthem and
consequently they would, in the progress of society, adnit of nuch
hi gher rents, and woul d sustain a nmuch greater popul ation than before.
This could not fail to be highly beneficial to landlords, and is
consistent with the principle which this enquiry, | think, will not
fail to establish; that all extraordinary profits are in their nature
but of limted duration, as the whole surplus produce of the soil,
after deducting fromit only such noderate profits as are sufficient
to encourage accunul ation, nust finally rest with the |andl ord.

Wth so low a price of |abour as such an abundant produce woul d
cause, not only would the lands already in cultivation yield a nuch
greater quantity of produce, but they would admt of a great
additional capital being enployed on them and a greater value to be
drawn fromthem and, at the sane tine, |ands of a very inferior
quality could be cultivated with high profits, to the great advantage
of landlords, as well as to the whol e class of consunmers. The nachine
whi ch produced the nost inportant article of consunption would be
i mproved, and would be well paid for according as its services were
demanded. All the advantages would, in the first instance, be enjoyed
by | abourers, capitalists, and consuners; but with the progress of
popul ation, they would be gradually transferred to the proprietors of
the soil. Independently of these inprovenents, in which the comunity
have an i nmedi ate, and the landlords a renote interest, the interest
of the landlord is always opposed to that of the consunmer and
manuf acturer. Corn can be permanently at an advanced price, only
because additional |abour is necessary to produce it; because its cost
of production is increased. The sane cause invariably raises rent, it
is therefore for the interest of the landlord that the cost attending
the production of corn should be increased. This, however, is not the
interest of the consunmer; to himit is desirable that corn should be
low relatively to noney and comodities, for it is always with
commodities or noney that corn is purchased. Neither is it the
interest of the manufacturer that corn should be at a high price, for
the high price of corn will occasion high wages, but will not raise
the price of his conmmobdity. Not only, then, nust nore of his
commodity, or, which comes to the same thing, the value of nore of his
commodity, be given in exchange for the corn which he hinself
consunes, but nore nust be given, or the value of nore, for wages to



his workmen, for which he will receive no renuneration. All classes,
therefore, except the landlords, will be injured by the increase in
the price of corn. The dealings between the |andlord and the public
are not like dealings in trade, whereby both the seller and buyer nmay
equally be said to gain, but the loss is wholly on one side, and the
gain wholly on the other; and if corn could by inportation be procured
cheaper, the loss in consequence of not inporting is far greater on
one side, than the gain is on the other

Adam Snith never nmakes any distinction between a | ow val ue of
money, and a high value of corn, and therefore infers, that the
interest of the landlord is not opposed to that of the rest of the
community. In the first case, noney is lowrelatively to al
commodities; in the other, cornis high relatively to all. In the
first, corn and commodities continue at the sane relative values; in
the second, corn is higher relatively to coomodities as well as noney.

The followi ng observation of Adam Snith is applicable to a | ow
val ue of noney, but it is totally inapplicable to a high val ue of
corn. '"If inportation (of corn) was at all tines free, our farmers and
country gentlenen woul d probably, one year with another, get |ess
money for their corn than they do at present, when inportation is at
nmost tines in effect prohibited; but the nbney which they got would be
of nmore value, would buy nore goods of.all other kinds, and woul d
enpl oy nore | abour. Their real wealth, their real revenue, therefore,
woul d be the sane as at present, though it might be expressed by a
smal l er quantity of silver; and they woul d neither be disabled nor
di scouraged fromcultivating corn as nuch as they do at present. On
the contrary, as the rise in the real value of silver, in consequence
of lowering the noney price of corn, |owers sonewhat the noney price
of all other commodities, it gives the industry of the country where
it takes place, sonme advantage in all foreign nmarkets, and thereby
tends to encourage and increase that industry. But the extent of the
hone market for corn, nmust be in proportion to the general industry of
the country where it grows, or to the nunber of those who produce
sonmet hing el se, to give in exchange for corn. But in every country the
home market, as it is the nearest and nost convenient, so is it
I i kewi se the greatest and nost inportant nmarket for corn. That rise in
the real value of silver, therefore, which is the effect of |owering
the average noney price of corn, tends to enlarge the greatest and
nost i nportant narket for corn, and thereby to encourage, instead of
di scouraging, its growh.

A high or |ow noney price of corn, arising fromthe abundance and
cheapness of gold and silver, is of no inportance to the |andlord, as
every sort of produce would be equally affected, just as Adam Snith
describes; but a relatively high price of cornis at all tinmes greatly
beneficial to the landlord; for first, it gives hima greater quantity
of corn for rent; and, secondly, for every equal neasure of corn he
will have a conmand, not only over a greater quantity of noney, but
over a greater quantity of every commobdity which noney can purchase.

Chapter 25
On Col oni al Trade

Adam Snith, in his observations on colonial trade, has shewn, nost
satisfactorily, the advantages of a free trade, and the injustice
suffered by colonies, in being prevented by their nother countries,
fromselling their produce at the dearest market, and buying their
manuf actures and stores at the cheapest. He has shewn, that by
permitting every country freely to exchange the produce of its
i ndustry when and where it pleases, the best distribution of the



| abour of the world will be effected, and the greatest abundance of
the necessaries and enjoynments of human life will be secured.

He has attenpted also to shew, that this freedom of comerce,
whi ch undoubtedly pronotes the interest of the whole, pronotes also
that of each particular country; and that the narrow policy adopted in
the countries of Europe respecting their colonies, is not |ess
injurious to the nother countries thenselves, than to the col onies
whose interests are sacrificed.

' The nonopoly of the colony trade,' he says, 'like all the other
mean and mal i gnant expedients of the nercantile system depresses the
i ndustry of all other countries, but chiefly that of the col onies,
without, in the |east, increasing, but on the contrary dimnishing,
that of the country in whose favour it is established.

This part of his subject, however, is not treated in so clear and
convincing a manner as that in which he shews the injustice of this
systemtowards the col ony.

It may, | think, be doubted whether a nother country may not
sonmetines be benefited by the restraints to which she subjects her
col oni al possessions. Wo can doubt, for exanple, that if England were
the colony of France, the latter country would be benefited by a heavy
bounty paid by England on the exportation of corn, cloth, or any other
commodities? I n exam ning the question of bounties, on the supposition
of corn being at £34 per quarter in this country, we saw, that with a
bounty of 10s. per quarter, on exportation in England, corn would have
been reduced to £33 10s. in France. Now, if corn had previously been at
£33 15s. per quarter in France, the French consuners woul d have been
benefited by 5s. per quarter on all inported corn; if the natura
price of corn in France were before £34, they would have gained the
whol e bounty of 10s. per quarter. France would thus be benefited by
the | oss sustained by England: she would not gain a part only of what
Engl and | ost, but the whole.

It may, however, be said, that a bounty on exportation is a
measure of internal policy, and could not easily be inposed by the
nmot her country. If it would suit the interests of Jamaica and Hol | and
to nake an exchange of the commobdities which they respectively
produce, without the intervention of England, it is quite certain,
that by their being prevented fromso doing, the interests of Holland
and Janmai ca would suffer; but if Janaica is obliged to send her goods
to England, and there exchange them for Dutch goods, an English
capital, or English agency, will be enployed in a trade in which it
woul d not otherwi se be engaged. It is allured thither by a bounty, not
pai d by England, but by Holland and Janai ca.

That the | oss sustained, through a di sadvant ageous di stribution of
| abour in two countries, nmay be beneficial to one of them while the
other is nade to suffer nore than the | oss actually bel onging to such
a distribution, has been stated by Adam Smth hinself; which, if true,
will at once prove that a neasure, which nmay be greatly hurtful to a
colony, may be partially beneficial to the nother country.

Speaki ng of treaties of commerce, he says, 'Wen a nation binds
itself by treaty, either to pernit the entry of certain goods from one
foreign country which it prohibits fromall others, or to exenpt the
goods of one country fromduties to which it subjects those of all
others, the country, or at |east the nerchants and nmanufacturers of
the country, whose comerce is so favoured, nust necessarily derive
great advantage fromthe treaty. Those nerchants and nanufacturers
enjoy a sort of nmonopoly in the country, which is so indulgent to
them That country becones a narket, both nore extensive and nore
advant ageous for their goods; nore extensive, because the goods of
other nations, being either excluded or subjected to heavier duties,
it takes off a greater quantity of them nore advantageous, because



the merchants of the favoured country, enjoying a sort of nobnopoly
there, will often sell their goods for a better price than if exposed
to the free conpetition of all other nations.

Let the two nations, between which the comercial treaty is nade,
be the nother country and her colony, and Adam Smith, it is evident,
admts, that a nother country nay be benefited by oppressing her
colony. It may, however, be again remarked, that unless the nonopoly
of the foreign market be in the hands of an exclusive conpany, no nore
will be paid for conmopdities by foreign purchasers than by hone
purchasers; the price which they will both pay will not differ greatly
fromtheir natural price in the country where they are produced.

Engl and, for exanple, will, under ordinary circunstances, always be
abl e to buy French goods, at the natural price of those goods in
France, and France woul d have an equal privilege of buying English
goods at their natural price in England. But at these prices, goods
woul d be bought without a treaty. O what advantage or di sadvantage
then is the treaty to either party?

The di sadvantage of the treaty to the inporting country would be
this: it would bind her to purchase a commodity, from England for
exanple, at the natural price of that comobdity in England, when she
m ght perhaps have bought it at the nuch |ower natural price of sone
other country. It occasions then a di sadvantageous distribution of the
general capital, which falls chiefly on the country bound by its
treaty to buy in the | east productive market; but it gives no
advantage to the seller on account of any supposed nonopoly, for he is
prevented by the conpetition of his own countrymen fromselling his
goods above their natural price; at which he would sell them whether
he exported themto France, Spain, or the West Indies, or sold them
for hone consunpti on.

In what then does the advantage of the stipulation in the treaty
consist? It consists in this: these particular goods could not have
been nmade in England for exportation, but for the privilege which she
al one had of serving this particular market; for the conpetition of
that country, where the natural price was |ower, would have deprived
her of all chance of selling those cormmodities. This, however, would
have been of little inportance, if England were quite secure that he
could sell to the same anpunt any ot her goods which she night
fabricate, either in the French narket, or with equal advantage in any
other. The object which England has in view, is, for exanple, to buy a
quantity of French wines of the value of £35,000 - she desires then to
sell goods sonewhere by which she nmay get £35,000 for this purpose. If
France gives her a nonopoly of the cloth market, she will readily
export cloth for this purpose; but if the trade is free, the
conpetition of other countries nmay prevent the natural price of cloth
in England frombeing sufficiently lowto enable her to get £35, 000 by
the sale of cloth, and to obtain the usual profits by such an
enpl oynent of her stock. The industry of Engl and nust be enpl oyed,
then, on sone other commodity; but there nay be none of her
productions which, at the existing value of noney, she can afford to
sell at the natural price of other countries. Wat is the consequence?
The wi ne drinkers of England are still willing to give £35,000 for
their wine, and consequently £35,000 in noney is exported to France for
that purpose. By this exportation of noney its value is raised in
Engl and, and |owered in other countries; and with it the natural price
of all commodities produced by British industry is also | owered. The
advance in the value of noney is the sane thing as the decline in the
price of commodities. To obtain £35,000, British comobdities may now be
exported; for at their reduced natural price they may now enter into
conpetition with the goods of other countries. Mre goods are sold,
however, at the low prices to obtain the £35,000 required, which, when



obtained, will not procure the sanme quantity of wi ne; because, whil st
the dinminution of noney in England has | owered the natural price of
goods there, the increase of noney in France has raised the natura
price of goods and wine in France. Less wine, then, will be inported
into England, in exchange for its commodities, when the trade is
perfectly free, than when she is peculiarly favoured by comerci al
treaties. The rate of profits, however, will not have varied; noney
will have altered in relative value in the two countries, and the
advant age gai ned by France will be the obtaining a greater quantity of
English, in exchange for a given quantity of French, goods, while the
| oss sustained by England will consist in obtaining a smaller quantity
of French goods in exchange for a given quantity of those of Engl and.

Foreign trade, then, whether fettered, encouraged, or free, wll
al ways conti nue, whatever nay be the conparative difficulty of
production in different countries; but it can only be regul ated by
altering the natural price, not the natural value, at which
commodi ties can be produced in those countries, and that is effected
by altering the distribution of the precious netals. This explanation
confirns the opinion which I have el sewhere given, that there is not a
tax, a bounty, or a prohibition, on the inportation or exportation of
comodi ties, which does not occasion a different distribution of the
precious netals, and which does not, therefore, every where alter both
the natural and the market price of commodities.

It is evident, then, that the trade with a col ony may be so
regulated, that it shall at the sanme tinme be |less beneficial to the
col ony, and nore beneficial to the nother country, than a perfectly
free trade. As it is disadvantageous to a single consuner to be
restricted in his dealings to one particular shop, so is it
di sadvant ageous for a nation of consunmers to be obliged to purchase of
one particular country. If the shop or the country afforded the goods
required the cheapest, they would be secure of selling them w thout
any such exclusive privilege; and if they did not sell cheaper, the
general interest would require that they should not be encouraged to
continue a trade which they could not carry on at an equal advantage
with others. The shop, or the selling country, mght |ose by the
change of enploynments, but the general benefit is never so fully
secured, as by the nost productive distribution of the genera
capital; that is to say, by an universally free trade

An increase in the cost of production of a conmodity, if it be an
article of the first necessity, will not necessarily dinmnish its
consunption; for although the general power of the purchasers to
consune, is dimnished by the rise of any one comobdity, yet they may
relinquish the consunption of sone other comvodity whose cost of
production has not risen. In that case, the quantity supplied and the
quantity demanded, will be the same as before; the cost of production
only will have increased, and yet the price will rise, and nust rise,
to place the profits of the producer of the enhanced comobdity on a
level with the profits derived from other trades

M Say acknow edges that the cost of production is the foundation
of price, and yet in various parts of his book he maintains that price
is regulated by the proportion which denmand bears to supply. The rea
and ultimate regulator of the relative value of any two comuditi es,
is the cost of their production, and not the respective quantities
whi ch nmay be produced, nor the conpetition anongst the purchasers

According to Adam Snith, the colony trade, by being one in which
British capital only can be enployed, has raised the rate of profits
of all other trades; and as, in his opinion, high profits, as well as
hi gh wages, raise the prices of commpdities, the nonopoly of the
col ony trade has been, he thinks, injurious to the nother country; as
it has di mnished her power of selling manufactured conmodities as



cheap as other countries. He says, that 'in consequence of the
nmonopol y, the increase of the colony trade has not so nuch occasi oned
an addition to the trade which Geat Britain had before, as a total
change in its direction. Secondly, this nonopoly has necessarily
contributed to keep up the rate of profit in all the different
branches of British trade, higher than it naturally would have been
had all nations been allowed a free trade to the British colonies."',
But whatever raises in any country the ordinary rate of profit higher
than it otherwi se would be, necessarily subjects that country both to
an absolute, and to a relative di sadvantage in every branch of trade
of which she has not the nonopoly. It subjects her to an absol ute

di sadvant age, because in such branches of trade, her nerchants cannot
get this greater profit without selling dearer than they ot herw se
woul d do, both the goods of foreign countries which they inport into
their own, and the goods of their own country which they export to
foreign countries. Their own country nust both buy dearer and sel
dearer; nust both buy |less and sell |ess; nust both enjoy |less and
produce | ess than she ot herwi se woul d do.

"Qur merchants frequently conplain of the high wages of British
| abour as the cause of their manufactures being undersold in foreign
mar kets; but they are silent about the high profits of stock. They
conmpl ain of the extravagant gain of other people, but they say nothing
of their own. The high profits of British stock, however, nmay
contribute towards raising the price of British nanufacture in nmany
cases as nuch, and in sone perhaps nore, than the high wages of
British I abour.

| allow that the nonopoly of the colony trade will change, and
often prejudicially, the direction of capital; but fromwhat | have
al ready said on the subject of profits, it will be seen that any
change fromone foreign trade to another, or fromhone to foreign
trade, cannot, in nmy opinion, affect the rate of profits. The injury
suffered will be what | have just described; there will be a worse
di stribution of the general capital and industry, and, therefore, |ess
will be produced. The natural price of cormmopdities will be raised
and, therefore, though the consuner will be able to purchase to the
same noney value, he will obtain a |less quantity of commpdities. It
will be seen too, that if it even had the effect of raising profits,
it would not occasion the |least alteration in prices; prices being
regul ated neither by wages nor profits.

And does not Adam Snith agree in this opinion, when he says, that
"the prices of comodities, or the value of gold and silver as
conpared with comuodities, depends upon the proportion between the
quantity of I abour which is necessary in order to bring a certain
quantity of gold and silver to nmarket, and that which is necessary to
bring thither a certain quantity of any other sort of goods?' That
quantity will not be affected, whether profits be high or low, or
wages | ow or high. How then can prices be raised by high profits?

Chapter 26
On Gross and Net Revenue

Adam Snith constantly magni fies the advantages which a country
derives froma large gross, rather than a large net inconme. 'In
proportion as a greater share of the capital of a country is enployed
in agriculture,' he says, 'the greater will be the quantity of=20

productive | abour which it puts into notion within the country; as
will likew se be the value which its enpl oynent adds to the annua
produce of the |and and | abour of the society. After agriculture, the



capital enployed in manufactures puts into notion the greatest
quantity of productive |abour, and adds the greatest value to the
annual produce. That which is enployed in the trade of exportation has
the | east effect of any of the three.' (58%)

Granting, for a nonent, that this were true; what would be the
advantage resulting to a country fromthe enploynent of a great
quantity of productive labour, if, whether it enployed that quantity
or a smaller, its net rent and profits together would be the sane. The
whol e produce of the land and | abour of every country is divided into
three portions: of these, one portion is devoted to wages, another to
profits, and the other to rent. It is fromthe two |ast portions only,
that any deductions can be nade for taxes, or for savings; the forner,
i f noderate, constituting always the necessary expenses of
production. (59*) To an individual with a capital of £320,000, whose
profits were £32,000 per annum it would be a matter quite indifferent
whet her his capital would enploy a hundred or a thousand nen, whether
the commodity produced sold for £310,000, or for £320,000, provided, in=
all cases, his profits were not dininished below £32,000. |Is not the
real interest of the nation simlar? Provided its net real incone, its
rent and profits be the same, it is of no inportance whether the
nati on consists of ten or of twelve nillions of inhabitants. Its power
of supporting fleets and arm es, and all species of unproductive
| abour, must be in proportion to its net, and not in proportion to its
gross incone. If five mllions of nmen could produce as nmuch food and
clothing as was necessary for ten mllions, food and clothing for five
mllions would be the net revenue. Wuld it be of any advantage to the
country, that to produce this sane net revenue, seven mllions of nen
shoul d be required, that is to say, that seven nmillions should be
enpl oyed to produce food and clothing sufficient for twelve mllions?
The food and clothing of five mllions would be still the net revenue.
The enploying a greater nunber of nen would enable us neither to add a
man to our army and navy, nor to contribute one guinea nore in taxes.

It is not on the grounds of any supposed advantage accruing froma
| arge popul ation, or of the happiness that may be enjoyed by a greater
nunber of human beings, that Adam Smith supports the preference of
that enpl oynent of capital, which gives notion to the greatest
quantity of industry, but expressly on the ground of its increasing
the power of the country(60*) for he says, that 'the riches, and, so
far as power depends upon riches, the power of every country nust
al ways be in proportion to the value of its annual produce, the fund
fromwhich all taxes nust ultimately be paid.' It nust however be
obvi ous, that the power of paying taxes, is in proportion to the net,
and not in proportion to the gross, revenue.

In the distribution of enploynents anongst all countries, the
capital of poorer nations will be naturally enployed in those
pursuits, wherein a great quantity of |abour is supported at hone,
because in such countries the food and necessaries for an increasing
popul ati on can be nost easily procured. In rich countries, on the
contrary, where food is dear, capital will naturally flow, when trade
is free, into those occupations wherein the | east quantity of |abour
is required to be maintained at home: such as the carrying trade, the
di stant foreign trade, and trades where expensive machinery is
required; to trades where profits are in proportion to the capital
and not in proportion to the quantity of |abour enployed. (61*)

Although | admit, that fromthe nature of rent, a given capita
enpl oyed in agriculture, on any but the land last cultivated, puts in
notion a greater quantity of |abour than an equal capital enployed in
manuf actures and trade, yet | cannot admit that there is any
difference in the quantity of |abour enployed by a capital engaged in
the hone trade, and an equal capital engaged in the foreign trade.



' The capital which sends Scots manufactures to London, and brings
back English corn and manufactures to Edi nburgh,' says Adam Snmith,
‘'necessarily replaces, by every such operation, two British capitals
whi ch had both been enployed in the agriculture or manufactures of
G eat Britain.

' The capital enployed in purchasing foreign goods for hone
consunption, when this purchase is nade with the produce of donmestic
i ndustry, replaces, too, by every such operation, two distinct
capitals; but one of themonly is enployed in supporting donestic
i ndustry. The capital which sends British goods to Portugal, and
brings back Portuguese goods to Great Britain, replaces, by every such
operation, only one British capital, the other is a Portuguese one.
Though the returns, therefore, of the foreign trade of consunption
shoul d be as quick as the honme trade, the capital enployed in it wll
gi ve but one half the encouragenent to the industry or productive
| abour of the country.

This argunent appears to ne to be fallacious; for though two
capitals, one Portuguese and one English, be enployed, as Dr. Snith
supposes, still a capital will be enployed in the foreign trade,
doubl e of what woul d be enployed in the hone trade. Suppose that
Scot | and enpl oys a capital of a thousand pounds in naking |inen, which
she exchanges for the produce of a similar capital enployed in making
silks in England, two thousand pounds, and a proportional quantity of
| abour will be enployed by the two countries. Suppose now, that
Engl and di scovers, that she can inport nore |inen from Gernmany, for
the sil ks which she before exported to Scotland, and that Scotland
di scovers that she can obtain nore silks fromFrance in return for her
Iinen, than she before obtained fromEngland, - will not England and
Scotl and i nmedi ately cease trading with each other, and will not the
hone trade of consunption be changed for a foreign trade of
consunption? But although two additional capitals will enter into this
trade, the capital of Germany and that of France, will not the sane
anount of Scotch and of English capital continue to be enployed, and
will it not give notion to the sanme quantity of industry as when it
was engaged in the hone trade?

Chapter 27
On Currency and Banks

So much has already been witten on currency, that of those who=20
give their attention to such subjects, none but the prejudiced are
ignorant of its true principles. | shall, therefore, take only a brief
survey of sone of the general |aws which regulate its quantity and
val ue.

Gold and silver, like all other commodities, are valuable only in
proportion to the quantity of |abour necessary to produce them and
bring themto market. Gold is about fifteen tines dearer than silver
not because there is a greater demand for it, nor because the supply
of silver is fifteen times greater than that of gold, but solely
because fifteen tinmes the quantity of |abour is necessary to procure a
given quantity of it.

The quantity of noney that can be enployed in a country nust
depend on its value: if gold alone were enployed for the circulation
of commodities, a quantity would be required, one fifteenth only of
what woul d be necessary, if silver were nmade use of for the sane

pur pose.
A circul ation can never be so abundant as to overflow, for by
dimnishing its value, in the sane proportion you will increase its

quantity, and by increasing its value, dimnish its quantity.



Wil e the State coins noney, and charges no sei gnorage, noney wl |
be of the sane value as any other piece of the sane netal of equa
wei ght and fineness; but if the State charges a seignorage for
coi nage, the coined piece of noney will generally exceed the val ue of
t he uncoi ned piece of netal by the whol e seignorage charged, because
it will require a greater quantity of |abour, or, which is the sanme
thing, the value of the produce of a greater quantity of |abour, to
procure it.

Wiile the State al one coins, there can be no limt to this charge
of seignorage; for by limting the quantity of coin, it can be raised
to any concei vabl e val ue.

It is on this principle that paper noney circul ates: the whol e
charge for paper noney nmay be considered as sei gnorage. Though it has
no intrinsic value, yet, by limting its quantity, its value in
exchange is as great as an equal denomination of coin, or of bullion
in that coin. On the sane principle, too, nanely, by a linitation of
its quantity, a debased coin would circulate at the value it should
bear, if it were of the legal weight and fineness, and not at the
val ue of the quantity of netal which it actually contained. In the
history of the British coinage, we find, accordingly, that the
currency was never depreciated in the sane proportion that it was
debased; the reason of which was, that it never was increased in
quantity, in proportion to its dimnished intrinsic value.(62%)

There is no point nore inportant in issuing paper noney, than to
be fully inpressed with the effects which follow fromthe principle of
limtation of quantity. It will scarcely be believed fifty years
hence, that Bank directors and ninisters gravely contended in our
tinmes, both in parlianent, and before conmmittees of parlianent, that
the i ssues of notes by the Bank of England, unchecked by any power in
the hol ders of such notes, to denand in exchange either specie, or
bullion, had not, nor could have any effect on the prices of
commodities, bullion, or foreign exchanges.

After the establishnent of Banks, the State has not the sole power
of coining or issuing noney. The currency nmay as effectually be=20

i ncreased by paper as by coin; so that if a State were to debase its
money, and limt its quantity, it could not support its value, because
t he Banks woul d have an equal power of adding to the whole quantity of
circul ation.

On these principles, it will be seen that it is not necessary that
paper noney shoul d be payable in specie to secure its value; it is
only necessary that its quantity should be regul ated according to the
val ue of the netal which is declared to be the standard. If the
standard were gold of a given weight and fineness, paper night be
increased with every fall in the value of gold, or, which is the sane
thing inits effect, with every rise in the price of goods.

"By issuing too great a quantity of paper,' says Dr. Smith, 'of
whi ch the excess was continually returning, in or der to be exchanged
for gold and silver, the Bank of England was, for nany years together
obliged to coin gold to the extent of between eight hundred thousand
pounds and a nmillion a year, or at an average, about eight hundred and
fifty thousand pounds. For this great coinage, the Bank, in
consequence of the worn and degraded state into which the gold coin
had fallen a few years ago, was frequently obliged to purchase
bullion, at the high price of four pounds an ounce, which it soon
after issued in coin at £33 17s. 10 1/2d. an ounce, losing in this
manner between two and a half and three per cent upon the coi nage of
so very large a sum Though the Bank, therefore, paid no seignorage
t hough the Government was properly at the expense of the coinage, this
liberality of Governnent did not prevent altogether the expense of the
Bank.



On the principle above stated, it appears to me nost clear, that
by not re-issuing the paper thus brought in, the value of the whole
currency, of the degraded as well as the new gold coin, would have
been rai sed, when all demands on the Bank woul d have ceased.

M  Buchanan, however, is not of this opinion, for he says, 'that
the great expense to which the Bank was at this tine exposed, was
occasioned, not, as Dr Smith seens to inmagine, by any inprudent issue
of paper, but by the debased state of the currency, and the consequent
hi gh price of bullion. The Bank, it will be observed, having no other
way of procuring guineas but by sending bullion to the Mnt to be
coi ned, was always forced to i ssue new coi ned guineas, in exchange for
its returned notes; and when the currency was generally deficient in
wei ght, and the price of bullion high in proportion, it becane
profitable to draw t hese heavy guineas fromthe Bank in exchange for
its paper; to convert theminto bullion, and to sell themwth a
profit for Bank paper, to be again returned to the Bank for a new
supply of guineas, which were again nelted and sold. To this drain of
speci e, the Bank nust always be exposed while the currency is
deficient in weight, as both an easy and a certain profit then arises
fromthe constant interchange of paper for specie. It may be renarked,
however, that to whatever inconveni ence and expense the Bank was then
exposed by the drain of its specie, it never was imagi ned necessary to
rescind the obligation to pay noney for its notes.

M Buchanan evidently thinks that the whole currency nust,
necessarily, be brought down to the level of the value of the debased
pi eces; but, surely, by a dimnution of the quantity of the currency,
the whol e that remains can be elevated to the value of the best
pi eces.

Dr Smith appears to have forgotten his own principle, in his
argunent on col ony currency. Instead of ascribing the depreciation of
that paper to its too great abundance, he asks whether, allow ng the
colony security to be perfectly good, a hundred pounds, payable
fifteen years hence, would be equally valuable with a hundred pounds
to be paid i mediately? | answer yes, if it be not too abundant.

Experi ence, however, shews, that neither a State nor a Bank ever
have had the unrestricted power of issuing paper noney, w thout
abusing that power: in all States, therefore, the issue of paper noney
ought to be under some check and control; and none seens so proper for
that purpose, as that of subjecting the issuers of paper noney to the
obligation of paying their notes, either in gold coin or bullion

[' To secure the public(63*) against any other variations in the
val ue of currency than those to which the standard itself is subject,
and, at the sane tine, to carry on the circulation with a nmediumthe
| east expensive, is to attain the nost perfect state to which a
currency can be brought, and we shoul d possess all these advantages by
subj ecting the Bank to the delivery of uncoined gold or silver at the
M nt standard and price, in exchange for their notes, instead of the
delivery of guineas; by which neans paper woul d never fall below the
val ue of bullion, without being followed by a reduction of its
quantity. To prevent the rise of paper above the value of bullion, the
Bank should be also obliged to give their paper in exchange for
standard gold at the price of £33 17s. per ounce. Not to give too nuch
trouble to the Bank, the quantity of gold to be denmanded in exchange
for paper at the Mnt price of £33 17s. 10 1/2d., or the quantity to be
sold to the Bank at £33 17s., should never be less than twenty ounces.
In other words, the Bank should be obliged to purchase any quantity of
gold that was offered them not |ess than twenty ounces, at £33 17s.
(64*) per ounce, and to sell any quantity that m ght be demanded at £33
17s. 10 1/2d. Wi le they have the power of regulating the quantity of
their paper, there is no possible inconvenience that could result to



them from such a regul ati on

'The nost perfect liberty should be given, at the same tine to
export or inport every description of bullion. These transactions in
bullion would be very few in nunber, if the Bank regulated their |oans
and issues of paper by the criterion which | have so often nentioned,
nanely, the price of standard bullion, wthout attending to the
absol ute quantity of paper in circul ation.

" The object which | have in view would be in a great neasure
attained, if the Bank were obliged to deliver uncoined bullion, in
exchange for their notes, at the Mnt price and standard; though they
were not under the necessity of purchasing any quantity of bullion
offered themat the prices to be fixed, particularly if the Mnt were
to continue open to the public for the coinage of noney: for that
regulation is nmerely suggested, to prevent the value of noney from
varying fromthe value of bullion nore than the trifling difference
between the prices at which the Bank should buy and sell, and which
woul d be an approxinmation to that uniformty in its value, which is
acknow edged to be so desirable.

"I'f the Bank capriciously limted the quantity of their paper
they would raise its value; and gold m ght appear to fall below the
limts at which | propose the Bank shoul d purchase. Gold, in that
case, mght be carried to the Mnt, and the noney returned from
thence, being added to the circulation, would have the effect of
lowering its value, and neking it again conformto the standard; but
it would neither be done so safely, so econonically, nor so
expeditiously, as by the nmeans which | have proposed; agai nst which
the Bank can have no objection to offer, as it is for their interest
to furnish the circulation with paper, rather than oblige others to
furnish it with coin.

"Under such a system and with a currency so regul ated, the Bank
woul d never be liable to any enbarrassnments whatever, excepting on
those extraordi nary occasi ons, when a general panic seizes the
country, and when every one is desirous of possessing the precious
metal s as the nost conveni ent node of realizing or concealing his
property. Agai nst such panics, Banks have no security, on any system
fromtheir very nature they are subject to them as at no tine can
there be in a Bank, or in a country, so nuch specie or bullion as the
nmoni ed i ndividual s of such country have a right to demand. Shoul d
every man w t hdraw his bal ance from his banker on the sane day, nany
times the quantity of Bank notes now in circul ati on would be
insufficient to answer such a demand. A panic of this kind was the
cause of the crisis in 1797; and not, as has been supposed, the large
advances which the Bank had then made to Governnent. Neither the Bank
nor Governnent were at that tine to blame; it was the contagi on of the
unfounded fears of the timd part of the community, which occasioned
the run on the Bank, and it would equally have taken place if they had
not nmade any advances to Governnent, and had possessed twice their
present capital. If the Bank had continued paying in cash, probably
t he pani ¢ woul d have subsi ded before their coin had been exhaust ed.

"Wth the known opinion of the Bank directors, as to the rule for
i ssui ng paper noney, they may be said to have exercised their powers
wi thout any great indiscretion. It is evident that they have foll owed
their owm principle with extreme caution. In the present state of the
| aw, they have the power, wi thout any control whatever, of increasing
or reducing the circulation in any degree they may think proper: a
power whi ch should neither be intrusted to the State itself, nor to
any body in it; as there can be no security for the uniformty in the
val ue of the currency, when its augnentation or dimnution depends
solely on the will of the issuers. That the Bank have t he power of
reducing the circulation to the very narrowest limts will not be



deni ed, even by those who agree in opinion with the directors, that
they have not the power of adding indefinitely to its quantity. Though
I amfully assured, that it is both against the interest and the wi sh
of the Bank to exercise this power to the detrinent of the public,

yet, when | contenplate the evil consequences which mi ght ensue froma
sudden and great reduction of the circulation, as well as froma great
addition to it, | cannot but deprecate the facility with which the
State has arned the Bank with so fornidable a prerogative

' The i nconveni ence to which country banks were subjected before
the restriction on cash paynents, nust, at tines, have been very
great. At all periods of alarm or of expected alarm they nust have
been under the necessity of providing thenselves with guineas, that
they might be prepared for every exigency which m ght occur. Quineas,
on these occasions, were obtained at the Bank in exchange for the
| arger notes, and were conveyed by sone confidential agent, at expense
and risk, to the country bank. After perforning the offices to which
they were destined, they found their way again to London, and in al
probability were again |odged in the Bank, provided they had not
suffered such a | oss of weight, as to reduce them bel ow the | ega
st andar d.

"I'f the plan now proposed, of paying Bank notes in bullion, be
adopted, it would be necessary either to extend the same privilege to
country banks, or to nake Bank notes a legal tender, in which latter
case, there would be no alteration in the |aw respecting country
banks, as they would be required, precisely as they now are, to pay
their notes, when demanded, in Bank of England notes.

' The saving which woul d take place, fromnot subnmitting the
gui neas to the |l oss of weight, fromthe friction which they nust
undergo in their repeated journeys, as well as of the expences of
conveyance, woul d be considerabl e; but by far the greatest advantage
woul d result fromthe permanent supply of the country, as well as of
the London circulation, as far as the snaller paynents are concerned,
being provided in the very cheap nedium paper, instead of the very
val uabl e medi um gold; thereby enabling the country to derive all the
profit which nmay be obtai ned by the productive enpl oynent of a capita
to that amount. W should surely not be justified in rejecting so
deci ded a benefit, unless sonme specific inconveni ence could be pointed
out as likely to follow from adopting the cheaper medium']

A currency is in its nost perfect state when it consists wholly of
paper noney, but of paper noney of an equal value with the gold which
it professes to represent. The use of paper instead of gold,
substitutes the cheapest in place of the nbst expensive nedium and
enabl es the country, without loss to any individual, to exchange al
the gold which it before used for this purpose, for raw materials
utensils, and food; by the use of which, both its wealth and its
enj oynents are increased.

In a national point of view, it is of no inportance whether the
i ssuers of this well regul ated paper noney be the Governnent or a
bank, it will, on the whole, be equally productive of riches, whether
it be issued by one or by the other; but it is not so with respect to
the interest of individuals. In a country where the market rate of
interest is 7 per cent, and where the State requires for a particul ar
expense £370,000 per annum it is a question of inportance to the
i ndividual s of that country, whether they nust be taxed to pay this
£370, 000 per annum or whether they could raise it wthout taxes.
Suppose that a mllion of noney should be required to fit out an
expedition. If the State issued a mllion of paper, and displaced a
mllion of coin, the expedition would be fitted out w thout any charge
to the people; but if a Bank issued a mllion of paper, and lent it to
Governnment at 7 per cent, thereby displacing a nmllion of coin, the



country woul d be charged with a continual tax of £370,000 per annum
the people would pay the tax, the Bank would receive it, and the
society would in either case be as wealthy as before; the expedition
woul d have been really fitted out by the inprovenent of our system by
rendering capital of the value of a nillion productive in the form of
commodities, instead of letting it remain unproductive in the form of
coin; but the advantage woul d al ways be in favour of the issuers of
paper; and as the State represents the people, the people would have
saved the tax, if they, and not the Bank, had issued this mllion

| have al ready observed, that if there were perfect security that
the power of issuing paper noney woul d not be abused, it would be of
no inportance with respect to the riches of the country collectively,
by whom it was issued; and | have now shewn that the public would have
a direct interest that the issuers should be the State, and not a
conmpany of nerchants or bankers. The danger, however, is, that this
power would be nore likely to be abused, if in the hands of
Governnent, than if in the hands of a banking conpany. A conpany
would, it is said, be nore under the control of |aw, and although it
m ght be their interest to extend their issues beyond the bounds of
di scretion, they would be limted and checked by the power which
i ndi vi dual s woul d have of calling for bullion or specie. It is argued
that the sane check woul d not be | ong respected, if Governnent had the
privilege of issuing noney; that they would be too apt to consider
present conveni ence, rather than future security, and night,
therefore, on the alleged grounds of expedi ency, be too nmuch inclined
to renove the checks, by which the amobunt of their issues was
controll ed.

Under an arbitrary Governnent, this objection would have great
force; but, in a free country, with an enlightened | egislature, the
power of issuing paper noney, under the requisite checks of
convertibility at the will of the holder, might be safely |lodged in
the hands of conmm ssioners appointed for that special purpose, and
they might be nade totally independent of the control of ministers.

The sinking fund is nmanaged by conmi ssioners, responsible only to
parlianment, and the investnent of the noney entrusted to their charge,
proceeds with the utnost regularity; what reason can there be to doubt
that the issues of paper noney might be regulated with equal fidelity,
if placed under simlar nmanagenent?

It may be said, that although the advantage accruing to the State,
and, therefore, to the public, fromissuing paper noney, is
sufficiently manifest, as it would exchange a portion of the nationa
debt, on which interest is paid by the public, into a debt bearing no
interest; yet it would be di sadvantageous to commerce, as it would
precl ude the merchants from borrowi ng noney, and getting their bills
di scounted, the nmethod in which Bank paper is partly issued.

This, however, is to suppose that noney could not be borrowed, if
the Bank did not lend it, and that the market rate of interest and
profit depends on the anobunt of the issues of nobney, and on the
channel through which it is issued. But as a country would have no
deficiency of cloth, of wine, or any other comobdity, if they had the
means of paying for it, in the sane nanner neither would there be any
deficiency of noney to be lent, if the borrowers offered good
security, and were willing to pay the narket rate of interest for it.

In another part of this work, | have endeavoured to shew, that the
real value of a commodity is regul ated, not by the accidental
advant ages whi ch nay be enjoyed by sonme of its producers, but by the
real difficulties encountered by that producer who is | east favoured.
It is so with respect to the interest for noney; it is not regul ated
by the rate at which the Bank will lend, whether it be 5, 4, or 3 per
cent, but by the rate of profits which can be nade by the enpl oynent



of capital, and which is totally independent of the quantity, or of
the val ue of noney. Wiether a Bank lent one nmillion, ten mllions, or
a hundred mllions, they would not pernanently alter the nmarket rate
of interest; they would alter only the value of the noney which they
thus issued. In one case, 10 or 20 tines nore noney m ght be required
to carry on the sane business, than what might be required in the
other. The applications to the Bank for noney, then, depend on the
conpari son between the rate of profits that nmay be nmade by the

enpl oynent of it, and the rate at which they are willing to lend it.
If they charge less than the narket rate of interest, there is no
anount of noney which they mght not lend, - if they charge nore than
that rate, none but spendthrifts and prodigals would be found to
borrow of them W accordingly find, that when the narket rate of

i nterest exceeds the rate of 5 per cent at which the Bank uniformy

| end, the discount office is besieged with applicants for noney; and,
on the contrary, when the nmarket rate is even tenporarily under 5 per
cent, the clerks of that office have no enpl oynent.

The reason, then, why for the |last twenty years, the Bank is said
to have given so nmuch aid to comerce, by assisting the nmerchants with
nmoney, is, because they have, during that whole period, |ent noney
bel ow the market rate of interest; below that rate at which the
mer chants coul d have borrowed el sewhere; but, | confess, that to ne
this seens rather an objection to their establishnment, than an
argunent in favour of it.

What shoul d we say of an establishnent which should regularly
supply half the clothiers with wool under the market price? O what
benefit would it be to the community? It would not extend our trade,
because the wool woul d equal |y have been bought if they had charged
the market price for it. It would not |ower the price of cloth to the
consuner, because the price, as | have said before, would be regul ated
by the cost of its production to those who were the | east favoured.
Its sole effect, then, would be, to swell the profits of a part of the
clothiers beyond the general and common rates of profits. The
establi shnent woul d be deprived of its fair profits, and another part
of the comunity would be in the sane degree benefited. Now this is
precisely the effect of our banking establishnents; a rate of interest
is fixed by the |law below that at which it can be borrowed in the
market, and at this rate the Bank are required to lend, or not to |lend
at all. Fromthe nature of their establishnment, they have |arge funds
whi ch they can only dispose of in this way; and a part of the traders
of the country are unfairly, and, for the country, unprofitably
benefited, by being enabled to supply thenselves with an instrunment of
trade, at a | ess charge than those who nust be influenced only by
mar ket price.

The whol e busi ness, which the whole community can carry on
depends on the quantity of its capital, that is, of its raw nmateri al
machi nery, food, vessels, &c. enployed in production. After a well
regul ated paper noney is established, these can neither be increased
nor dimnished by the operations of banking. If, then, the State were
to issue the paper noney of the country, although it should never
di scount a bill, or Iend one shilling to the public, there would be no
alteration in the amount of trade; for we should have the sane
quantity of raw materials, of nachinery, food, and ships; and it is
probabl e, too, that the sanme anmobunt of noney might be |lent, not always
at 5 per cent indeed, a rate fixed by |aw, when that m ght be under
the market rate, but at 6, 7, or 8 per cent, the result of the fair
conpetition in the market between the | enders and the borrowers.

Adam Snith speaks of the advantages derived by nerchants fromthe
superiority of the Scotch node of affording acconmopdati on to trade,
over the English node, by neans of cash accounts. These cash accounts



are credits given by the Scotch banker to his custoners, in addition
to the bills which he discounts for them but, as the banker, in
proportion as he advances noney, and sends it into circulation in one
way, is debarred fromissuing so nmuch in the other, it is difficult to
perceive in what the advantage consists. If the whole circulation wll
bear only one million of paper, one nillion only will be circul ated;
and it can be of no real inportance either to the banker or nerchant,
whet her the whole be issued in discounting bills, or a part be so

i ssued, and the renainder be issued by neans of these cash accounts.

It may perhaps be necessary to say a few words on the subject of
the two netals, gold and silver, which are enployed in currency,
particularly as this question appears to perplex, in many people's
m nds, the plain and sinple principles of currency. 'In England,' says
Dr Smith, 'gold was not considered as a |l egal tender for a long tine
after it was coined into noney. The proportion between the val ues of
gold and silver noney was not fixed by any public |aw or procl amation,
but was left to be settled by the market. If a debtor offered paynent
in gold, the creditor mght either reject such paynent altogether, or
accept of it at such a valuation of the gold, as he and his debtor
coul d agree upon.

In this state of things it is evident that a guinea night
sonetines pass for 22s. or nore, and sonetines for 18s. or |ess,
depending entirely on the alteration in the relative nmarket val ue of
gold and silver. Al the variations, too, in the value of gold, as

well as in the value of silver, would be rated in the gold coin, - it
woul d appear as if silver was invariable, and as if gold only was
subject to rise and fall. Thus, although a gui nea passed for 22s.

instead of 18s., gold might not have varied in value; the variation
m ght have been wholly confined to the silver, and therefore 22s.

m ght have been of no nore value than 18s. were before. And, on the
contrary, the whole variation night have been in the gold: a guinea,
whi ch was worth 18s., might have risen to the value of 22s

If now we suppose this silver currency to be debased by cli pping,
and al so increased in quantity, a guinea mght pass for 30s.; for the
silver in 30s. of such debased noney m ght be of no nore val ue than
the gold in one guinea. By restoring the silver currency to its Mnt
val ue, silver noney would rise: but it would appear as if gold fell
for a guinea would probably be of no nore value than 21 of such good
shillings.

If now gold be also made a | egal tender, and every debtor be at
liberty to discharge a debt by the paynent of 420 shillings, or twenty
gui neas for every £321 that he owes, he will pay in one or the other
according as he can nost cheaply discharge his debt. If with five
quarters of wheat he can procure as much gold bullion as the Mnt will
coin into twenty guineas, and for the sane wheat as nuch silver
bullion as the Mnt will coin for himinto 430 shillings, he wll
prefer paying in silver, because he would be a gainer of ten shillings
by so paying his debt. But if, on the contrary, he could obtain with
this wheat as nmuch gold as woul d be coined into twenty gui neas and a
hal f, and as much silver only as would coin into 420 shillings, he
woul d naturally prefer paying his debt in gold. If the quantity of
gol d which he could procure could be coined only into twenty gui neas,
and the quantity of silver into 420 shillings, it would be a matter of
perfect indifference to himin which noney, silver or gold, it was
that he paid his debt. It is not then a natter of chance; it is not
because gold is better fitted for carrying on the circulation of a
rich country, that gold is ever preferred for the purpose of paying
debts; but, sinply, because it is the interest of the debtor so to pay
t hem

During a long period previous to 1797, the year of the restriction



on the Bank paynents in coin, gold was so cheap, conpared with silver
that it suited the Bank of England, and all other debtors, to purchase
gold in the market, and not silver, for the purpose of carrying it to
the Mnt to be coined, as they could in that coined netal nore cheaply
di scharge their debts. The silver currency was, during a great part of
this period, very much debased; but it existed in a degree of

scarcity, and, therefore, on the principle which | have before
explained, it never sunk in its current value. Though so debased, it
was still the interest of debtors to pay in the gold coin. If, indeed,
the quantity of this debased silver coin had been enornously great, or
if the Mnt had issued such debased pieces, it nmight have been the
interest of debtors to pay in this debased noney; but its quantity was
limted, and it sustained its value, and, therefore, gold was in
practice the real standard of currency.

That it was so, is nowhere denied; but it has been contended, that
it was nade so by the law, which declared that silver should not be a
| egal tender for any debt exceeding £325, unless by weight, according
to the M nt standard.

But this law did not prevent any debtor from paying his debt,
however large its anmount, in silver currency fresh fromthe Mnt; that
the debtor did not pay in this netal, was not a natter of chance, nor
a matter of conpulsion, but wholly the effect of choice; it did not
suit himto take silver to the Mnt, it did suit himto take gold
thither. It is probable, that if the quantity of this debased silver
in circulation had been enornously great, and also a | egal tender
that a gui nea woul d have been again worth thirty shillings; but it
woul d have been the debased shilling that would have fallen in val ue,
and not the guinea that had risen.

It appears, then, that whilst each of the two netals was equally a
| egal tender for debts of any anmobunt, we were subject to a constant
change in the principal standard neasure of value. It would sonetines
be gold, sonetines silver, depending entirely on the variations in the
relative value of the two netals; and at such times the metal, which
was not the standard, would be nelted, and withdrawn fromcircul ation
as its value would be greater in bullion than in coin. This was an
i nconveni ence, which it was highly desirabl e shoul d be renedi ed; but
so slow is the progress of inprovenent, that although it had been
unanswer ably denonstrated by M Locke, and had been noticed by al
witers on the subject of noney since his day, a better system was
never adopted till the session of Parlianent, 1816, when it was
enacted that gold only should be a | egal tender for any sum exceedi ng
forty shillings.

Dr Smith does not appear to have been quite aware of the effect of
enpl oying two netals as currency, and both a | egal tender for debts of
any anount; for he says, that, in reality, during the continuance of
any one regul ated proportion between the respective val ues of the
different netals in coin, the value of the npbst precious netal
regul ates the value of the whole coin.' Because gold was in his day
the mediumin which it suited debtors to pay their debts, he thought
that it had sone inherent quality by which it did then, and al ways
woul d regul ate the val ue of silver coin.

On the reformation of the gold coin in 1774, a new gui nea fresh
fromthe Mnt, would exchange for only twenty-one debased shillings;
but in the reign of King WIlliam when the silver coin was in
precisely the sanme condition, a guinea also new and fresh fromthe
M nt woul d exchange for thirty shillings. On this M Buchanan
observes, 'here, then, is a nost singular fact, of which the common
theories of currency offer no account; the guinea exchangi ng at one
time for thirty shillings, its intrinsic worth in a debased silver
currency, and afterwards the sane gui nea exchanged for only twenty-one



of those debased shillings. It is clear that sonme great change nust
have intervened in the state of the currency between these two
different periods, of which Dr Smith's hypothesis offers no

expl anat i on.

It appears to ne, that the difficulty may be very sinply sol ved,
by referring this different state of the value of the guinea at the
two periods nentioned, to the different quantities of debased silver
currency in circulation. In King Wllianms reign gold was not a | ega
tender; it passed only at a conventional value. Al the |arge paynents
were probably nmade in silver, particularly as paper currency, and the
operations of banking, were then little understood. The quantity of
this debased silver noney exceeded the quantity of silver noney, which
woul d have been maintained in circulation, if nothing but undebased
nmoney had been in use; and, consequently, it was depreciated as well
as debased. But in the succeeding period when gold was a | egal tender
when Bank notes al so were used in effecting paynents, the quantity of
debased silver noney did not exceed the quantity of silver coin fresh
fromthe Mnt, which would have circulated if there had been no
debased silver noney; hence, though the noney was debased, it was not
depreciated. M Buchanan's explanation is sonewhat different; he
thinks that a subsidiary currency is not liable to depreciation, but
that the main currency is. In King Wlliams reign silver was the nain
currency, and hence was liable to depreciation. In 1774 it was a
subsidiary currency, and, therefore, maintained its val ue.
Depreci ati on, however, does not depend on a currency being the
subsidiary of the main currency, it depends wholly on its being in
excess of quantity (65%)

To a noderate seignorage on the coinage of noney there cannot be
much objection, particularly on that currency which is to effect the
smal | er paynents. Money is generally enhanced in value to the ful
anount of the seignorage, and, therefore, it is a tax which in no way
af fects those who pay it, while the quantity of nobney is not in
excess. It nust, however, be renmarked, that in a country where a paper
currency is established, although the issuers of such paper should be
liable to pay it in specie on the denand of the holder, still, both
their notes and the coin mght be depreciated to the full amount of
the seignorage on that coin, which is alone the | egal tender, before
the check, which linmts the circulation of paper, would operate. If
the seignorage of gold coin were 5 per cent for instance, the
currency, by an abundant issue of Bank-notes, might be really
depreciated 5 per cent before it would be the interest of the holders
to demand coin for the purpose of nelting it into bullion; a
depreciation to which we should never be exposed, if either there was
no sei gnorage on the gold coin; or, if a seignorage were allowed, the
hol ders of Bank-notes m ght demand bullion, and not coin, in exchange
for them at the Mnt price of £33 17s. 10 1/2d. Unless, then, the Bank
shoul d be obliged to pay their notes in bullion or coin, at the wll
of the holder, the late | aw which all ows a seignorage of 6 per cent,
or fourpence per oz., on the silver coin, but which directs that gold
shal |l be coined by the Mnt wthout any charge whatever, is perhaps
the nost proper, as it will nost effectually prevent any unnecessary
variation of the currency.

Chapter 28

On the Conparative Value of gold, Corn, and Labour, in R ch and Poor
Countries

"Gold and silver, like all other conmmodities,' says Adam Smith,
"naturally seek the market where the best price is given for them and



the best price is commonly given for every thing in the country which
can best afford it. Labour, it nust be renenbered, is the ultinmate
price which is paid for every thing; and in countries where | abour is
equally well rewarded, the noney price of |abour will be in proportion
to that of the subsistence of the | abourer. But gold and silver wll
natural |y exchange for a greater quantity of substance in a rich than
in a poor country; in a country whi ch abounds wi th subsistence, than
in one which is but indifferently supplied with it.

But corn is a commodity, as well as gold, silver, and other
things; if all commodities, therefore, have a hi gh exchangeabl e val ue
inarich country, corn nust not be excepted; and hence we m ght
correctly say, that corn exchanged for a great deal of nobney, because
it was dear, and that noney, too, exchanged for a great deal of corn
because that al so was dear; which is to assert that corn is dear and
cheap at the sanme tinme. No point in political econony can be better
established, than that a rich country is prevented fromincreasing in
popul ation, in the sane ratio as a poor country, by the progressive
difficulty of providing food. That difficulty nust necessarily raise
the relative price of food, and give encouragenent to its inportation
How t hen can noney, or gold and silver, exchange for nore corn in
rich, than in poor countries? It is only in rich countries, where corn
is dear, that |andhol ders induce the legislature to prohibit the
i mportation of corn. Who ever heard of a |law to prevent the
i mportation of raw produce in Anerica or Poland? - Nature has
effectually precluded its inportation by the conparative facility of
its production in those countries.

How, then, can it be true, that 'if you except corn, and such
ot her vegetables, as are raised altogether by human industry, al
other sorts of rude produce - cattle, poultry, gane of all kinds, the
useful fossils and minerals of the earth, &c., naturally grow dearer
as the society advances.' Wy should corn and veget abl es al one be
excepted? Dr Smith's error throughout his whole work, lies in
supposi ng that the value of corn is constant; that though the value of
all other things nay, the value of corn never can be raised. Corn
according to him is always of the sane val ue because it wll always
feed the sane nunber of people. In the sane nmanner it mght be said,
that cloth is always of the same val ue, because it will always nake
the sane nunber of coats. What can value have to do with the power of
feedi ng and cl ot hi ng?

Corn, like every other comobdity, has in every country its natura
price, viz. that price which is necessary to its production, and
wi thout which it could not be cultivated: it is this price which
governs its nmarket price, and which determn nes the expedi ency of
exporting it to foreign countries. If the inportation of corn were
prohibited in England, its natural price mght rise to £36 per quarter
in England, whilst it was only at half that price in France. If at
this tinme, the prohibition of inportation were renoved, corn woul d
fall in the English market, not to a price between £36 and £33, but
ultimately and pernmanently to the natural price of France, the price
at which it could be furnished to the English narket, and afford the
usual and ordinary profits of stock in France; and it would renain at
this price, whether England consuned a hundred thousand, or a mllion
of quarters. |If the denmand of England were for the latter quantity, it
is probable that, owing to the necessity under which France woul d be,
of having recourse to |land of a worse quality, to furnish this large
supply, the natural price would rise in France; and this woul d of
course affect also the price of corn in England. Al that | contend
for is, that it is the natural price of comobdities in the exporting
country, which ultimately regulates the prices at which they shall be
sold, if they are not the objects of nonopoly, in the inporting



country.

But Dr Snith, who has so ably supported the doctrine of the
natural price of commopdities ultimately regulating their narket price,
has supposed a case in which he thinks that the market price would not
be regul ated either by the natural price of the exporting or of the
importing country. 'Dimnish the real opul ence either of Holland, or
the territory of Genoa,' he says, 'while the nunber of their
i nhabi tants remai ns the same; dinminish their power of supplying
t hensel ves fromdi stant countries, and the price of corn, instead of
sinking with that dimnution in the quantity of their silver which
must necessarily acconpany this declension, either as its cause or as
its effect, will rise to the price of a fanine.

To ne it appears, that the very reverse would take place: the
di m ni shed power of the Dutch or Genoese to purchase generally, night
depress the price of corn for a tinme belowits natural price in the
country fromwhich it was exported, as well as in the countries in
which it was inported; but it is quite inpossible that it could ever
raise it above that price. It is only by increasing the opul ence of
the Dutch or CGenoese, that you could increase the demand, and raise
the price of corn above its former price; and that woul d take pl ace
only for a very limted tinme, unless new difficulties should arise in
obt ai ning the supply.

Dr Smith further observes on this subject: 'Wen we are in want of
necessaries, we nust part with all superfluities, of which the val ue,
as it rises in tines of opulence and prosperity, so it sinks in tines
of poverty and distress.' This is undoubtedly true; but he continues,
it is otherwise with necessaries. Their real price, the quantity of
| abour which they can purchase or conmand, rises in tines of poverty
and distress, and sinks in times of opulence and prosperity, which are
al ways tines of great abundance, for they could not otherw se be tines
of opul ence and prosperity. Corn is a necessary, silver is only a
superfluity.'

Two propositions are here advanced, whi ch have no connexion with
each other; one, that under the circunstances supposed, corn would
command nore | abour, which is not disputed; the other, that corn would
sell at a higher noney price, that it would exchange for nore silver
this | contend to be erroneous. It night be true, if corn were at the
same time scarce - if the usual supply had not been furnished. But in
this case it is abundant; it is not pretended that a | ess quantity
than usual is inported, or that nore is required. To purchase corn
the Dutch or Genoese want noney, and to obtain this noney, they are
obliged to sell their superfluities. It is the market value and price
of these superfluities which falls, and noney appears to rise as
compared with them But this will not tend to increase the demand for
corn, nor to |lower the value of noney, the only two causes which can
raise the price of corn. Mney, froma want of credit, and from other
causes, may be in great demand, and consequently dear, conparatively
with corn; but on no just principle can it be nmintai ned, that under
such circunstances noney woul d be cheap, and therefore, that the price
of corn would rise.

When we speak of the high or |ow value of gold, silver, or any
other comodity in different countries, we should always nention sone
medi umin which we are estimating them or no idea can be attached to
the proposition. Thus, when gold is said to be dearer in England than
in Spain, if no conmodity is nentioned, what notion does the assertion
convey? |If corn, olives, oil, wine, and wool, be at a cheaper price in
Spain than in England; estimated in those commodities, gold is dearer
in Spain. If, again, hardware, sugar, cloth, &. be at a | ower price
in England than in Spain, then, estinated in those comvodities, gold
is dearer in England. Thus gol d appears dearer or cheaper in Spain, as



the fancy of the observer may fix on the nmedi um by which he estinmates
its value. Adam Smith, having stanped corn and | abour as an universa
measure of value, would naturally estinmate the conparative val ue of
gold by the quantity of those two objects for which it would exchange
and, accordingly, when he speaks of the conparative value of gold in

two countries, | understand himto nean its value estimated in corn
and | abour.

But we have seen, that, estimated in corn, gold may be of very
different value in two countries. | have endeavoured to shew that it

will be lowin rich countries, and high in poor countries; Adam Snith
is of a different opinion: he thinks that the val ue of gold, estinated
in corn, is highest in rich countries. But w thout further exanining
whi ch of these opinions is correct, either of themis sufficient to
shew, that gold will not necessarily be |ower in those countries which
are in possession of the nines, though this is a proposition

mai nt ai ned by Adam Smith. Suppose England to be possessed of the

m nes, and Adam Smith's opinion, that gold is of the greatest value in
rich countries, to be correct: although gold would naturally flow from
England to all other countries in exchange for their goods, it would
not follow that gold was necessarily |lower in England, as conpared
with corn and | abour, than in those countries. In anQher place,
however, Adam Snith speaks of the precious netals being necessarily
lower in Spain and Portugal, than in other parts of Europe, because
those countries happen to be al nost the exclusive possessors of the

m nes whi ch produce them 'Poland, where the feudal systemstil
continues to take place, is at this day as beggarly a country as it
was before the discovery of Anerica. The noney price of corn, however,
has risen; THE REAL VALUE OF THE PRECI QUS METALS HAS FALLEN i n Pol and,
in the same manner as in other parts of Europe. Their quantity,
therefore, nust have increased there as in other places, and nearly in
the sane proportion to the annual produce of the land and | abour. This
i ncrease of the quantity of those metals, however, has not, it seens,

i ncreased that annual produce; has neither inproved the manufactures
and agriculture of the country, nor nended the circunstances of its

i nhabi tants. Spain and Portugal, the countries which possess the

m nes, are, after Pol and, perhaps, the two nost beggarly countries in
Europe. The value of the precious netals, however, nust be lower in
Spain and Portugal than in any other parts of Europe, |oaded, not only
with a freight and insurance, but with the expense of snuggling, their
exportation being either prohibited, or subjected to a duty. In
proportion to the annual produce of the land and | abour, therefore,
their quantity nust be greater in those countries than in any other
part of Europe.. those countries, however, are poorer than the greater
part of Europe. Though the feudal system has been abolished in Spain
and Portugal, it has not been succeeded by a nuch better.

Dr Smith's argunent appears to ne to be this: Gold, when estinated
in corn, is cheaper in Spain than in other countries, and the proof of
this is, not that corn is given by other countries to Spain for gold,
but that cloth, sugar, hardware, are by those countries given in
exchange for that netal

Chapter 29
Taxes Paid by the Producer

Mons. Say greatly nagnifies the inconveni ences which result if a
tax on a manufactured comodity is levied at an early, rather than at
a late period of its manufacture. The nmanufacturers, he observes,

t hrough whose hands the comodity may successively pass, nust enpl oy
greater funds in consequence of having to advance the tax, which is



often attended with considerable difficulty to a manufacturer of very
limted capital and credit. To this observation no objection can be
made.

Anot her inconveni ence on which he dwells is, that in consequence
of the advance of the tax, the profits on the advance al so nust be
charged to the consuner, and that this additional tax is one from
whi ch the treasury derives no advant age.

In this latter objection | cannot agree with M Say. The State, we
wi Il suppose, wants to raise imediately £31,000 and levies it on a
manuf acturer, who will not, for a twelvenonth, be able to charge it to
the consunmer on his finished coomodity. In consequence of such del ay,
he is obliged to charge for his cormmodity an additional price, not
only of £31,000, the anpunt of the tax, but probably of £31,100, £3100
being for interest on the £31,000 advanced. But in return for this
addi tional £3100 paid by the Consuner, he has a real benefit, inasnuch
as his paynent of the tax which Governnent required i mediately, and
whi ch he nmust finally pay, has been postponed for a year; an
opportunity, therefore, has been afforded to himof lending to the
manuf acturer, who had occasion for it, the £31,000 at 10 per cent, or
at any other rate of interest which m ght be agreed upon. Eleven
hundred pounds payabl e at the end of one year, when noney is at 10 per
cent interest, is of no nore value than £31,000 to be paid i mediately.

I f Governnent del ayed receiving the tax for one year till the
manuf acture of the commodity was conpleted, it would, perhaps, be
obliged to issue an Exchequer bill bearing interest, and it woul d pay

as much for interest as the consunmer woul d save in price, excepting,
i ndeed, that portion of the price which the nanufacturer night be
enabl ed in consequence of the tax, to add to his own real gains. I|f
for the interest of the Exchequer bill, Governnment woul d have paid 5
per cent, a tax of £350 is saved by not issuing it. If the nmanufacturer
borrowed the additional capital at 5 per cent, and charged the
cOnsuner 10 per cent, he also will have gained 5 per cent on his
advance over and above his usual profits, so that the manufacturer and
Governnment together gain, or save, precisely the sumwhich the
consuner pays

M Sinonde, in his excellent work, De |la Ri chesse Conmmerci al e,
followi ng the sane |ine of argunment as M Say, has calculated that a
tax of 4,000 francs, paid originally by a manufacturer, whose profits
were at the noderate rate of 10 per cent, would, if the commobdity
manuf actured, only passed through the hands of five different persons,
be raised to the consumer to the sumof 6,734 francs. This cal cul ation
proceeds on the supposition, that he who first advanced the tax, would
receive fromthe next manufacturer 4,400 francs, and he again fromthe
next, 4,840 francs; so that at each step 10 per cent on its val ue
woul d be added to it. This is to suppose that the val ue of the tax
woul d be accunul ating at conpound interest; not at the rate of 10 per
cent per annum but at an absolute rate of 10 per cent at every step
of its progress. This opinion of M de Sinonde would be correct, if
five years el apsed between the first advance of the tax, and the sale
of the taxed commpdity to the consuner; but if one year only el apsed,
a renuneration of 400 francs, instead of 2,734, would give a profit at
the rate of 10 per cent per annum to all who had contributed to the
advance of the tax, whether the commobdity had passed through the hands
of five manufacturers or fifty.

Chapter 30
On the Influence of Denand and Supply on Prices

It is the cost of production which nmust ultimately regul ate the



price of commodities, and not, as has been often said, the proportion
bet ween the supply and denmand: the proportion between supply and
demand may, indeed,for a tine, affect the market value of a commodity,
until it is supplied in greater or |ess abundance, according as the
demand may have increased or dinminished; but this effect will be only
of tenporary duration

Di m ni sh the cost of production of hats, and their price wll
ultimately fall to their new natural price, although the demand shoul d
be doubl ed, trebled, or quadrupled. D mnish the cost of subsistence
of men, by dinminishing the natural price of the food and cl othing, by
which life is sustained, and wages will ultimately fall
notw t hstandi ng that the demand for | abourers may very greatly
i ncrease.

The opinion that the price of comobdities depends solely on the
proportion of supply to demand, or denmand to supply, has becone al nost
an axiomin political econony, and has been the source of mnmuch error
in that science. It is this opinion which has nade M Buchanan
mai ntain that wages are not influenced by a rise or fall in the price
of provisions, but solely by the demand and supply of |abour; and that
a tax on the wages of |abour would not rai se wages, because it would
not alter the proportion of the demand of |abourers to the supply.

The denand for a conmodity cannot be said to increase, if no
additional quantity of it be purchased or consuned; and yet, under
such circunstances, its noney value may rise. Thus, if the value of
money were to fall, the price of every commobdity would rise, for each
of the conpetitors would be willing to spend nore noney than before on
its purchase; but though its price rose 10 or 20 per cent if no nore
wer e bought than before, it would not, | apprehend, be admissible to
say, that the variation in the price of the coomodity was caused by
the increased denmand for it. Its natural price, its noney cost of
production, would be really altered by the altered val ue of noney; and
wi t hout any increase of demand, the price of the commpdity woul d be
natural |y adjusted to that new val ue.

"W have seen,' says M Say, 'that the cost of production
determines the I owest price to which things can fall: the price bel ow
whi ch they cannot renmain for any length of tine, because production
woul d then be either entirely stopped or dimnished.' Vol. ii. p. 26.

He afterwards says, that the demand for gold having increased in a
still greater proportion than the supply, since the discovery of the
mnes, 'its price in goods, instead of falling in the proportion of
ten to one, fell only in the proportion of four to one;' that is to
say, instead of falling in proportion as its natural price had fallen
fell in proportion as the supply exceeded the demand. (66*) - 'The
val ue of every commodity rises always in a direct ratio to the denmand,
and in an inverse ratio to the supply.

The sane opinion is expressed by the Earl of Lauderdal e.

"Wth respect to the variations in value, of which every thing
val uabl e is susceptible, if we could for a nonent suppose that any
subst ance possessed intrinsic and fixed value, so as to render an
assuned quantity of it constantly, under all circunstances, of an
equal value, then the degree of value of all things, ascertained by
such a fixed standard, would vary according to the proportion betw xt
the quantity of them and the denand for them and every commodity
woul d, of course, be subject to a variation in its value, fromfour
di fferent circunstances:

1. "It would be subject to an increase of its value, froma
dimnution of its quantity.

2. '"To a dimnution of its value, froman augnentation of its
quantity.

3. "It mght suffer an augnentation in its value, fromthe



circunmstance of an increased demand.

4. 'Its value nmight be dininished by a failure of denmand.

"As it will, however, clearly appear that no commpdity can possess
fixed and intrinsic value, so as to qualify it for a neasure of the
val ue of other commdities, mankind are induced to select, as a
practical neasure of value, that which appears the least liable to any
of these four sources of variations, which are the sol e causes of
alteration of value.

"When, in comon | anguage, therefore, we express the value of any
commodity, it may vary at one period fromwhat it is at another, in
consequence of eight different contingencies:

1. 'Fromthe four circunstances above stated, in relation to the
commodity of which we nean to express the val ue.

2. '"Fromthe sane four circunstances, in relation to the comodity
we have adopted as a neasure of value.' (67%)

This is true of nonopolized commodities, and indeed of the market
price of all other commpbdities for a limted period. |If the denand for
hats shoul d be doubled, the price would inmediately rise, but that
rise would be only tenporary, unless the cost of production of hats,
or their natural price, were raised. If the natural price of bread
should fall 50 per cent from sone great discovery in the science of
agriculture, the demand would not greatly increase, for no man woul d
desire nore than would satisfy his wants, and as the demand woul d not
i ncrease, neither would the supply; for a commodity is not supplied
nmerely because it can be produced, but because there is a denmand for
it. Here, then, we have a case where the supply and denand have
scarcely varied, or if they have increased, they have increased in the
same proportion; and yet the price of bread will have fallen 50 per
cent at a tine, too, when the value of noney had continued invari abl e.

Conmodi ti es which are nonopolized, either by an individual, or by
a conpany, vary according to the | aw which Lord Lauderdal e has laid
down: they fall in proportion as the sellers augnent their quantity,
and rise in proportion to the eagerness of the buyers to purchase
them their price has no necessary connexion with their natural val ue:
but the prices of commobdities, which are subject to conpetition, and
whose quantity nmay be increased in any noderate degree, wll
ultimtely depend, not on the state of denand and supply, but on the
i ncreased or dimnished cost of their production

Chapter 31
On Machi nery

In the present chapter | shall enter into sone enquiry respecting
the influence of nmachinery on the interests of the different classes
of society, a subject of great inportance, and one which appears never
to have been investigated in a manner to lead to any certain or
satisfactory results. It is nore incumbent on ne to declare my opinion
on this question, because they have, on further reflection, undergone
a consi derabl e change; and although I amnot aware that | have ever
publ i shed any thing respecting machinery which it is necessary for ne
to retract, yet | have in other ways given nmy support to doctrines
which | now think erroneous; it, therefore, becones a duty in nme to
submit my present views to exami nation, with ny reasons for
entertaining them

Ever since | first turned ny attention to questions of politica
econony, | have been of opinion, that such an application of machinery
to any branch of production, as should have the effect of saving
| abour, was a general good, acconpanied only with that portion of
i nconveni ence which in nost cases attends the renoval of capital and



| abour from one enploynent to another. It appeared to ne, that

provi ded the | andl ords had the sane noney rents, they would be
benefited by the reduction in the prices of sone of the commodities on
whi ch those rents were expanded, and which reduction of price could
not fail to be the consequence of the enploynent of nachinery. The
capitalist, | thought, was eventually benefited precisely in the sanme
manner. He, indeed, who nade the discovery of the machine, or who
first usefully applied it, would enjoy an additional advantage, by
maki ng great profits for a time; but, in proportion as the nmachine
came into general use, the price of the commodity produced, woul d,
fromthe effects of conpetition, sink to its cost of production, when
the capitalist would get the sane noney profits as before, and he
woul d only participate in the general advantage, as a consuner, by
bei ng enabled, with the sanme noney revenue, to conmand an additi ona
quantity of conforts and enjoynents. The class of |abourers also,

t hought, was equally benefited by the use of nachinery, as they would
have the neans of buying nore cormmopdities with the same noney wages,
and | thought that no reduction of wages would take place, because the
capitalist would have the power of demandi ng and enpl oying the sane
quantity of | abour as before, although he mi ght be under the necessity
of enploying it in the production of a new, or at any rate of a
different commodity. If, by inproved machinery, with the enpl oynment of
the sane quantity of |abour, the quantity of stockings could be
quadrupl ed, and the denand for stockings were only doubl ed, sone

| abourers woul d necessarily be discharged fromthe stocking trade; but
as the capital which enployed themwas still in being, and as it was
the interest of those who had it to enploy it productively, it
appeared to ne that it would be enpl oyed on the production of sone
other comodity, useful to the society, for which there could not fai
to be a demand; for | was, and am deeply inpressed with the truth of
the observation of Adam Snmith, that 'the desire for food is limted in
every man, by the narrow capacity of the hunan stonmach, but the desire
of the conveni ences, and ornanents of buil ding, dress, equipage and
househol d furniture, seens to have no linmit or certain boundary.' As,
then, it appeared to ne that there would be the sane denmand for | abour
as before, and that wages would be no lower, | thought that the

| abouring class would, equally with the other classes, participate in
the advantage, fromthe general cheapness of comuodities arising from
the use of nachinery.

These were ny opinions, and they continue unaltered, as far as
regards the landlord and the capitalist; but | amconvinced, that the
substitution of machinery for human | abour, is often very injurious to
the interests of the class of |abourers.

My nistake arose fromthe supposition, that whenever the net
i ncone of a society increased, its gross incone would al so increase;
now, however, see reason to be satisfied that the one fund, from which
| andl ords and capitalists derive their revenue, may increase, while
the other, that upon which the |l abouring class nainly depend, may
dim nish, and therefore it follows, if | amright, that the sanme cause
whi ch nay increase the net revenue of the country, may at the sane
time render the popul ation redundant, and deteriorate the condition of
t he | abourer.

A capitalist we will suppose enploys a capital of the val ue of
£320, 000 and that he carries on the joint business of a farner, and a
manuf acturer of necessities. We will further suppose, that £37,000 of
this capital is invested in fixed capital, viz. in buildings,

i mpl ements, &c. &c. and that the remaining £313,000 is enployed as
circulating capital in the support of |abour. Let us suppose, too,
that profits are 10 per cent, and consequently that the capitalist's
capital is every year put into its original state of efficiency, and



yields a profit of £32,000.

Each year the capitalist begins his operations, by having food and
necessaries in his possession of the value of £313,000, all of which he
sells in the course of the year to his own worknen for that sum of
nmoney, and, during the sane period, he pays themthe |ike anpbunt of
money for wages: at the end of the year they replace in his possession
food and necessaries of the value of £315,000, £32,000 of which he
consunes hinsel f, or disposes of as may best suit his pleasure and
gratification. As far as these products are concerned, the gross
produce for that year is £315,000, and the net produce £32,000. Suppose
now, that the follow ng year the capitalist enploys half his nen in
constructing a machine, and the other half in producing food and
necessari es as usual. During that year he would pay the sumof £313, 000
in wages as usual, and would sell food and necessaries to the sane
anount to his worknen; but what would be the case the follow ng year?

Whi |l e the nmachi ne was being nade, only one-half of the usua
quantity of food and necessaries would be obtained, and they woul d be
only one-half the value of the quantity which was produced before. The
machi ne woul d be worth £37,500, and the food and necessaries £37, 500,
and, therefore, the capital of the capitalist would be as great as
before; for he would have besi des these two values, his fixed capita
worth £37,000, nmeking in the whole £320,000 capital, and £32,000 profit.
After deducting this latter sumfor his own expenses, he would have a
no greater circulating capital than £35,500 with which to carry on his
subsequent operations; and, therefore, his neans of enploying |abour
woul d be reduced in the proportion of £313,000 to £35, 500, and,
consequently, all the | abour which was before enpl oyed by £37, 500,
woul d become redundant.

The reduced quantity of |abour which the capitalist can enpl oy,
nmust, indeed, with the assistance of the machine, and after deductions
for its repairs, produce a value equal to £37,500, it nust replace the
circulating capital with a profit of £32,000 on the whole capital; but
if this be done, if the net income be not dimnished, of what
importance is it to the capitalist, whether the gross incone be of the
val ue of £33,000, of £310,000, or of £315, 000?

In this case, then, although the net produce will not be
di m ni shed in value, although its power of purchasing conmodities nmay
be greatly increased, the gross produce will have fallen froma val ue
of £315,000 to a value of £37,500, and as the power of supporting a
popul ati on, and enpl oyi ng | abour, depends al ways on the gross produce
of a nation, and not on its net produce, there will necessarily be a
dimnution in the demand for |abour, population will becone redundant,
and the situation of the | abouring classes will be that of distress
and poverty.

As, however, the power of saving fromrevenue to add to capital
nmust depend on the efficiency of the net revenue, to satisfy the wants
of the capitalist, it could not fail to follow fromthe reduction in
the price of comvpdities consequent on the introduction of nachinery,
that with the sane wants he woul d have i ncreased neans of saving -
increased facility of transferring revenue into capital. But with
every increase of capital he would enploy nore |abourers; and,
therefore, a portion of the people thrown out of work in the first
i nstance, woul d be subsequently enployed; and if the increased
production, in consequence of the enploynent of the machine, was so
great as to afford, in the shape of net produce, as great a quantity
of food and necessaries as existed before in the formof gross
produce, there would be the sane ability to enploy the whole
popul ation, and, therefore, there would not necessarily be any
redundancy of peopl e.

All I wish to prove, is, that the discovery and use of nachinery



may be attended with a dimnution of gross produce; and whenever that
is the case, it will be injurious to the | abouring class, as sone of
their nunber will be thrown out of enploynent, and popul ation wll
becone redundant, conpared with the funds which are to enploy it.

The case which | have supposed, is the nost sinple that | could
select; but it would nmake no difference in the result, if we supposed
that the machinery was applied to the trade of any manufacturer, -
that of a clothier, for exanple, or of a cotton nanufacturer. If in
the trade of a clothier, less cloth would be produced after the
i ntroduction of machinery; for a part of that quantity which is
di sposed of for the purpose of paying a | arge body of worknen, would
not be required by their enployer. In consequence of using the
machine, it would be necessary for himto reproduce a value, only
equal to the value consuned, together with the profits on the whole
capital. £37,500 night do this as effectually as £315,000 did before,
the case differing in no respect fromthe forner instance. It nmay be
sai d, however, that the denmand for cloth would be as great as before,
and it may be asked from whence would this supply conme? But by whom
woul d the cloth be demanded? By the farners and the ot her producers of
necessari es, who enployed their capitals in producing these
necessari es as a neans of obtaining cloth: they gave corn and
necessaries to the clothier for cloth, and he bestow ed themon his
wor kmmen for the cloth which their work afforded him

This trade woul d now cease; the clothier would not want the food
and cl ot hing, having fewer nen to enploy and having less cloth to
di spose of. The farners and others, who only produced necessaries as
means to an end, could no | onger obtain cloth by such an application
of their capitals, and, therefore, they would either thensel ves enpl oy
their capitals in producing cloth, or would lend themto others, in
order that the conmodity really wanted night be furnished; and that
for which no one had the neans of paying, or for which there was no
demand, mi ght cease to be produced. This, then, leads us to the sane
result; the demand for |abour would dimnish, and the commodities
necessary to the support of |abour would not be produced in the sane
abundance.

If these views be correct, it follows, 1st: That the discovery,
and useful application of nmachinery, always |eads to the increase of
the net produce of the country, although it may not, and will not,
after an inconsiderable interval, increase the value of that net
produce.

2dly. That an increase of the net produce of a country is
conpatible with a dimnution of the gross produce, and that the
nmotives for enploying machi nery are always sufficient to insure its
enploynent, if it will increase the net produce, although it nmay, and
frequently nust, dininish both the quantity of the gross produce, and
its val ue.

3dly. That the opinion entertained by the |abouring class, that
the enpl oynment of machinery is frequently detrinental to their
interests, is not founded on prejudice and error, but is confornable
to the correct principles of political econony.

4thly. That if the inproved neans of production, in consequence of
the use of nachinery, should increase the net produce of a country in
a degree so great as not to dimnish the gross produce, (I nean al ways
quantity of commodities and not value,) then the situation of al
classes will be inproved. The landlord and capitalist will benefit,
not by an increase of rent and profit, but by the advantages resulting
fromthe expenditure of the same rent, and profit, on commoditi es,
very considerably reduced in value, while the situation of the
| abouring classes will also be considerably inproved; 1st, fromthe
i ncreased denmand for nmenial servants; 2dly, fromthe stinmulus to



savi ngs fromrevenue, which such an abundant net produce wll afford;
and 3dly, fromthe low price of all articles of consunption on which
their wages will be expended.

I ndependently of the consideration of the discovery and use of
machi nery, to which our attention has been just directed, the
| abouring class have no small interest in the manner in which the net
i ncone of the country is expended, although it should, in all cases,
be expended for the gratification and enjoynments of those who are
fairly entitled to it.

If alandlord, or a capitalist, expends his revenue in the manner
of an ancient baron, in the support of a great nunmber of retainers, or
meni al servants, he will give enploynent to nuch nore | abour, than if
he expended it on fine clothes, or costly furniture; on carriages, on
horses, or in the purchase of any other |uxuries.

In both cases the net revenue woul d be the same, and so would be
the gross revenue, but the former would be realised in different
commodities. If ny revenue were £310, 000, the sanme quantity nearly of
productive | abour woul d be enpl oyed, whether | realised it in fine
clothes and costly furniture, &. &c. or in a quantity of food and

clothing of the sane value. If, however, | realised ny revenue in the
first set of comodities, no nore | abour woul d be consequently
enpl oyed: - | should enjoy ny furniture and my cl othes, and there

woul d be an end of them but if | realised nmy revenue in food and
clothing, and ny desire was to enploy nenial servants, all those whom
| could so enploy with nmy revenue of £310,000, or with the food and
clothing which it would purchase, would be to be added to the former
demand for |abourers, and this addition would take place only because
I chose this npde of expending ny revenue. As the | abourers, then, are
interested in the denmand for |abour, they nmust naturally desire that
as much of the revenue as possible should be diverted from expenditure
on luxuries, to be expended in the support of nenial servants.

In the same manner, a country engaged in war, and which is under
the necessity of maintaining large fleets and armi es, enploys a great
many nore nen than will be enpl oyed when the war term nates, and the
annual expenses which it brings with it, cease.

If I were not called upon for a tax of £3500 during the war, and
whi ch is expended on nen in the situations of soldiers and sailors, |
ni ght probably expend that portion of ny income on furniture, clothes,
books, &c. &c. and whether it was expended in the one way or in the
other, there would be the same quantity of |abour enployed in
production; for the food and clothing of the soldier and sailor would
require the same anmount of industry to produce it as the nore
| uxurious commodities; but in the case of the war, there would be the
addi tional demand for nen as soldiers and sailors; and, consequently,
a war which is supported out of the revenue, and not fromthe capita
of a country, is favourable to the increase of popul ation

At the termination of the war, when part of ny revenue reverts to
me, and is enployed as before in the purchase of wine, furniture, or
ot her luxuries, the population which it before supported, and which
the war called into existence, will becone redundant, and by its
effect on the rest of the population, and its conpetition with it for
enpl oynent, will sink the value of wages, and very materially
deteriorate the condition of the I abouring classes.

There is one other case that should be noticed of the possibility
of an increase in the amobunt of the net revenue of a country, and even
of its gross revenue, with a dininution of demand for |abour, and that
is, when the | abour of horses is substituted for that of man. If |
enpl oyed one hundred men on nmy farm and if | found that the food
bestowed on fifty of those nen, could be diverted to the support of
horses, and afford ne a greater return of raw produce, after allow ng



for the interest of the capital which the purchase of the horses would
absorb, it would be advantageous to me to substitute the horses for
the men, and | should accordingly do so; but this would not be for the
interest of the nmen, and unless the incone | obtained, was so nuch
increased as to enable ne to enploy the nmen as well as the horses, it
is evident that the popul ation woul d becone redundant, and the

| abourers' condition would sink in the general scale. It is evident he
could not, under any circunstances, be enployed in agriculture; but if
the produce of the Iand were increased by the substitution of horses
for men, he might be enployed in manufactures, or as a nenial servant.

The statements which | have nmade will not, | hope, lead to the
i nference that machinery should not be encouraged. To elucidate the
principle, I have been supposing, that inproved machinery is suddenly

di scovered, and extensively used; but the truth is, that these

di scoveries are gradual, and rather operate in determning the
enpl oynent of the capital which is saved and accunul ated, than in
diverting capital fromits actual enploynent.

Wth every increase of capital and popul ation, food will generally
rise, on account of its being nore difficult to produce. The
consequence of a rise of food will be a rise of wages, and every rise
of wages will have a tendency to deternine the saved capital in a
greater proportion than before to the enpl oynment of machinery.

Machi nery and | abour are in constant conpetition, and the former can
frequently not be enployed until |abour rises.

In Amrerica and many other countries, where the food of man is
easily provided, there is not nearly such great tenptation to enpl oy
machi nery as in England, where food is high, and costs much | abour for
its production. The sanme cause that raises |abour, does not raise the
val ue of machi nes, and, therefore, with every augnentation of capital
a greater proportion of it is enployed on machinery. The demand for
| abour will continue to increase with an increase of capital, but not
in proportion to its increase; the ratio will necessarily be a
di m ni shing ratio. (68*)

I have before observed, too, that the increase of net incones,
estimated in commpdities, which is always the consequence of inproved
machinery, will lead to new savings and accunul ati ons. These savi ngs,
it nust be renmenbered are annual, and nust soon create a fund, nuch
greater than the gross revenue, originally lost by the discovery of
t he machi ne, when the denmand for |abour will be as great as before,
and the situation of the people will be still further inproved by the
i ncreased savings which the increased net revenue will still enable
them to make.

The enpl oynent of machinery could never be safely discouraged in a
State, for if a capital is not allowed to get the greatest net revenue
that the use of nmachinery will afford here, it will be carried abroad
and this nust be a nuch nore serious discouragenent to the demand for
| abour, than the nost extensive enploynent of machinery; for, while a
capital is enployed in this country, it nust create a demand for some
| abour; machi nery cannot be worked without the assistance of nmen, it
cannot be made but with the contribution of their |abour. By investing
part of a capital in inproved machinery, there will be a dimnution in
the progressive demand for |abour; by exporting it to another country,
the demand will be wholly annihil at ed.

The prices of conmmmodities, too, are regulated by their cost of
production. By enploying i nproved machi nery, the cost of production of
commodities is reduced, and, consequently, you can afford to sell them
in foreign markets at a cheaper price. If, however, you were to reject
the use of nmachinery, while all other countries encouraged it, you
woul d be obliged to export your noney, in exchange for foreign goods,
till you sunk the natural prices of your goods to the prices of other



countries. In nmaking your exchanges with those countries, you night
give a commodity which cost two days |abour, here, for a conmodity

whi ch cost one, abroad, and this di sadvantageous exchange woul d be the
consequence of your own act, for the commpdity which you export, and
whi ch cost you two days | abour, would have cost you only one if you
had not rejected the use of nachinery, the services of which your

nei ghbours had nore wi sely appropriated to thensel ves.

Chapter 32
M Mal thus's Opinion on Rent

Al 't hough the nature of rent has in the former pages of this work
been treated on at some length; yet | consider myself bound to notice
some opi nions on the subject, which appear to nme erroneous, and which
are the nore inportant, as they are found in the witings of one, to
whom of all nen of the present day, sone branches of econonica
science are the nost indebted. O M Mlthus's Essay on Popul ati on,
am happy in the opportunity here afforded me of expressing ny
admi ration. The assaults of the opponents of this great work have only
served to prove its strength; and | am persuaded that its just
reputation will spread with the cultivation of that science of which
it is so eminent an ornament. M Malthus, too, has satisfactorily
expl ai ned the principles of rent, and shewed that it rises or falls in
proportion to the relative advantages, either of fertility or
situation, of the different lands in cultivation, and has thereby
thrown nuch light on many difficult points connected with the subject
of rent, which were before either unknown, or very inperfectly
under stood; yet he appears to me to have fallen into sone errors,
whi ch his authority makes it the nore necessary, whilst his
characteristic candour renders it |ess unpleasing to notice. One of
these errors lies in supposing rent to be a clear gain and a new
creation of riches.

I do not assent to all the opinions of M Buchanan concerning
rent; but with those expressed in the follow ng passage, quoted from
his work by M Mlthus, | fully agree; and, therefore, | nust dissent
fromM Mlthus's coment on them

"Inthis viewit (rent) can formno general addition to the stock
of the community, as the neat surplus in question is nothing nore than
a revenue transferred fromone class to another; and from the nere
circunstance of its thus changing hands, it is clear that no fund can
arise, out of which to pay taxes. The revenue which pays for the
produce of the | and, exists already in the hands of those who purchase
that produce; and, if the price of subsistence were lower, it would
still remain in their hands, where it would be just as available for
taxation as when, by a higher price, it is transferred to the |anded
proprietor."'

After various observations on the difference between raw produce
and manufactured commodities, M Mlthus asks, 'Is it possible then
with M de Sisnondi, to regard rent as the sole produce of |abour
whi ch has a value purely nonminal, and the nere result of that
augrment ation of price which a seller obtains in consequence of a
peculiar privilege; or, with M Buchanan, to consider it as no
addition to the national wealth, but nmerely a transfer of val ue,
advant ageous only to the | andl ords, and proportionably injurious to
t he consuners?' (69*)

| have al ready expressed nmy opinion on this subject in treating of
rent, and have now only further to add, that rent is a creation of
val ue, as | understand that word, but not a creation of wealth. If the
price of corn, fromthe difficulty of producing any portion of it,



should rise from£34 to £35 per quarter, a nillion of quarters will be
of the value of £35,000, 000 instead of £34,000,000, and as this corn
wi || exchange not only for nore noney, but for nore of every other
commodity, the possessors will have a greater anount of value; and as
no one else will, in consequence, have a | ess, the society altogether
wi Il be possessed of greater value, and in that sense rent is a
creation of value. But this value is so far nominal, that it adds
nothing to the wealth, that is to say, the necessaries, conveniences,
and enjoynents of the society. W should have precisely the sane
quantity, and no nore of commodities, and the sane nillion quarters of
corn as before; but the effect of its being rated at £35 per quarter
instead of £34, would be to transfer a portion of the value of the corn
and comodities fromtheir forner possessors to the |landlords. Rent
then is a creation of value, but not a creation of wealth; it adds
nothing to the resources of a country, it does not enable it to

mai ntain fleets and armies; for the country woul d have a greater

di sposable fund if its land were of a better quality, and it could
enpl oy the sane capital without generating a rent.

It must then be adnmitted that M Sisnondi and M Buchanan, for
both their opinions are substantially the same, were correct, when
they considered rent as a value purely nomnal, and as forning no
addition to the national wealth, but nerely as a transfer of val ue,
advant ageous only to the | andl ords, and proportionably injurious to
t he consuner.

In another part of M Malthus's 'Inquiry' he observes, 'that the
i medi ate cause of rent is obviously the excess of price above the
cost of production at which raw produce sells in the market;' and in
anot her place he says, 'that the causes of the high price of raw
produce nmay be stated to be three:

"First, and mainly, that quality of the earth, by which it can be
made to yield a greater portion of the necessaries of |ife than is
required for the maintenance of the persons enployed on the |and.

"2dly. That quality peculiar to the necessaries of life, of being
able to create their own denmand, or to raise up a nunber of demanders
in proportion to the quantity of necessaries produced.

"And 3dly. The conparative scarcity of the nost fertile land.' In
speaki ng of the high price of corn, M Malthus evidently does not nean
the price per quarter or per bushel, but rather the excess of price
for which the whol e produce will sell, above the cost of its
production, including always in the term'cost of its production,
profits as well as wages. One hundred and fifty quarters of corn at £33
10s. per quarter, would yield a larger rent to the landlord than 100
quarters at £34, provided the cost of production were in both cases the
sare.

High price, if the expression be used in this sense, cannot then
be called a cause of rent; it cannot be said 'that the inmedi ate cause
of rent is obviously the excess of price above the cost of production
at which raw produce sells in the market,' for that excess is itself
rent. Rent, M Ml thus has defined to be 'that portion of the val ue of
t he whol e produce which remains to the owner of the land, after al
t he out goings belonging to its cultivation, of whatever kind, have
been paid, including the profits of the capital enployed, estinated
according to the usual and ordinary rate ofthe profits of agricultura
stock at the tinme being.' Now whatever sumthis excess may sell for
is noney rent; it is what M Malthus neans by 'the excess of price
above the cost of production at which raw produce sells in the
mar ket ;' and, therefore, in an inquiry into the causes which nay
el evate the price of raw produce, conpared with the cost of
production, we are inquiring into the causes which may el evate rent.

In reference to the first cause which M Mlthus has assigned for



the rise of rent, nanely, 'that quality of the earth by which it can
be nmade to yield a greater portion of the necessaries of life than is
required for the maintenance of the persons enpl oyed on the land,' he
makes the foll owi ng observations: 'W still want to know why the
consunption and supply are such as to nake the price so greatly exceed
the cost of production, and the nain cause is evidently the fertility
of the earth in producing the necessaries of life. Dimnish this
plenty, dininish the fertility of the soil, and the excess will
dimnish; dimnishit still further, and it wll disappear.' True, the
excess of necessaries will dimnish and di sappear, but that is not the
question. The question is, whether the excess of their price above the
cost of their production will dimnish and di sappear, for it is on
this that noney rent depends. Is M Ml thus warranted in his

i nference, that because the excess of quantity will dimnish and

di sappear, therefore 'the cause of the high price of the necessaries
of life above the cost of productionis to be found in their

abundance, rather than in their scarcity; and is not only essentially
different fromthe high price occasioned by artificial nonopolies, but
fromthe high price of those peculiar products of the earth, not
connected with food, which nmay be called natural and necessary
nmonopol i es?

Are there no circunstances under which the fertility of the |and,
and the plenty of its produce nay be dininished, w thout occasioning a
di m ni shed excess of its price above the cost of production, that is
to say, a dinmnished rent? If there are, M Mlthus's proposition is
much too universal; for he appears to ne to state it as a genera
principle, true under all circunstances, that rent will rise with the
increased fertility of the land, and will fall with its dimnished
fertility.

M  Mal t hus woul d undoubtedly be right, if, of any given farm in
proportion as the land yiel ded abundantly, a greater share of the
whol e produce were paid to the landlord; but the contrary is the fact:
when no other but the nost fertile land is in cultivation, the
| andl ord has the snall est proportion of the whole produce, as well as
the smallest value, and it is only when inferior lands are required to
feed an augnenting popul ation, that both the |andlord' s share of the
whol e produce, and the value he receives, progressively increase.

Suppose that the demand is for a mllion of quarters of corn, and
that they are the produce of the land actually in cultivation. Now,
suppose the fertility of all the land to be so dimnished, that the
very sane lands will yield only 900,000 quarters. The denand being for
a mllion quarters, the price of corn would rise, and recourse nust
necessarily be had to land of an inferior quality sooner than if the
superior |and had continued to produce a mllion of quarters. But it
is this necessity of taking inferior land into cultivation which is
the cause of the rise of rent, and will elevate it, although the
quantity of corn received by the |andl ord, be reduced in quantity.
Rent, it nust be renmenbered, is not in proportion to the absolute
fertility of the land in cultivation, but in proportion to its
relative fertility. Watever cause may drive capital to inferior |and,
must el evate rent on the superior |and; the cause of rent being, as
stated by M Malthus in his third proposition, 'the conparative
scarcity of the nost fertile land.' The price of corn will naturally
rise with the difficulty of producing the |last portions of it, and the
val ue of the whole quantity produced on a particular farmw |l be
i ncreased, although its quantity be di m nished; but as the cost of
production will not increase on the nore fertile land, as wages and
profits taken together will continue always of the sane value, (70*) it
is evident that the excess of price above the cost of production, or
in other words, rent nust rise with the dinminished fertility of the



land, unless it is counteracted by a great reduction of capital
popul ati on, and demand. It does not appear then, that M Ml thus's
proposition is correct: rent does not inmmediately and necessarily rise
or fall with the increased or dimnished fertility of the |and; but
its increased fertility renders it capable of paying at sonme future
time an augnented rent. Land possessed of very little fertility can
never bear any rent; |and of noderate fertility nmay be nmade, as
popul ation increases, to bear a noderate rent; and |and of great
fertility a high rent; but it is one thing to be able to bear a high
rent, and another thing actually to pay it. Rent nay be lower in a
country where | ands are exceedingly fertile than in a country where
they yield a noderate return, it being in proportion rather to
relative than absolute fertility - to the value of the produce, and
not to its abundance. (71*)

M Mal t hus supposes that the rent on | and yielding those peculiar
products of the earth which nay be called natural and necessary
nmonopolies, is regulated by a principle essentially different from
that which regulates the rent of land that yields the necessaries of
life. He think that it is the scarcity of the products of the first
which is the cause of a high rent, but that it is the abundance of the
|atter, which produces the sane effect.

This distinction does not appear to ne to be well founded; for you
woul d as surely raise the rent of land yielding scarce wines, as the
rent of corn |and, by increasing the abundance of its produce, if, at
the sane tine, the demand for this peculiar commodity increased; and
without a sinmilar increase of denand, an abundant supply of corn would
| ower instead of raise the rent of corn | and. Whatever the nature of
the I and may be, high rent nust depend on the high price of the
produce; but, given the high price, rent nust be high in proportion to
abundance and not to scarcity.

We are under no necessity of producing permanently any greater
quantity of a comobdity than that which is demanded. |f by accident
any greater quantity were produced, it would fall belowits natura
price, and therefore would not pay the cost of production, including
in that cost the usual and ordinary profits of stock: thus the supply
woul d be checked till it confornmed to the denmand, and the nmarket price
rose to the natural price

M Mal t hus appears to nme to be too nmuch inclined to think that
popul ation is only increased by the previous provision of food - 'that
it is food that creates its own demand,' - that it is by first
provi ding food, that encouragenent is given to marriage, instead of
considering that the general progress of population is affected by the
i ncrease of capital, the consequent demand for |abour, and the rise of
wages; and that the production of food is but the effect of that
demand.

It is by giving the workman nore noney, or any other commodity in
whi ch wages are paid, and which has not fallen in value, that his
situation is inproved. The increase of population, and the increase of
food will generally be the effect, but not the necessary effect of
hi gh wages. The anended condition of the | abourer, in consequence of
the increased value which is paid him does not necessarily oblige him

to marry and take upon hinself the charge of a fanmily - he will, in
all probability, enploy a portion of his increased wages in furnishing
hi nsel f abundantly with food and necessaries, - but with the renai nder

he may, if it please him purchase any commobdities that may contribute
to his enjoynents - chairs, tables, and hardware; or better clothes,
sugar, and tobacco. Hi s increased wages then will be attended with no
ot her effect than an increased demand for sonme of those commuodities;
and as the race of |abourers will not be materially increased, his
wages will continue permanently high. But although this night be the



consequence of high wages, yet so great are the delights of domestic
society, that in practice it is invariably found that an increase of
popul ation follows the anended condition of the labourer; and it is
only because it does so, that, with the trifling exception already
mentioned, a new and increased demand arises for food. This dermand
then is the effect of an increase of capital and popul ati on, but not
the cause it is only because the expenditure of the people takes this
direction, that the market price of necessaries exceeds the natura
price, and that the quantity of food required is produced; and it is
because the nunmber of people is increased, that wages again fall

What notive can a farner have to produce nore corn than is
actual | y demanded, when the consequence woul d be a depression of its
mar ket price belowits natural price, and consequently a privation to
himof a portion of his profits, by reducing them bel ow the genera
rate? 'If,' says M Mlthus, 'the necessaries of |ife, the nost
i mportant products of |land, had not the proper of creating an increase
of demand proportioned to their increased quantity, such increased
quantity would occasion a fall in their exchangeabl e val ue. (72*)
However abundant mni ght be the produce of the country, its popul ation
m ght remain stationary; and this abundance without a proportionate
demand, and with a very high corn price of |abour, which would
natural |y take place under these circunstances, mght reduce the price
of raw produce like the price of manufactures, to the cost of
producti on.

M ght reduce the price of raw produce to the cost of production
Is it ever for any length of tine either above or below this price?
Does not M Malthus hinself, state it never to be so? '|I hope,' he
says, 'to be excused for dwelling a little, and presenting to the
reader, in various forms, the doctrine, that corn, in reference to the
quantity actually produced, is sold at its necessary price, like
manuf act ures, because | consider it as a truth of the highest
i mportance, which has been overl ooked by the econonists, by Adam
Smith, and all those witers, who have represented raw produce as
selling always at a nonopoly price.

"Every extensive country may thus be considered as possessing a
gradation of nmachines for the production of corn and raw naterial s,
including in this gradation not only all the various qualities of poor
| and, of which every territory has generally an abundance, but the
i nferior machi nery which may be said to be enployed when good land is
further and further forced for additional produce. As the price of raw
produce continues to rise, these inferior nmachines are successively
called into action; and as the price of raw produce continues to fall,
they are successively thrown out of action. The illustration here
used, serves to shew, at once, the necessity of the actual price of
corn to the actual produce, and the different effect which would
attend a great reduction in the price of any particul ar nanufacture,
and a great reduction in the price of raw produce.' (73*)

How are t hese passages to be reconciled to that which affirns,
that if the necessaries of |ife had not the property of creating an
i ncrease of demand proportioned to their increased quantity, the
abundant quantity produced would then, and then only, reduce the price
of raw produce to the cost of production? If corn is never under its
natural price, it is never nore abundant than the actual popul ation
require it to be for their own consunption; no store can be laid up
for the consunption of others; it can never then by its cheapness and
abundance be a stinulus to population. In proportion as corn can be
produced cheaply, the increased wages of the |abourers will have nore
power to maintain famlies. In Anmerica, population increases rapidly,
because food can be produced at a cheap price, and not because an
abundant supply has been previously provided. |In Europe popul ation



i ncreases conparatively slowy, because food cannot be produced at a
cheap value. In the usual and ordinary course of things, the denmand
for all comodities precedes their supply. By saying, that corn woul d,
i ke manufactures, sink to its price of production, if it could not
rai se up denmanders, M Malthus cannot nean that all rent would be
absorbed; for he has hinmself justly remarked, that if all rent were
given up by the landlords, corn would not fall in price; rent being
the effect, and not the cause of high price, and there being al ways
one quality of land in cultivation which pays no rent whatever, the
corn fromwhich replaces by its price, only wages and profits.

In the followi ng passage, M Malthus has given an abl e exposition
of the causes of the rise in the price of raw produce in rich and
progressive countries, in every word of which | concur; but it appears
to ne to be at variance with sonme of the propositions naintai ned by
himin his Essay on Rent. 'l have no hesitation in stating, that,

i ndependently of the irregularities in the currency of a country, and
other tenporary and acci dental circunstances, the cause of the high
conparative noney price of cornis its high conparative real price, or
the greater quantity of capital and | abour which nust be enployed to
produce it; and that the reasons why the real price of corn is higher
and continually rising in countries which are already rich, and stil
advancing in prosperity and population, is to be found in the
necessity of resorting constantly to poorer |and, to machi nes which
require a greater expenditure to work them and which consequently
occasi on each fresh addition to the raw produce of the country to be
purchased at a greater cost; in short, it is to be found in the
important truth, that corn in a progressive country, is sold at a
price necessary to yield the actual supply; and that, as this supply
becones nore and nore difficult, the price rises in proportion.

The real price of a commodity is here properly stated to depend on
the greater or less quantity of |abour and capital (that is,
accunul ated | abour) which nust be enployed to produce it. Real price
does not, as sone have contended, depend on noney val ue; nor, as
others have said, on value relatively to corn, |abour, or any other
commodity taken singly, or to all commodities collectively; but, as M
Mal t hus justly says, 'on the greater (or less) quantity of capital and
| abour whi ch nust be enpl oyed to produce it.

Anong the causes of the rise of rent, M Ml thus nentions, 'such
an increase of population as will |ower the wages of |abour.' But if,
as the wages of l|abour fall, the profits of stock rise, and they be
toget her always of the sanme value, (74*) no fall of wages can raise
rent, for it will neither dininish the portion, nor the value of the
portion of the produce which will be allotted to the farnmer and
| abourer together; and, therefore, will not |eave a | arger portion
nor a larger value for the landlord. In proportion as less is
appropriated for wages, nore will be appropriated for profits, and
vice vers=E2. This division will be settled by the farner and his
| abourers, without any interference of the landlord; and, indeed, it
is a matter in which he can have no interest, otherw se than as one
di vision nay be nore favourable than another, to new accunul ati ons,
and to a further demand for land. If wages fell, profits, and not
rent, would rise. If wages rose, profits, and not rent, would fall.
The rise of rent and wages, and the fall of profits, are generally the
inevitabl e effects of the sane cause - the increasing demand for food,
the increased quantity of |abour required to produce it, and its
consequently high price. If the landlord were to forego his whol e
rent, the | abourers would not be in the | east benefited. If it were
possi ble for the | abourers to give up their whol e wages, the |andlords
woul d derive no advantage from such a circunstance; but in both cases
the farmer would receive and retain all which they relinquish. It has



been ny endeavour to shewin this work, that a fall of wages would
have no other effect than to raise profits. Every rise of profits is
favourable to the accunul ation of capital, and to the further increase
of popul ation, and therefore would, in all probability, ultimtely
lead to an increase of rent.

Anot her cause of the rise of rent, according to M Mlthus, is
"such agricultural inprovenments, or such increase of exertions, as
will dinminish the nunmber of |abourers necessary to produce a given
effect.' To this passage | have the sane objection that | had agai nst
that whi ch speaks of the increased fertility of |and being the cause
of an inmmediate rise of rent. Both the inprovenent in agriculture, and
the superior fertility will give to the land a capability of bearing
at sone future period a higher rent, because with the sane price of
food there will be a great additional quantity. but till the increase
of popul ation be in the same proportion, the additional quantity of
food would not be required, and, therefore, rents would be | owered and
not raised. The quantity that could under the then existing
ci rcunmst ances be consuned, could be furnished either with fewer hands,
or with a less quantity of land, the price of raw produce would fall,
and capital would be withdrawn fromthe |and. (75*) Nothing can raise
rent, but a demand for new land of an inferior quality, or some cause
whi ch shall occasion an alteration in the relative fertility of the
| and al ready under cultivation.(76*) |Inprovenents in agriculture, and
in the division of |abour, are conmmon to all land; they increase the
absolute quantity of raw produce obtained from each, but probably do
not nuch disturb the relative proportions which before existed between
t hem

M Mal thus has justly comrented on the error of Dr Snmith's
argunent, that corn is of so peculiar a nature, that its production
cannot be encouraged by the sane neans that the production of al
ot her commodities is encouraged. He observes, 'It is by no nmeans
intended to deny the powerful influence of the price of corn upon the
price of labour, on an average of a considerabl e nunber of years; but
that this influence is not such as to prevent the novenent of capita
to, or fromthe land, which is the precise point in question, will be
made sufficiently evident, by a short inquiry into the manner in which
| abour is paid, and brought into the market, and by a consideration of
t he consequences to which the assunption of Adam Snith's proposition
woul d inevitably lead.' (77*)

M Mal thus then proceeds to shew, that demand and high price wll
as effectually encourage the production of raw produce, as the demand
and high price of any other conmodity will encourage its production.

In this viewit will be seen, fromwhat | have said of the effects of
bounties, that | entirely concur. | have noticed the passage from M
Mal t hus's ' Qbservations on the Corn Laws,' for the purpose of shew ng
in what a different sense the termreal price is used here, and in his
ot her panphlet, entitled 'Gounds of an Opinion', &. In this passage
M Ml thus tells us, that, it is clearly an increase of real price
al one whi ch can encourage the production of corn,' and, by real price,
he evidently means the increase in its value relatively to all other
things; or, in other words, the rise in its market above its natura
price, or the cost of its production. If by real price this is what is
meant, although | do not adnmit the propriety of thus namng it, M
Mal t hus' s opinion is undoubtedly correct; it is the rise in the market
price of corn which al one encourages its production; for it may be
| aid down as a principle uniformy true, that the only great
encour agenent to the increased production of a commodity, is its
mar ket val ue exceeding its natural or necessary val ue.

But this is not the nmeaning which M Malthus, on other occasions,



attaches to the term real price. In the Essay on Rent, M Malthus

says, by 'the real growing price of corn, | nmean the real quantity of
| abour and capital, which has been enployed to produce the |ast
addi ti ons which have been nade to the national produce.' |n another

part he states 'the cause of the high conparative real price of corn
to be the greater quantity of capital and |abour, which nust be

enpl oyed to produce it.'(78*) Suppose that in the foregoing passage we
were to substitute this definition of real price, would it not then
run thus? - "It is clearly the increase in the quantity of |abour and
capital which nust be enployed to produce corn, which alone can
encourage its production.' This would be to say, that it is clearly
the rise in the natural or necessary price of corn, which encourages
its production - a proposition which could not be nmaintained. It is
not the price at which corn can be produced, that has any influence on
the quantity produced, but the price at which it can be sold. It is in
proportion to the degree of the difference of its price above or bel ow
the cost of production, that capital is attracted to, or repelled from
the land. |If that excess be such as to give to capital so enployed, a
greater than the general profit of stock, capital will go to the |and;
if less, it will be withdrawn fromit.

It is not, then, by an alteration in the real price of corn that
its production is encouraged, but by an alteration in its market
price. It is not 'because a greater quantity of capital and | abour
must be enployed to produce it,' (M Mlthus's just definition of rea
price,) that nore capital and | abour are attracted to the |land, but
because the nmarket price rises above this its real price, and,
notw t hstandi ng the increased charge, nakes the cultivation of |and
the nore profitabl e enpl oynent of capital

Not hi ng can be nore just than the foll owi ng observations of M
Mal t hus, on Adam Smith's standard of value. 'Adam Snith was evidently
led into this train of argunment, fromhis habit of considering |abour
as the standard neasure of value, and corn as the neasure of |abour.
But that corn is a very inaccurate neasure of |abour, the history of
our own country will anply denonstrate; where | abour, conpared with
corn, will be found to have experienced very great and striVing
variations, not only fromyear to year, but fromcentury to century;
and for ten, twenty, and thirty years together. And that neither
| abour nor any other commobdity can be an accurate neasure of rea
val ue i n exchange, is now consi dered as one of the nost
i ncontrovertible doctrines of political econony; and, indeed, follows
fromthe very definition of value in exchange.

If neither corn nor |abour are accurate neasures of real value in
exchange, which they clearly are not, what other conmodity is? -
certainly none. If, then, the expression, real price of comuodities,
have any neaning, it nust be that which M Ml thus has stated in the
Essay on Rent - it must be nmeasured by the proportionate quantity of
capital and | abour necessary to produce them

In M Malthus's '"Inquiry into the Nature of Rent,' he says, 'that,
i ndependently of irregularities in the currency of a country, and
other tenporary and acci dental circunstances, the cause of the high
conparative noney price of corn, is its high conparative real price
or the greater quantity of capital and |abour which nust be enpl oyed
to produce it.' (79%)

This, | apprehend, is the correct account of all permanent
variations in price, whether of corn or of any other comuodity. A
commodity can only pernanently rise in price, either because a greater
quantity of capital and | abour nust be enployed to produce it, or
because noney has fallen in value; and, on the contrary, it can only
fall in price, either because a |l ess quantity of capital and | abour
may be enployed to produce it, or because noney has risen in val ue.



A variation arising fromthe latter of these alternatives, an
altered value of nobney, is commobn at once to all conmodities; but a
variation arising fromthe former cause, is confined to the particul ar
commodity requiring nore or less labour in its production. By allow ng
the free inportation of corn, or by inprovenents in agriculture, raw
produce would fall; but the price of no other comodity woul d be
af fected, except in proportion to the fall in the real value, or cost
of production, of the raw produce, which entered into its conposition

M Ml t hus, havi ng acknow edged this principle, cannot, | think
consistently naintain that the whol e noney value of all the
commodities in the country nust sink exactly in proportion to the fal
in the price of corn. If the corn consuned in the count were of the
value of ten mllions per annum and the nmanufactured and foreign
comodi ti es consuned were of the value of twenty mllions, naking
altogether thirty millions, it would not be adnissible to infer that
the annual expenditure was reduced to 15 nillions, because corn had
fallen 50 per cent, or from10 to 5 millions.

The val ue of the raw produce which entered into the conposition of
these nanufactures nmight not, for exanple, exceed 20 per cent of their

whol e val ue, and, therefore, the fall in the value of manufactured
commodities, instead of being from20 to 10 nmillions, would be only
from20 to 18 nillions; and after the fall in the price of corn of 50

per cent, the whole amount of the annual expenditure, instead of
falling from30 to 15 nmillions, would fall from30 to 23
m | 1ions. (80%)
This, | say, would be their value, if you supposed it possible,
that with such a cheap price of corn, no nore corn and comuodities
woul d be consuned; but as all those who had enpl oyed capital in the
production of corn on those | ands which would no | onger be cultivated, =20

could enploy it in the production of manufactured goods; and only a
part of those manufactured goods woul d be given in exchange for
foreign corn, as on any other supposition no advantage woul d be gai ned
by inportation, and | ow prices; we should have the additional val ue of
all that quantity of manufactured goods which were so produced, and
not exported to add to the above value, so that the real dimnution
even in noney value, of all the conmobdities in the country, corn

i ncluded, would be equal only to the loss of the |andlords, by the
reduction of their rents, while the quantity of objects of enjoynent
woul d be greatly increased

I nstead of thus considering the effect of a fall in the val ue of
raw produce; as M Ml thus was bound to do by his previous adm ssion
he considers it as precisely the same thing as a rise of 100 per cent
in the value of noney, and, therefore, argues as if all comuvdities
woul d sink to half their former price

"During the twenty years beginning with 1794,' he says, 'and
ending with 1813, the average price of British corn per quarter was
about eighty-three shillings; during the ten years ending with 1813,
ninety-two shillings; and during the last five years of the twenty,
one hundred and eight shillings. In the course of these twenty years,
the Governnent borrowed near five hundred millions of real capital
for which, on a rough average, exclusive of the sinking fund, it
engaged to pay about five per cent. But if corn should fall to fifty
shillings a quarter, and other comodities in proportion, instead of
an interest of about five per cent, the Governnent would really pay an
i nterest of seven, eight, nine, and for the last two hundred millions,
ten per cent.

"To this extraordinary generosity towards the stockhol ders, |
shoul d be di sposed to nake no kind of objection, if it were not
necessary to consider by whomit is to be paid; and a nonment's
reflection will shew us, that it can only be paid by the industrious



cl asses of society, and the landlords; that is, by all those whose
nom nal incone will vary with the variations in the nmeasure of val ue.
The noni nal revenues of this part of the society, conpared with the
average of the last five years, will be dimnished one half, and out
of this nomnally reduced incone, they will have to pay the same

nom nal amount of taxes.'(81%)

In the first place, | think, | have already shewn, that even the
val ue of the gross incone of the whole country will not be dim nished
in the proportion for which M Ml thus here contends; it would not
follow, that because corn fell fifty per cent, each man's gross incone
woul d be reduced fifty per cent in value; (82*) his net income mght be
actual ly increased in val ue.

In the second place, | think the reader will agree with ne, that
the increased charge, if admtted, would not fall exclusively, on the
| andl ords and the industrious classes of society: 'the stockhol der, by
his expenditure, contributes his share to the support of the public
burdens in the sane way as the other classes of society. If, then
nmoney becane really nore val uabl e, although he would receive a greater
val ue, he would al so pay a greater value in taxes, and, therefore, it
cannot be true that the whole addition to the real value of the
interest would be paid by '"the I andl ords and the industrious cl asses.

The whol e argunent, however, of M Malthus, is built on an infirm
basis: it supposes, because the gross income of the country is
di m ni shed, that, therefore, the net incone nust al so be dimn nished,
in the same proportion. It has been one of the objects of this work to
shew, that with every fall in the real value of necessaries, the wages
of labour would fall, and that the profits of stock would rise - in
other words, that of any given annual value a | ess portion would be
paid to the | abouring class, and a |larger portion to those whose funds
enpl oyed this class. Suppose the value of the conmodities produced in
a particular manufacture to be £31,000, and to be divided between the
master and his | abourers, in the proportion of £3800 to | abourers, and
£3200 to the master; if the value of these comodities should fall to
£3900, and £3100 be saved fromthe wages of |abour, in consequence of
the fall of necessaries, the net incone of the nmasters would be in no
degree inpaired, and, therefore, he could with just as nmuch facility
pay the sane anount of taxes, after, as before the reduction of
price. (83%)

It is of inportance to distinguish clearly between gross revenue
and net revenue, for it is fromthe net revenue of a society that all
taxes nust be paid. Suppose that all the commodities in the country,
all the corn, raw produce, nmanufactured goods, &c. which could be
brought to market in the course of the year, were of the value of 20
mllions, and that in order to obtain this value, the | abour of a
certain nunber of men was necessary, and that the absol ute necessaries
of these | abourers required an expenditure of 10 millions. | should
say that the gross revenue of such society was 20 mllions, and its
net revenue 10 mllions. It does not follow fromthis supposition
that the | abourers should receive only 10 mllions for their |abour
they might receive 12, 14, or 15 millions, and in that case they would
have 2, 4, or 5 mllions of the net income. The rest woul d be divided
bet ween | andl ords and capitalists; but the whole net incone would not
exceed 10 millions. Suppose such a society paid 2 mllions in taxes,
its net income would be reduced to 8 millions.

Suppose now noney to becone nore val uabl e by one-tenth, al
commodities would fall, and the price of |abour would fall, because
the absol ute necessaries of the | abourer formed a part of those
commodi ties, consequently the gross incone would be reduced to 18
mllions, and the net incone to 9 millions. If the taxes fell in the
same proportion, and, instead of 2 mllions, £31,800,000 only were



rai sed, the net income would be further reduced to £37, 200, 000,
precisely of the sane value as the 8 nmillions were before, and
therefore the society would neither be |osers nor gainers by such an
event. But suppose that after the rise of noney, 2 nillions were

rai sed for taxes as before, the society would be poorer by £3200, 000
per annum their taxes would be really raised one-ninth. To alter the
money val ue of commuodities, by altering the value of noney, and yet to
rai se the sane noney anmount by taxes, is then undoubtedly to increase
the burthens of society.

But suppose of the 10 nmillions net revenue, the |landlords received
five millions as rent, and that by facility of production, or by the
i mportation of corn, the necessary cost of that article in | abour was
reduced 1 nmillion, rent would fall 1 million, and the prices of the
mass of comodities would also fall to the same anount, but the net
revenue would be just as great as before; the gross inconme would, it
is true, be only 10 mllions, and the necessary expenditure to obtain
it 9 mllions, but the net income would be 10 mllions. Now suppose 2
mllions raised in taxes on this dimnished gross incone, would the
soci ety altogether be richer or poorer? Richer, certainly; for after
the paynent of their taxes, they would have, as before, a clear incone
of 8 million to bestow on the purchase of commodities, which had
increased in quantity, and fallen in price, in the proportion of 20 to
19; not only then could the sane taxation be endured, but greater, and
yet the mass of the people be better provided with conveni ences and
necessari es.

If the net incone of the society, after paying the same noney
taxation, be as great as before, and the class of |andhol ders |ose
mllion froma fall of rent, the other productive classes nust have
i ncreased noney incones, notwithstanding the fall of prices. The
capitalist will then be doubly benefited; the corn and butcher's neat
consuned by hinself and his family will be reduced in price; and the
wages of his nenial servants, of his gardeners, and | abourers of al
descriptions, will be also |owered. H's horses and cattle will cost
| ess, and be supported at a | ess expense. Al the commodities in which
raw produce enters at a principal part of their value, will fall. This
aggregat e anount of savings, made on the expenditure of incone, at the
same time that his noney incone is increased, will then be doubly
beneficial to him and will enable himnot only to add to his
enjoynents, but to bear additional taxes, if they should be required:
his additional consunption of taxed commodities will rmuch nore than
make up for the dimnished demand of |andl ords, consequent on the
reduction of their rents. The sane observations apply to farmers and
traders of every description

But it may be said, that the capitalist's income will not be
increased; that the nmillion deducted fromthe landlord's rent, will be
paid in additional wages to | abourers! Be it so; this will nmake no
difference in the argunent: the situation of the society will be
i mproved, and they will be able to bear the sane noney burthens with
greater facility than before; it will only prove what is still nore
desirable, that the situation of another class, and by far the nost
important class in society, is the one which is chiefly benefited by
the new distribution. Al that they receive nore than 9 mllions,
forns part of the net incone of the country, and it cannot be expended
wi thout adding to its revenue, its happiness, or its power. Distribute
then the net income as you please. Gve a little nore to one class,
and a little less to another, yet you do not thereby dimnish it; a
greater anount of commodities will be still produced with the sane
| abour, although the anpbunt of the gross noney val ue of such
commodities will be dimnished; but the net noney inconme of the
country, that fund fromwhich taxes are paid and enjoynents procured,



woul d be much nore adequate, than before, to naintain the actua
popul ation, to afford it enjoynents and |uxuries, and to support any
gi ven anount of taxation

That the stockholder is benefited by a great fall in the val ue of
corn, cannot be doubted; but if no one else be injured, that is no
reason why corn should be nade dear.. for the gains of the stockhol der
are national gains, and increase, as all other gains do, the rea
weal th and power of the country. |If they are unjustly benefited, |et
the degree in which they are so, be accurately ascertai ned, and then
it is for the legislature to devise a renedy; but no policy can be
nmore unwi se than to shut ourselves out fromthe great advantages
ari sing fromcheap corn, and abundant productions, nerely because the
st ockhol der woul d have an undue proportion of the increase.

To regul ate the dividends on stock by the noney value of corn, has
never yet been attenpted. If justice and good faith required such a
regul ation, a great debt is due to the old stockholders; for they have
been receiving the same noney dividends for nore than a century,
al t hough corn has, perhaps, been doubled or trebled in price.(84%)

But it is a great m stake to suppose, that the situation of the
stockhol der will be nore inproved than that of the farnmer, the
manuf acturer, and the other capitalists of the country; it will, in
fact, be Il ess inproved.

The stockhol der will undoubtedly receive the sane noney divi dend,
while not only the price of raw produce, and | abour fell, but the
prices of nany other things into which raw produce entered as a
conmponent part. This, however, is an advantage, as | have just stated,
whi ch he woul d enjoy in common with all other persons who had the sane
nmoney incones to expend: his noney inconme would not be increased; that
of the farnmer, manufacturer and other enpl oyers of |abour would, and
consequently they woul d be doubly benefited.

It may be said, that although it nmay be true that capitalists
woul d be benefited by a rise of profits, in consequence of a fall of
wages, yet that their inconmes would be dininished by the fall in the
nmoney val ue of their conmodities. What is to | ower then? Not any
alteration in the value of noney, for nothing has been supposed to
occur to alter the value of noney. Not any dimnution in the quantity=20
of | abour necessary to produce their commodities, for no such cause
has operated, and if it did operate, would not | ower noney profits,
though it mght | ower noney prices. But the raw produce of which
commodities are made, is supposed to have fallen in price, and,
therefore, comodities will fall on that account. True, they wll
fall, but their fall will not be attended with any dinminution in the
nmoney incone of the producer. If he sell his commodity for |ess noney,
it is only because one of the materials fromwhich it is nade has
fallen in value. If the clothier sell his cloth for £3900 instead of
£31,000, his income will not be less, if the wool fromwhich it is
made, has declined £3100 in val ue.

M Ml thus says, 'It is true, that the |ast additions to the
agricultural produce of an inproving country, are not attended with a
| arge proportion of rent; and it is precisely this circunstance that
may nake it answer to a rich country to inport sone of its corn, if it
can be secure of obtaining an equable supply. But in all cases the
i mportation of foreign corn nust fail to answer nationally, if it is
not so nuch cheaper than the corn that can be grown at hone, as to
equal both the profits and the rent of the grain which it displaces.
Grounds, &c. p. 36.

In this observation M Ml thus is quite correct; but inported corn
must be al ways so nmuch cheaper than the corn that can be grown at
hone, 'as to equal both the profits and the rent of the grain which it
di splaces.' If it were not, no advantage to any one coul d be obtai ned



by inporting it.

As rent is the effect of the high price of corn, the loss of rent
is the effect of a low price. Foreign corn never enters into
conmpetition with such home corn as affords a rent; the fall of price
invariably affects the landlord till the whole of his rent is
absorbed; - if it fall still nore, the price will not afford even the
common profits of stock; capital will then quit the land for sone
other enploynent, and the corn, which was before grown upon it, wll
then, and not till then, be inported. Fromthe |loss of rent, there
will be a loss of value, of estinated noney value, but, there will be
a gain of wealth. The amount of the raw produce and ot her productions
together will be increased; fromthe greater facility with which they
are produced, they will, though augnented in quantity, be dimnished
i n val ue.

Two nmen enpl oy equal capitals - one in agriculture, the other in
manuf actures. That in agriculture produces a net annual val ue of
£31, 200 of which £31,000 is retained for profit, and £3200 is paid for
rent; the other in manufactures produces only an annual val ue of
£31, 000. Suppose that by inportation, the sanme quantity of corn which
cost £31, 200 can be obtained for commodities which cost £3950, and that,
in consequence, the capital enployed in agriculture is diverted to
manuf actures, where it can produce a value of £31,000, the net revenue
of the country will be of less value, it will be reduced from £32, 200
to £32,000; but there will not only be the sane quantity of commodities
and corn for its own consunption, but also as nmuch addition to that
quantity as £350 woul d purchase, the difference between the val ue at
which its manufactures were sold to the foreign country, and the val ue
of the corn which was purchased fromit.

Now this is precisely the question respecting the advantage of
importing, or growing corn; it never can be inported till the quantity
obt ai ned from abroad by the enploynent of a given capital exceeds the
quantity which the sane capital will enable us to grow at hone, -
exceeds not only that quantity which falls to the share of the farner,
but also that which is paid as rent to the |andlord.

M Mal thus says, 'It has been justly observed by Adam Snith, that
no equal quantity of productive |abour enployed in manufactures can
ever occasion so great a reproduction as in agriculture.' |If Adam
Smith speaks of value, he is correct; but if he speaks of riches,
which is the inportant point, he is mistaken; for he has hinself
defined riches to consist of the necessaries, conveni ences, and
enjoynents of hurman life. One set of necessaries and conveni ences
admts of no conparison with another set; value in use cannot be
measured by any known standard; it is differently estinated by
di fferent persons.

NOTES

1. Chapter XV, part i. "Des D=E9bouch=E9s' contains, in particular, sone
very inportant principles, which | believe were first explained by
this distinguished witer.

2. Book i, chap. 5.

3. 'But though | abour be the real neasure of the exchangeabl e val ue of
all comodities,it is not that by which their value is comonly
estimated. It is often difficult to ascertain the proportion between
two different quantities of |abour. The tine spent in two different
sorts of work will not always al one determine this proportion. The

di fferent degrees of hardship endured, and of ingenuity exercised,
must |ikewi se be taken into account. There may be nore | abour in an



hour's hard work, than in two hours easy business; or, in an hour's
application to a trade which it costs ten years' |abour to learn, than
in a nonth's industry at an ordinary and obvious enploynent. But it is
not easy to find any accurate neasure, either of hardship or

i ngenuity. |In exchanging, indeed, the different productions of
different sorts of |abour for one another, sone allowance is comonly
made for both. It is adjusted, however, not by any accurate neasure,
but by the higgling and bargai ning of the nmarket, according to that
sort of rough equality, which though not exact, is sufficient for
carrying on the business of conmon life.' -- Walth of Nations, book
i, chap 10. [actually it is book i, chap v.]

4. Wealth of Nations, book i, chap. 10.

5. A division not essential, and in which the |ine of demarcation
cannot be accurately drawn.

6. W here see why it is that old countries are constantly inpelled to
enpl oy machi nery, and new countries to enploy |abour. Wth every
difficulty of providing for the mai ntenance of nen, |abour necessarily
rises, and with every rise in the price of |abour, new tenptations are
offered to the use of nmachinery. This difficulty of providing for the
mai nt enance of nen is in constant operation in old countries, in new
ones a very great increase in the population may take place without
the least rise in the wages of labour. It nmay be as easy to provide
for the 7th, 8th, and 9th million of nen as for the 2d, 3d, and 4th.

7. M Malthus remarks on this doctrine, "W have the power indeed,
arbitrarily to call the | abour which has been enpl oyed upon a
commodity its real value, but in so doing, we use words in a different
sense fromthat in which they are customarily used; we confound at
once the very inportant distinction between cost and val ue; and render
it alnost inpossible to explain with clearness, the main stimulus to
the production of wealth, which in fact depends upon this

di stinction.'

M Mal thus appears to think that it is a part of ny doctrine, that
the cost and value of a thing should be the sane; -- it is, if he
means by cost, 'cost of production' including profits. In the above
passage, this is what he does not nean, and therefore he has not
clearly understood ne.

8. "The earth, as we have already seen, is not the only agent of
nature which has a productive power; but it is the only one, or nearly
so, that one set of nmen take to thenselves, to the exclusion of
others; and of which, consequently, they can appropriate the benefits.
The waters of rivers, and of the sea, by the power which they have of
gi ving novenent to our machines, carrying our boats, nourishing our
fish, have also a productive power; the wind which turns our mlls,
and even the heat of the sun, work for us; but happily no one has yet
been able to say, the '"the wind and the sun are mine, and the service
whi ch they render nust be paid for."" -- Economie Politique, by J.B
Say, vol. ii. p. 124.

9. Has not M Say forgotten, in the follow ng passage, that it is the
cost of production which ultimately regul ates price? "The produce of

| abour enpl oyed on the land has this peculiar property, that it does
not become nore dear by becom ng nore scarce, because popul ation

al ways di mi nishes at the sane tinme that food dinnishes, and
consequently the quantity of these products demanded, dininishes at
the sane tine as the quantity supplied. Besides, it is not observed
that corn is nore dear in those places where there is plenty of



uncultivated land, than in conpletely cultivated countries. England
and France were nmuch nore inperfectly cultivated in the niddl e ages
than they are now, they produced nuch | ess raw produce: neverthel ess
fromall we can judge by a conparison with the val ue of other things,
corn was not sold at a dearer price. If the produce was |ess, so was
the popul ation; the weakness of the demand conpensated the feebl eness
of the supply." vol. ii. 338. M Say being inpressed with the opinion
that the price of cormmodities is regulated by the price of |abour, and
justly supposing that charitable institutions of all sorts tend to

i ncrease the popul ation beyond what it otherw se would be, and

therefore to | ower wages, says, "l suspect that the cheapness of the
goods, which come from England, is partly caused by the numerous
charitable institutions which exist in that country." vol. ii. 277.

This is a consistent opinion in one who naintains that wages regul ate
price.

10. "In agriculture too," says Adam Snith, "nature |abours along with
man; and though her | abour costs no expense, its produce has its
value, as well as that of the npbst expensive workman." The | abour of
nature is paid, not because she does much, but because she does
little. In proportion as she becones niggardly in her gifts, she
exacts a greater price for her work. Where she is nunificently
beneficient, she always works gratis. "The |abouring cattle enployed
in agriculture, not only occasion, |ike the worknmen in nmanufactures,
the reproduction of a value equal to their own consunption, or to the
capital which enmploys them together with its owner's profits, but of
a much greater value. over and above the capital of the farner and al
its profits, they regularly occasion the reproduction of the rent of
the landlord. This rent nay be considered as the produce of those
powers of nature, the use of which the landlord lends to the farner.
It is greater or snaller according to the supposed extent of those
powers, or in other words, according to the supposed natural or
improved fertility of the land. It is the work of nature which

remai ns, after deducting or conpensating every thing which can be
regarded as the work of man. It is seldomless than a fourth, and
frequently nore than a third of the whole produce. No equal quantity
of productive | abour enployed in manufactures, can ever occasion so
great a reproduction. In them nature does nothing, man does all; and
the reproduction nmust always be in proportion to the strength of the
agents that occasion it. The capital enployed in agriculture,
therefore, not only puts into notion a greater quantity of productive
| abour than any equal capital enployed in manufactures, but in
proportion too, to the quantity of the productive |abour which it

enpl oys, it adds a much greater value to the annual produce of the

I and and | abour of the country, to the real wealth and revenue of its
i nhabitants. O all the ways in which a capital can be enployed, it is
by far the nost advantageous to the society." Book Il, chapter v. p
15.

Does nature nothing man in manufactures? Are the powers of w nd
and water, which nmove our nachinery, and assist navigation, nothing?
The pressure of the atnosphere and the elasticity of steam which
enable us to work the nost stupendous engines -- are they not the
gifts of nature? to say nothing of the effects of the matter of heat
in softening and nelting netals, of the deconposition of the
atmosphere in the process of dyeing and fernentation. There is not a
manuf act ure whi ch can be nmentioned, in which nature does not give her
assi stance to nman, and give it too, generously and gratuitously.

In remarki ng on the passage which | have copied from Adam Smith
M  Buchanan observes, "I have endeavoured to show, in the observations
on productive and unproductive | abour, contained in the fourth vol une,
that agriculture adds no nore to the national stock than any other



sort of industry. In dwelling on the reproduction of rent as so great
an advantage to society, Dr Smth does not reflect that rent is the
effect of high price, and that what the | andlord gains in this way, he
gains at the expense of the community at large. There is no absolute
gain to the society by the reproduction of rent; it is only one class
profiting at the expense of another class. The notion of agriculture
yi el ding a produce, and a rent in consequence, because nature concurs
wi th human industry in the process of cultivation, is a nmere fancy. It
is not fromthe produce, but fromthe price at which the produce is
sold, that the rent is derived; and this price is got not because
nature assists in the production, but because it is the price which
suits the consunption to the supply.”

11. The clearly understanding this principle is, | am persuaded, of
the utnost inportance to the science of political econony.

12. | hope | am not understood as underval uing the inportance of al
sorts of inprovenments in agriculture to landlords -- their inmrediate
effect is to lower rent; but as they give a great stimulus to

popul ation, and at the sanme tinme enable us to cultivate poorer |ands,
with less |labour, they are ultimately of imrense advantage to

| andl ords. A period however nust el apse, during which they are
positively injurious to him

13. To make this obvious, and to show the degrees in which corn and
money rent will vary, let us suppose that the | abour of ten men will,
on land of a certain quality, obtain 180 quarters of wheat, and its
value to be £34 per quarter, or £3720; and that the |abour of ten
additional men will, on the sane or any other |and, produce only 170
quarters in addition; wheat would rise from£34 to £34 4s. 8d. for 170:
180: £34 4s. 8d.; or, as in the production of 170 quarters, the |abour
of ten men is necessary in one case, and only of 9.44 in the other

the rise would be as 9.44 to 10, or as £34 to £34 4s. 8d. If 10 nen be
further enpl oyed, and the return be

160, the price will rise to £34 10s. 0d.
150, the price will rise to £34 16s. 0d.
140, the price will rise to £34 2s. 10d.

Now i f no rent was paid for the | and which yiel ded 180 quarters,
when corn was at £34 per quarter, the value of 10 quarters would be
paid as rent when only 170 could be procured, which at £34 4s. 8d.
woul d be £342 7s. 6d.

20 grs. when 160 were produced, which at £34 10 O woul d be £390 0 O
30 grs. ... 150 .... 4 16 0 ... 144 0 0O
40 grs. ... 140 .... 52 10 ... 205 13 4

Corn rent would increase in the proportion of {100, 200, 300, 400} and
money rent in the proportion of {100, 212, 340, 485}

14. "The shelter and the clothing which are indispensable in one
country may be no way necessary in another; and a | abourer in
H ndostan may continue to work with perfect vigour, though receiving,
as his natural wages, only such a supply of covering as would be
insufficient to preserve a |abourer in Russia from perishing. Even in
countries situated in the same clinmate, different habits of living
will often occasion variations in the natural price of |abour, as
consi derabl e as those which are produced by natural causes." -- p. 68.
An Essay on the External Corn Trade, by Robert Torrens, Esq.

The whole of this subject is nost ably illustrated by Col one
Torrens.



15. Wth M Buchanan in the follow ng passage, if it refers to
tenporary states of misery, | so far agree, that 'the great evil of
the | abourer's condition is poverty, arising either froma scarcity of
food or of work; and in all countries, |laws w thout nunber have been
enacted for his relief. But there are miseries in the social state

whi ch | egislation cannot relieve; and it is useful therefore to know
its limts, that we nmany not, by aiming at what is inpracticable, mniss
the good which is really in our power.' Buchanan, page 61

16. The progress of know edge manifested upon this subject in the
House of Commons since 1796, has happily not been very small, as may
be seen by contrasting the late report of the cormttee on the poor
| aws, and the follow ng sentiments of M Pitt, in that year

"Let us,"” said he, "make relief in cases where there are a nunber
of children a matter or right and honour, instead of a ground of
opprobrium and contenpt. This will nake a large famly a bl essing, and
not a curse; and this will draw a proper line of distinction between
those who are able to provide for thenselves by their |abour, and
those who after having enriched their country with a nunber of
children, have a clai mupon the assistance for support.” -- Hansard's
Parliamentary History, vol. 32, page 710

17. The reader is desired to bear in nmnd, that for the purpose of
maki ng the subject nore clear, | consider noney to be invariable in
val ue, and therefore every variation of price to be referable to an
alteration in the value of the commodity.

18. The reader is aware, that we are | eaving out of our consideration
the accidental variations arising frombad and good seasons, or from

t he demand i ncreasing or dininishing by any sudden effect on the state
of popul ation. W are speaking of the natural and constant, not the
acci dental and fluctuating price of corn

19. See Adam Smith, book i, chap. 9.

20. It will appear then, that a country possessing very consi derable
advantages in nmachinery and skill, and which may therefore be enabl ed
to manufacture commodities with nuch | ess | abour than her nei ghbours,
may, in return for such commodities, inport a portion of the corn
required for its consunption, even if its land were nore fertile, and
corn could be grown with [ ess |abour than in the country fromwhich it
was i nported. Two nmen can both make shoes and hats, and one is
superior to the other in both enploynents; but in making hats, he can
only exceed his conpetitor by one-fifth or 20 per cent, and in nmaking
shoes he can excel himby one-third or 33 per cent; -- will it not be
for the interest of both, that the superior man should enpl oy hinself
excl usively in maki ng shoes, and the inferior nman in naking hats?

21. It nust be understood that all the productions of a country are
consumed; but it makes the greatest difference inmagi nabl e whether they
are consuned by those who reproduce, or by those who do not reproduce
anot her val ue. When we say that revenue is saved, and added to
capital, what we nmean is, that the portion of revenue, so said to be
added to capital, is consuned by productive instead of unproductive

| abourers. There can be no greater error than in suppossing that
capital is increased by non-consunption. If the price of |abour should
rise so high, that notwi thstanding the increase of capital, no nore
coul d be enployed, | should say that such increase of capital would be
still wunproductively consuned.

22. It may be doubted whether commvodities raised in price, nerely by



taxation, would require any nore noney for their circulation. |
bel i eve they woul d not.

23. 18 Quarters at £34 8s. 10 2/3d.
24. 9 Quarters at £34 8s. 10 2/3d.
25. Book v., chap. ii.

26. That the profits of the farner only shoul d be taxed, and not the
profits of any other capitalist, would be highly beneficial to
landlords. It would, in fact, be a tax on the consuners of raw
produce, partly for the benefit of the State, and partly for the
benefit of | andlords.

27. On further consideration, | doubt whether any nore noney woul d be
required to circulate the sane quantity of commodities, if their
prices be raised by taxation, and not by difficulty of production
Suppose 100, 000 quarters of corn to be sold in a certain district, and
in acertain tine, at £34 per quarter, and that in consequence of a
direct tax of 8s. per quarter, corn rises to £34 8s., the sanme quantity
of money, | think, and no nore, would be required to circulate this
corn at the increased price. If | before purchased 11 quarters at £34,
and in consequence of the tax amobliged to reduce ny consunption to
10 quarters, | shall not require nore noney, for in all cases | shal
pay £344 for my corn. The public would, in fact, consune one-el eventh
Il ess, and this quantity woul d be consuned by CGovernnent. The noney
necessary to purchase it, would be derived fromthe 8s. per quarter

to be received fromthe farnmers in the shape of a tax, but the amount
|l evied would at the sane tinme be paid to themfor their corn

therefore the tax is in fact a tax in kind, and does not nmake it
necessary that any nore noney should be used, or, if any, so little,
that the quantity may be safely negl ect ed.

28. M Say appears to have inbi bed the general opinion on this

subj ect. Speaking of corn, he says, 'thence it results, that its price
i nfluences the price of all other commodities. A farmer, a

manuf acturer, or a nerchant, enploys a certain nunber of worknmen, who
all have occasion to consune a certain quantity of corn. If the price
of corn rises, he is obliged to raise, in an equal proportion, the
price of his productions.' Vol. i. p. 255.

29. So far fromthis being true, they would scarcely affect the
| andl ords and st ockhol der.

30. M Say says, that 'the tax added to the price of a commodity,
raises its price. Every increase in the price of a comodity,
necessarily reduces the nunber of those who are able to purchase it,

or at least the quantity they will consune of it." This is by no means
a necessary consequence. | do not believe, that if bread were taxed,
the consunpti on of bread would be dimnished, nore than if cloth, w ne
or soap were taxed.

31. The followi ng remark of the sane author appears to ne equally
erroneous: "Wen a high duty is laid on cotton, the production of all
t hose goods of which cotton is the basis is dinmnished. If the tota
val ue added to cotton in its various nanufactures, in a particular
country, amounted to 100 nillions of francs per annum and the effect
of the tax was, to dimnish the consunption one half, than the tax
woul d deprive that country every year of 50 millions of francs, in
addition to the sumreceived by Governnent." Vol. ii, p. 314.



32. It is observed by M Say, 'that a nanufacturer is not enabled to
make the consunmer pay the whole tax levied on his commpdity, because
its increased price will dimnish its consunption.' Should this be the
case, should the consunption be dininished, will not the supply also
speedi | y be di m ni shed? Why shoul d the manufacturer continue in the
trade, if his profits are below the general level? M Say appears
here also to have forgotten the doctrine which he el sewhere supports,
"that the cost of production determ nes the price, bel ow which
commodities cannot fall for any length of time, because production
woul d be then either suspended or diminished.' -- Vol. ii. p. 26.

33. 'Melon says, that the debts of a nation are debts due fromthe
right hand to the left, by which the body is not weakened. It is true
that the general wealth is not dimnished by the payment of the
interest on arrears of the debt: The dividends are a val ue which
passes fromthe hand of the contributer to the national creditor
whether it be the national creditor or the contributor who accunul ates
or consune it, is, | agreed, of little inportance to the society; but
the principal of the debt -- what has become of that? It exists no
nore. The consunption which has followed the | oan has annihilated a
capital which will never yield any further revenue. The society is
deprived not of the ampunt of interest, since that passes from one
hand to the other, but of the revenue froma destroyed capital. This
capital, if it had been enployed productively by himwho lent it to
the State, would equally have yielded himan inconme, but that incone
woul d have been derived froma real production, and would not have
been furni shed fromthe pocket of a fellowcitizen.' -- Say, vol. ii,
p. 357. This is both conceived and expressed in the true spirit of the
sci ence.

34. 'Credit, in general, is good, as it allows capitals to | eave those
hands where they are not usefully enployed, to pass into those where
they will be made productive: it diverts a capital from an enpl oynent
useful only to the capitalist, such as an investnment in the public
funds, to make it productive in the hands of industry. It facilitates
the enpl oynents of all capitals, and | eaves none unenpl oyed.' --
Econom e Politique, p. 463. 2 Vol. 4th Edition -- This nust be an
oversight of M Say. The capital of the stockhol der can never be nade
productive -- it is, in fact, no capital. If he were to sell his
stock, and enploy the capital he obtained for it, productively, he
could only do so by detaching the capital of the buyer of his stock
froma productive enpl oynent.

35. 'Manufacturing industry increases its produce in proportion to the
demand, and the price falls; but the produce of |and cannot be so
increased; and a high price is still necessary to prevent the
consunption from exceedi ng the supply.' Buchanan, vol. iv, p. 40. Is
it possible that M Buchanan can seriously assert, that the produce of
the |l and cannot be increased, if the demand increases?

36. | wish the word 'Profit' had been omitted. Dr Smith nust suppose
the profits of the tenants of these precious vineyards to be above the
general rate of profits. If they were not, they would not pay the tax,
unl ess they could shift it either to the landlord or consuner.

37. Vol. iii, p. 355.

38. In a fornmer part of this work, |I have noticed the difference

bet ween rent, properly so called, and the renuneration paid to the

| andl ord under the name, for the advantages which the expenditure of
his capital has procured to his tenant; but | did not perhaps



sufficiently distinguish the difference which would arise fromthe
different nodes in which this capital night be applied. As a part of
this capital, when once expended in the inprovenent of a firm is

i nseparably amal gamated with the |and, and tends to increase its
productive powers, the renuneration paid to the landlord for its use
is strictly of the nature of rent, and is subject to all the |laws of
rent. Wiether the inprovenent be nade at the expense of the | andlord
or the tenant, it will not be undertaken in the first instance, unless
there is a strong probability that the return will at |east be equa
to the profit that can be nade by the disposition of any other equa
capital; but when once nmade, the return obtained will ever after be
whol Iy of the nature of rent, and will be subject by the variations of
rent. Some of these expenses, however, only give advantages to the
land for a limted period, and do not add pernmanently to its
productive powers: being bestowed on buildings, and other perishable

i mprovenents, they require to be constantly renewed, and therefore do
not obtain for the landlord any permanent addition to his real rent.

39. ' Commerce enables us to obtain a commodity in the place where it
is to be found, and to convey it to another where it is to be
consuned; it therefore gives us the power of increasing the value of
the commodity, by the whole difference between its price in the first
of these places, and its price in the second." M Say, p. 458, vol

ii. True, but howis this additional value given to it? By adding to
the cost of production, first, the expenses of conveyence; secondly,
the profit on the advance of capital nade by the nmerchant. The
commodity is only nore valuable, for the sane reasons that every other
commodity may becone nore val uabl e, because nore | abour is expended on
its production and conveyance, before it is purchased by the consuner.
This must not be mentioned as one of the advantages of comerce. Wen
the subject is nore closely examined, it will be found that the whol e=20

benefits of commerce resolve thenselves into the neans which it gives
us of acquiring, not nore val uabl e objects, but nore useful ones.

40. In the last volune to the supplenment of the Encycl opaedi a
Britannica, article 'Corn Laws and Trade' are the foll ow ng excellent
suggesti ons and observations: "If we shall at any future period, think
of retracting our steps, in order to give tine to withdraw capita
fromthe cultivation of our poor soils, and to invest it in nore=20

lucrative enploynments, a gradually dinminishing scale of duties nmay be
adopted. The price at which foreign grain should be adnitted duty
free, may be made to decrease from80s. its present linmit, by 4s. or
5s. per quarter annually, till it reaches 50s. when the ports could
safely be thrown open, and the restrictive systembe for ever
abol i shed. When this happy event shall have taken place, it will be no
| onger necessary to force nature. The capital and enterprise of the
country will be turned into those departnents of industry in which our
physi cal situation, national character, or political institutions, fit
us to excel. The corn of Poland, and the raw cotton of Carolina, wll
be exchanged for the wares of Birm ngham and the nuslins of G asgow.
The genui ne commercial spirit, that which permanently secures the
property of nations, is altogether inconsistent with the dark and
shal | ow policy of monopoly. The nations of the earth are |ike

provi nces of the sane kingdom-- a free and unfettered intercourse is
al i ke productive of general and of |ocal advantage.' The whole article
is well worthy of attention; it is very instructive, is ably witten,
and shews that the author is conpletely naster of the subject.

41. \Whatever capital becomes fixed on the |and, nust necessarily be



the landlord's, and not the tenants, at the expiration of the |ease.
What ever conpensation the landlord nmay receive for this capital, on
re-letting his land, will appear in the formof rent; but no rent wll
be paid, if, with a given capital, nore corn can be obtained from
abroad, than can be grown on this land at hone. If the circunstances
of the society should require corn to be inported, and 1,000 quarters
can be obtained by the enploynent of a given capital, and if this
land, with the enploynent of the sanme capital, will yield 1,100
quarters, 100 quarters will necessarily go to rent; but if 1,200 can
be got fromabroad, then this land will go out of circulation, for it
will not then yield even the general rate of profit. But this is no

di sadvant age, however great the capital nay have been, that had been
expended on the land. Such capital is spent with a view to augnent the
produce -- that, it should be renenbered, is the end; of what

i mportance then can it be to the society, whether half its capital be
sunk in value, or even annihiliated, if they obtain a greater annua
quantity of production? Those who deplore the I oss of capital in this
case, are for sacrificing the end to the neans.

42. Anong the nost able of the publications, on the inpolicy of
restricting the Inportation of Corn, nmay be classed Major Torrens
Essay on the External Corn Trade. Hi s argunments appear to me to be
unanswer ed, and to be unanswerabl e.

43. Adam Smith says, 'that the difference between the real and the

nom nal price of commodities and | abour, is not a matter of nere
specul ation, but may sometines be of considerable use in practice.' |
agree with him but the real price of |abour and conmodities, is no
more to be ascertained by their price in goods, Adam Snith's rea
measure, than by their price in gold and silver, his nom nal neasure.
The | abourer is only paid a really high price for his |abour, when his
wages will purchase the produce of a great deal of |abour

44, In vol. i, p. 108, M Say infers, that silver is now of the sane
value, as in the reign of Louis XV, 'because the sanme quantity of
silver will buy the sane quantity of corn.

45. Elenmens d'ldelogie, vol. iv, p. 99. -- In this work M de Tracy
has given a useful and an able treatise on the general principles of
Political Econony, and | amsorry to be obliged to add, that he
supports, by his authority, the definitions which M Say has given of
the words 'value', 'riches', and 'utility".

46. 'The first man who knew how to soften netals by fire, is not the
creator of the value which that process adds to the nelted netal. That
value is the result of the physical action of fire added to the

i ndustry and capital of those who avail ed thenselves of this

know edge.

"Fromthis error Smith has drawn this false result, that the val ue
of all productions represents the recent or former |abour of man, or
in other words, that riches are nothing el se but accunul ated | abour
fromwhich, by a second consequence equally fal se, |abour is the sole
measure of riches, or of the value of productions.' The inference with
which M Say concludes are his own, and not Dr Smith's; they are
correct if no distinction be made between value and riches, and in
this passage M Say makes none; but though Adam Smith, who defined
riches to consists in the abundance of necessaries, conveni ences and
enjoynments of human life, would have all owed that machi nes and natura
agents mght very greatly add to the riches of a country, he would not
have all owed that they add any thing to the value of those riches.



47. Adam Smith speaks of Holland, as affording an instance of the fal
of profits fromthe accunulation of capital, and fromevery enpl oynent
bei ng consequently overcharged. ' The Governnent there borrow at a 2
per cent, and private people of good credit, at 3 per cent.' But it
shoul d be renenbered, that Holland was obliged to inport al nost all
the corn which she consuned, and by inposi ng heavy taxes on the
necessari es of the |abourer, she further raised the wages of |abour
These facts will sufficiently account for the lowrate of profits and
interest in Holland.

48. |Is the following quite consistent with M Say's principle? 'The
nmore di sposabl e capitals are abundant in proportion to the extent of
enpl oynent for them the nore will the rate of interest on | oans of
capital fall.' -- Vol. ii. p. 108. If capital to any extent can be
enpl oyed by a country, how can it be said to be abundant, conpared
with the extent of enploynment for it?

49. Adam Smith says, that "Wen the produce of any particul ar branch
of industry exceeds that the demand of the country requires, the
surplus nust be sent abroad, and exchanged for sonething for which
there is a demand at honme. W thout such exportation, a part of the
productive | abour of the country nust cease, and the value of its
annual produce di nminish. The land and | abour of Great Britain produce
generally nmore corn, woollens, and hardware, than the demand of the
honme market requires. The surplus part of them therefore, nust be
sent abroad, and exchanged for something for which there is a demand
at home. It is only by means of such exportation, that this surplus
can acquire a value sufficient to conpensate the | abour and expense of
producing it." One would be led to think by the above passage, that
Adam Snith concluded we were under sone necessity of producing a
surplus of corn, woollen goods, and hardware, and that the capita

whi ch produced them could not be otherw se enployed. It is, however,
al ways a matter of choice in what way a capital shall be enployed, and
therefore there can never, for any length of tine be a surplus of any
commodity; for if there were, it would fall belowits natural price
and capital would be removed to sonme nore profitable enpl oynent. No
witer has nore satisfactorily and ably shewn that Dr Smith, the
tendency of capital to nove from enpl oynents in which the goods
produced do not repay by their price the whol e expenses, including the
ordinary profits, of producing and bringing themto market.

50. "All kinds of public loans', observes M Say, 'are attended with
the i nconveni ence of withdrawing capital, or portions of capital, from
productive enpl oynents, to devote themto consunption; and when they
take place in a country, the Governnment of which does not inspire nuch
confidence, they have the further inconveni ence of raising the
interest of capital. Who would Iend at 5 per cent per annumto
agriculture, to manufacturers and to commerce, when a borrower nmay be
found ready to pay an interest of 7 or 8 per cent? That sort of

i ncone, which is called profit of stock, would rise then at the
expense of the consunmer. Consunption would be reduce, by the rise in
the price of produce; and the other productive services would be | ess
in demand, |less well paid. The whol e nation, capitalists excepted,
woul d be the sufferers fromsuch a state of things.' To the question:
"who woul d I end noney to farners, manufacturers, and nmerchants, at 5
per cent per annum when another borrower, having little credit, would
give 7 or 8?" | reply, that every prudent and reasonabl e man woul d.
Because the rate of interest is 7 or 8 per cent there, where the

| ender runs extraordinary risk, is this any reason that it should be
equal ly high in those places where they are secured from such risks?
M Say allows, that the rate of interest depends on the rate of



profits; but it does not therefore follow, that the rate of profits
depends on the rate of interest. One is the cause, the other the
effect, and it is inpossible for any circunstances to nmake t hem change
pl aces.

51. In another place he says, that 'whatever extension of the foreign
mar ket can be occasioned by the bounty, rust, in every particul ar
year, be altogether at the expense of the home market; at every bushe
of corn which is exported by neans of the bounty, and which woul d not
have been exported w thout the bounty, would have remained in the home
mar ket to increase the consunption, and to |lower the price of that
commodity. The corn bounty, it is to be observed, as well as every

ot her bounty upon exportation, inposes two different taxes upon the
people; first, the tax which they are obliged to contribute, in order
to pay the bounty; and secondly, the tax which arises fromthe
advanced price of the comodity in the home market, and which, as the
whol e body of the people are purchases of corn, must, in this
particul ar commodity, be paid by the whole body of the people. In this
particul ar commodity, therefore, the second tax is by nuch the

heavi est of the two.' 'For every five shillings, therefore, which they
contribute to the paynent of the first tax, they must contribute six
pounds four shillings to the paynment of the second.' 'The

extraordi nary exportation of corn, therefore, occasioned by the
bounty, not only in every particular year dininishes the hone, just as
much as it extends the foreign market and consunption; but, by

restrai ning the popul ation and industry of the country, its fina
tendency is to stunt and restrain the gradual extension of the hone
mar ket, and thereby in the long run, rather to dininish than to
augrment the whol e market and consunption of corn.

52. The same opinion is held by M Say. -- Vol ii, p. 335
53. See Chapter on Rent.

54. M Say supposes the advantage of the manufacturers at home to be
nmore than tenporary. "A government which absolutely prohibits the

i mportation of certain foreign goods, establishes a nonopoly in favour
of those who produce such commodities at hone, agai nst those who
consume them in other words, those at home who produce them having
the exclusive privilege of selling them nay elevate their price above
the natural price; and the consunmers at home, not being able to obtain
them el sewhere, are obliged to purchase themat a higher price." vol

i, p. 201.

But how can they permanently support the market price of their
goods above the natural price, when every one of their fellow citizens
is free to enter into the trade? They are guaranteed agai nst foreign
but not agai nst home conpetition. The real evil arising to the country
from such nonopolies, if they can be called by that nanme, lies, not in
rai sing the market price of such goods, but in raising their real and
natural price. By increasing the cost of production, a portion of the
| abour of the country is |ess productively enpl oyed.

55. "A freedomof trade is alone wanted to guarantee a country like
Britain, abounding in all the varied products of industry, in

mer chandi se suited to the wants of every society, fromthe possibility
of a scarcity. The nations of the earth are not condemmed to throw the
dice to determ ne which of themshall submit to fam ne. There is

al ways abundance of food in the world. To enjoy a constant plenty, we
have only to lay aside our prohibitions and restrictions, and cease to
counteract the benevol ent wi sdom of Providence.” Article, 'Corn Laws
and Trade' Suppl enent to Encycl opaedi a Britainnica.



56. Are not the follow ng passages contradictory to the one above

quot ed? ' Besi des, that hone trade, though |l ess noticed, (because it is
in a variety of hands) is the nost considerable, it is also the nost
profitable. The commodities exchanged in that trade are necessarily
the productions of the sane country.' Vol. i. p. 84.

' The English Governnent has not observed, that he nost profitable
sal es are those which a country nakes to itself, because they cannot
take place, w thout two val ues being produced by the nation; the val ue
which is sold, and the value with which the purchase is made.' vol. i,
p. 221.

I shall, in the 26th chapter, exam ne the soundness of this
opi ni on.

57. See p. 175.

58. M Say is of the sane opinion with Adam Smth: ' The nost
producti ve enpl oynent of capital, for the country in general, after
that on the land, is that of manufactures and of honme trade; because
it puts in activity an industry of which the profits are gained in the
country, while those capitals which are enployed in foreign conmerce
make the industry and lands of all countries to be productive, w thout
di stinction.

' The enpl oynent of capital the |east favourable to a nation, is
that of carrying the produce of one foreign country to another.' Say,
vol. ii, p. 130.

59. Perhaps this is expressed too strongly, as nore is generally
allotted to the | abourer under the name of wages, that the absolute
necessary expenses of production. In that case a part of the net
produce of the country is received by the | abourer, and may be saved
or expended by him or it may enable himto contribute to the defence
of the country.

60. M Say has totally m sunderstood nme in supposing that | have
consi dered as not hing, the happi ness of so many human beings. | think
the text sufficiently shews that I was confining ny remarks to the
particul ar grounds on which Adam Smith had rested it.

61. 'It is fortunate that the natural course of things draws capital
not to those enploynents where the greatest profits are nade, but to
those where the operation is nost profitable to the community.' --
vol. ii, p. 122. M Say has not told us what those enploynents are,
which, while they are the nost profitable to the individual, are not
the nost profitable to the State. If countries with limted capitals,
but wi th abundance of fertile land, do not early engage in foreign
trade, the reason is, because it is less profitable to individuals,
and therefore also less profitable to the State.

62. \Whatever | say of gold coin, is equally applicable to silver coin;
but it is not necessary to nention both on every occasion

63. This, and the foll owi ng paragraphs, to the close of the bracket,
p. 355, is extracted froma Panphlet entitled ' Proposals for an
Econom cal and Secure Currency' published by the author in the year
1816,

64. The price of £33 17s. here nentioned,is, of course, an arbitrary
price. There m ght be good reason, perhaps, for fixing it either a
little above, or a little below In naming £33 17s. | wish only to
elucidate the principle. The price ought to be so fixed as to nmake it
the interest of the seller of gold rather to sell it to the Bank, than



to carry it to the Mnt to be coined.
The sane renmark applies to the specified quantity of twenty
ounces. There m ght be good reason for naking it ten or thirty.

65. It has lately been contended in parlianment by Lord Lauderdal e,
that, with the existing Mnt regulation, the Bank could not pay their
notes in specie, because the relative value of the two nmetals is such
that it would be for the interest of all debtors to pay their debts
with silver and not with gold coin, while the |law gives a power to al
the creditors of the Bank to demand gol d in exchange for Bank notes.
This gold, his Lordship thinks, could be profitably exported, and if
so, he contends that the Bank, to keep a supply, will be obliged to
buy gold constantly at a premium and sell it at par. If every other
debtor could pay in silver, Lord Lauderdale would be right; but he
cannot do so if this debt exceed 40s. This, then, would linmt the
amount of silver coin in circulation, (if Government had not reserved
to itself the power to stop the coinage of that netal whenever they
nmght think it expedient,) because if too nmuch silver were coined, it
would sink in relative value to gold, and no nan woul d accept it in
payment for a debt exceeding 40 shillings, unless a conpensation were
made for its | ower value. To pay a debt of £3100, one hundred
sovereigns, or Bank notes to the anount of £3100 woul d be necessary,
but £3105, in silver coin might be required, if there were too nuch
silver in circulation. There are, then, two checks agai nst an
excessive quantity of silver coin; first, the direct check which
Government nmay at any time interpose to prevent nore from being

coi ned; secondly, no notive of interest would | ead any one to take
silver to the Mnt, if he nmght do so, for if it were coined,it would
not pass current at its Mnt, but only at its narket val ue.

66. 'If, with the quantity of gold and silver which actually exists,
these netals only served for the manufacture of utensils and
ornanents, they would be abundant, and woul d be nmuch cheaper than they
are at present; in other words, in exchanging them for any other
speci es of goods, we should be obliged to give proportionally a
greater quantity of them But as a |arge quantity of these netals is
used for noney, and as this portion is used for no other purpose,
there remains less to be enployed in furniture and jewellery; nowthis
scarcity adds to their value.' -- Say, vol. i, p. 316. See also note
to page 78

67. An Inquiry into the Nature and Origin of Public Walth, page 13.

68. ' The denmand for | abour depends on the increasing of circulating,
and not of fixed capital. Were it true that the proportion between
these two sorts of capital is the sane at all tinmes, and in all
countries, then, indeed, it follows that the nunmber of |abourers
enployed is in proportion to the wealth of the State. But such a
position has not the senbl ance of probability. As arts are cultivated,
and civilization is extended, fixed capital bears a |larger and |arger
proportion to circulating capital. The amount of fixed capita
enpl oyed in the production of a piece of British nuslinis at least a
hundred, probably a thousand tinmes greater than that enployed in the
production of a similar piece of Indian nmuslin. And the proportion of
circulating capital enployed is a hundred or a thousand tines |less. It
is easy to conceive that, under certain circunstances, the whol e of
t he annual savings of an industrious people might be added to fixed
capital, in which case they would have no effect in increasing the
demand for | abour.

Barton, 'On the Condition of the Labouring O asses of Society'. p
16.



It is not easy, | think, to conceive that under any circunstance,
an increase in capital should not be followed by an increased denand
for labour; the nost that can be said is, that the demand will be in a
dimnishing ratio. M Barton, in the above publication, has, | think
taken a correct view of sone of the effects of an increasing anount of
fixed capital on the condition of the | abouring classes. H s Essay
contains nmuch val ue information.

69. An Inquiry into the Nature and Progress of Rent. p. 15.

70. See page 134, where | have endeavoured to shew, that whatever
facility or difficulty there may be in the production of corn; wages
and profits together will be of the sane value. Wen wages rise, it is
al ways at the expense of profits, and when they fall, profits always
rise.

71. M Ml thus has observed in a |ate publication, that | have

m sunderstood himin this passage, as he did not nean to say, that
rent i mediately and necessarily rises and falls with the increased or
dim nished fertility of the land. If so, | certainly did nmi sunderstand
him M Mlthus's words are, 'Dinminish this plenty, dimnish the
fertility of the soil, and the excess (rent) will dimnish; dininish
it still further, and it will disappear.' M Mlthus does not state
his proposition conditionally, but absolutely. | contended agai nst
what | understood himto nmaintain, that a dimnution of the fertility
of the soil was inconpatible with an increase of rent.

72. O what increased quantity does M Malthus speak? Wo is to
produce it? Wo can have any notive to produce it, before any denmand
exists for an additional quantity?

73. Inquiry, &c. 'In all progressive countries, the average price of
corn is never higher than what is necessary to continue the average
i ncrease of produce.' Cbservations, p. 21.

"In the enploynment of fresh capital upon the land, to provide for
the wants of an increasing popul ation, whether this fresh capital is
enpl oyed in bringing nore | and under the plough, or inproving |Iand
already in cultivation, the main question always depends upon the
expected returns of this capital; and no part of the gross profits can
be di m ni shed, wi thout dimnishing the notive to this node of
enploying it. Every dimnution of price, not fully and i mredi ately

bal anced by a proportionate fall in all the necessary expenses of a
farm every tax on the land, every tax on farnming stock, every tax on
the necessary of farmers, will tell in the conputation; and if, after

all these outgoings are allowed for, the price of the produce will not
| eave a fair renuneration for the capital enployed, according to the
general rate of profits, and a rent at |east equal to the rent of the
land in its fornmer state, no sufficient notive can exist to undertake
the projected inprovenent.' Cbservations, p. 22

74. See page 134.
75. See p. 102, &c.

76. It is not necessary to state, on every occasion, but it mnust be
al ways understood, that the sane result will follow, as far as regards
the price of raw produce and the rise of rent, whether an additiona
capital of a given amount, be enployed on new | and, for which no rent
is paid, or on land already in cultivation, if the produce obtained
fromboth be precisely the sane in quantity. See p. 96

M Say, in his note to the French translation of this work, has
endeavoured to shew that there is not at any tinme land in cultivation



whi ch does not pay rent, and having satisfied hinself on this point,
he concludes that he has overturned all the conclusions which result
fromthat doctrine. He infers, for exanple, that | amnot correct in
saying that taxes on corn, and other raw produce, by elevating their
price, fall on the consuner, and do not fall on rent. He contends that
such taxes nust fall on rent. But before M Say can establish the
correctness of this inference, he nust also shew that there is not any
capital enployed on the land for which no rent is paid (see the

begi nning of this note, and pages 91 and 97 of the present work); now
this he has not attenpted to do. In no part of his notes has he
refuted, or even noticed that inportant doctrine. By his note to page
182 of the second volune of the French edition, he does not appear to
be aware that it has even been advanced.

77. (bservations on the Corn Laws, p. 4.

78. Upon shewing this passage to M Ml thus, at the tine when these
papers were going to press, he observed, 'that in these two instances
he had inadvertently used the termreal price, instead of cost of
production.’ It will be seen, fromwhat | have already said, that to
me it appears, that in these two instances he has used the termrea
price inits true and just acceptation, and that in the forner case
only it is incorrectly applied.

79. Page 40.

80. Manufactures, indeed, could not fall in any such proportion
because, under the circunstances supposed, there would be a new
distribution of the precious nmetals anong the different countries. Qur
cheap commodities would be exported in exchange for corn and gol d,
till the accunul ation of gold should |ower its value, and raise the
nmoney price of commodities.

81. The Grounds of an Opinion, &c. page 36

82. M Malthus, in another part of the same work, supposes comuodities
to vary 25 or 20 per cent when corn varies 33 1/3.

83. O net produce and gross produce, M Say speaks as follows: 'The
whol e val ue produced is the gross produce; this value, after deducting
fromit the cost of production, is the net produce.' vol ii. p. 491
There can then be no net produce, because the cost of production
according to M Say, consists of rent, wages, and profits. In page
508, he says, 'The value of a product, the value of a productive
service, the value of the cost of production, are all then simlar

val ues, whenever things are left to their natural course.' Take a
whol e from a whol e, and not hi ng remai ns.

84. M MCulloch, in an able publication, has very strongly contended
for the justice of making the dividends on the national debt conform
to the reduced value of corn. He is in favour of a free trade in corn
but he thinks it should be acconpani ed by a reduction of interest to
the national creditor

End



