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s where the public interest is concerned

are seldom stopped in their first stage,but they are not unfre-
e second. And if they are still not checked,
there appears to be a Vis Medicatrix in the political body, which
continually throws them ont in more violent forms, till an end is
in some manner put to the disorder of the public opinion. One
of these efforts of nature may be considered as having taken place
in the case of the ?.oﬂmm.—sm doctrines on the subject of national
profusion. The authority of Burke might long have induced
men to believe, that there was something like a balance between
expenditure and its effects ; — that a country under taxation was
really like the earth which receives back the moisture extracted
from it, and not like a reservoir from which some feet are drawn
annually by the sun and some inches returned by the rain. But
his successors have resolved upon maintaining, not_only that the
reservoir receives again what is extracted, but that it does so
when the substantial moisture is drawn out, and only fictitious
showers and paper nm@nmmmamaomm of humidity are M:E.am in its
place ; — nay more, that the distress of the owners during some
remarkable periods of difficulty, has arisen from the supineness
of the overseers, who neglected to draw sufficiently largely for
their own consumption and replenish the reservoir with the
paper wﬁ,ﬁdmm:nﬁ.:\m.
Among the most eminent of the supporters )
and of their opponents, are the writers cited at the head of this
article. The principles contended for by the Right Honourable
author of the work which is placed first, may be summed up 1

the axiom exhibited in his title-page, —that ¢ either the means
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corn, the quantity of furs, salt, gold-dust or other substances in
use as the instrument of exchange, to which he would accept it
as equivalent, would be that which he could recover for it from
a retailer of corn, diminished by the amount of any trouble,
expense or risk which would attend its reception and conveyance
to the retailer; or in other words, he would accept it for what
he could realise by sending it to a retailer who bought it to
sell again. It is true that if he chose to set up the trade of a
dealer in corn in addition to his own, he might at some time
obtain the full market price. But he must deduct the amount of
his expenses, trouble and delay; and his deduction for these,
instead of being less than the deduction of the regular corn-
dealer, must always be considerably greater. So that he would
gain nothing by the proceeding, even though the trouble, ex-
pense, and risk attending the transmission of the corn to a retailer,
which are escaped by it, would be of considerable amount; and
a fortior: if they were comparatively small. And, secondly,
even though the dealer in cloth was in want of corn for his own
consumption and on the point of sending for it to the mar-
ket where he will pay the full market price, he would not accept
the bushel of corn from any of his customers for more than has
been stated. He knows that his being in want of corn for con-
sumption is not within the knowledge of his antagonist, and that
he has only to keep his own secret and the corn will come into
his hands at the same rate as if he had no such want. A hawker,
indeed, would go away in search of a higher rate; because his
object is to find out persons who want to consume at the market
price, and secure their custom by bringing the corn to their doors.
But a customer who offers corn as the instrument of exchange
does it to escape trouble, and expects only to get what it is
worth to every man alike. And a customer is distinguished from a
hawker at first hearing, by his saying ¢ I want,” instead of ¢ Do
you want?  And what is true of ‘corn will be true of other
substances, furs, salt and gold-dust among the rest. Summarily
therefore, the value for which an object of any kind would be
accepted as the instrument of ex.change, would be the value which
could be realised by sending it to a retailer who bought it to sell
again, deducting all the expenses of the transit.*

* Hence it would be a mistake to think, that if a bushel of corn
would buy an ell of cloth, an ell of cloth would buy a bushel of corn.
It would buy less, in the ratio that what could be realised for an ell
of cloth in any kind of substances by sending it to a retailer of cloth,
multiplied by what could be realised for a bushel of corn by sending
it to a retailer of corn, bore to the market price of an ell of cloth in
the same kind of substances, multiplied by the market price of a
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as long as there was any competition for payment in coins, there
wonld be no man who would not increase his wares by a thou-
sandth to obtain them. And consequently a thousand of the
coins would come to be received every where for at least as many
commodities as a thousand and two drachms of gold-dust and a
fraction, or the corresponding quantity of other substances. And
in the same manner they would come to be received for as many
as a thousand and three, and a thousand and four. And similar
consequences would be repeated over and over, with as much
rapidity as men could come to the knowledge of the value which
coins were at the existing moment bearing in the market. In
short, the phenomenon would amount to this, — that whatever
was the height to which the negotiable value of coins should be
known to have risen in the market at large, it would be the inte-
rest of all sellers to offer to receive them at a rate somewhat
higher, rather than be paid in substances which, though they
would command the same at the next place of purchase when
they arrived there, would be attended with some previous ex-
pense or inconvenience; and this would cause the negotiable
value of &ins to rise. And it would continue to rise, till either
it had risen to such a height as to make the existing supply of
coins complete or sufficient to conduct all the exchanges of the
community, and thereby put an end to further competition, — or
till the anxiety of men to secure coins by an increase upon the
market rate, was counterbalanced by the fear that the rate might
from some cause be shaken before the coins were out of their
hands. ,

But for the first of these events to take place, it is-clear that
the second must not. And the further the rate was raised above the
value of the metal, the more its durability would become liable to
suspicion, and the greater would be men’s dread of the conse-
quences of a downfal. The rising of the rate, therefore, would go on
as long as men were willing to risk their property on the durability
of the existing rate, and no longer. Individuals would compare
the loss which they would suffer if the downfal of the rate should
happen within the period for which they expected to retain the
coins," with the advantage which they would derive if it should
not; and according as the loss multiplied by the fraction which
expresses the apprehended probability of its occurrence, was less
or greater than the gain multiplied by the fraction which ex-
presses the probability of escape, they might be expected to un~
dertake the risk or to decline it. And there would be no
situation in which the rate would not rise by some amount or
other ; — because, however great might be the apprehended pro-
bability of a downfal, there must always be some rise so small,
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But where the necessity is real and general, none will undersell
the other ; and consequently the prices will be raised. An ex-
ception may appear to be presented in the cases of some kinds
of dealers, who from particular causes cannot raise their prices
to meet small variations in the demand, or in the value of money ;
as in advanced stages of society is exemplified in the fees of
lawyers and physicians, the prices to theatres, and other instances.
But these dealers, if they do not raise their prices at one time do
it at another, or else reduce the quality of what they give; for
they can no more go without their just recompense to an inde-
finite extent than any other set of dealers. The advances in the
money prices of different commodities would not necessarily be
all in the same proportion ; and there might even be some kinds
of which the money prices would not be raised at all except as
they were affected by the prices of other kinds. But if there
was a rise in the money prices of all or nearly all kinds of com-
modities, and particularly in those of the necessaries of life, every
man would discover that the coins were of less substantial value
to him than before. Their substantial value would not be de-
teriorated to all men exactly alike; but it would be deteriorated
to all. Let it be supposed then, that to those to whom the
deterioration was least, it amounted to a thousandth ; — and if it
had been preferred to fix on any other fraction, the nature of the
result would not be altered. But under these circumstances all
dealers would find that instead of receiving the substantial in-
crease of reward to which they had a just claim, their expected
recompense had been diminished in at least the proportion of nine
hundred and ninety-nine to a thousand. And their first pro-
ceeding would be to attempt raising their money prices again in
at least the opposite proportion; and, as before, they would
not only attempt it, but they would effect it. For they would be
conscious that they were only seeking for their just recompense ;
and consequently none would undersell another or flinch from
his demand. But by this second rise of money prices the sub-
stantial value of coins would be deteriorated to all men by at
least a thousandth again. And consequently the dealers would
raise their money prices as before, in at least the proportion of a
thousand to nine hundred and ninety-nine. And similar con-
sequences would be repeated over and over, with as much .-.mwm&n%
as the dealers could learn the existing market rate of coins, and
raise their money prices with a view to counteract the effects of
its declension. And what is described above, would be n.w:w
consequence of the impulse given by one appearance of the in-
creased number of coins in the market. But as long as the
market rate was not reduced to the point which rendered the
N 2
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number in circulation no more than was required to make the
supply complete, the presence of the excessive number of coins
in the market would cause a succession of new impulses, whose
effects must be added to those of the first. And the final result
would be, that by the efforts of the dealers to overtake their sub-
stantial payment, the market rate of coins would be reduced till
the progress of the reduction was met by the opposite tendency
for the rate to rise. But when the reduction had arrived at this
point, it could proceed no further, and the dealers wouid be
obliged to give up the pursuit after their substantial prices,
For by giving it up they in fact give up next to nothing; be-
cause what they were in pursuit of was the smallest quantity
which was sufficient to make itself felt.* But if they were to
reduce the rate any lower, their interest in raising it again would
be of perpetunal recurrence, and must amount in the end to more
than they submit to once for all by giving up the pursuit. —
And if after this the number of coins should be diminished, their
negotiable value would rise, on the same principle as before.
Also, if instead of any alteration in the number of coins, an al-
teration of a contrary nature should take place in the aggregate
wealth and business of the community, the effects produced
would be the same. The negotiable value of the coins, therefore,
would possess an expanding and contracting property, by which
it would accommodate itself to the number and the demand.

If the issues of new coins were persisted in, a period would
arrive when a coin would purchase the same quantity of com-
modities that might be' purchased with the metal contained in
it, or with what would be given for it by a goldsmith. And if
the issues were continued further, it would purchase less; and
coins would be returned to the uses of ordinary gold, till the
number was reduced to that which being circulated at the value
of the metal would make the supply complete. For till this
was accomplished, there would be a premium upon removal.
But if the application of coins to the uses of rude metal was
artificially impeded, then what could be purchased with a coin
would be reduced below what could be procured for the metal
contained in it by any person who chose to deface it in defiance
of the obstacle.

If, during these operations, any alterations took place in the
aggregate wealth and business of the community, the requisite
corrections must be made. But the savings arising from the
employment of the improved instrument of exchange will,
themselves, constitute additions to the aggregate wealth; and
consequently a correction will be required. And the effect
would be, to defer the time when the issues would render the
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this kindness to the private bankers, they are obliged to depend
upon their power of paying on demand.

If, after this, the government should continue to issue from
time to time a greater number than were returned in discharge
of the taxes in the same interval, then, on every addition, an in-
creased nuthber must in some manner make their appearance
in the market; and from this, an increase of paper prices, or,
which is the same thing, a depreciation of the paper, would
take place by the same steps as in the case of an addition of
superfluous coins. For example, if exclusively of the number
occupied in the discharge of the taxes, four thousand billets were
in circulation at any particular instant where three thousand cir-
culating at par would be sufficient,—then the billets would be
depreciated by one fourth, or a billet purporting to be for a
bushel of wheat would in fact exchange only for the value of
three-quarters ; or, which is the same thing, the paper prices of
commodities would rise by one third. It would be of no con-
sequence that a bushel of wheat was expressed in the billet. The
government, which made the promise of a bushel of wheat, has
refused to keep it; and other persons are bound to give, not
what the government promised without intending to perform, but
what the state of the market will allow.. If the government
should attempt to prevent the depreciation by forcibly causing
the value of a bushel of wheat to be given for every billet as be-

fore, this would be equivalent to enacting that every man should
have a right to take a bushel of wheat from his neighbour upon
giving him three quarters of a bushel in return. And the con-
sequence of pushing the enforcement to the limit of possibility
would be, that every man’s property would be at the disposal of
his neighbours; or in other words that there would be no such
thing as property at all. — Hence the proportion of the nominal
value to which each billet would be reduced would at any time
be expressed by a fraction, whose numerator was the number

sufficient for the circulation when the paper was at par, dimi-

nished by the number engaged-in discharging the taxes; and its

denominator the number actually in circulation, diminished by
the same. And if this is subtracted from unity, the fraction which
remains will express the depreciation.

It may be useful to examine the consequences of such a system

— and first, if the nominal amount of the taxes remains unaltered,
¢or they continue to be discharged by the same quantity of paper

as at first. When the whole of the circulation had come to be

occupied by the billets at par, if the government should go on
issuing from time to time — ag, for instance, daily —a number
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50@@85058&6 substantial ?_:mu or what can really be got
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No part of the superflaous issues could be returned by the pay-
ment of the taxes ; because the legitimate issues are equal to the
Paper returned by the taxes, and the superfluous issues are over
and above, The superfluous issues, therefore, must aJ) £0 to cause
depreciation. et it be supposed then, that the issues and the
nominal produce of the taxes are uniform ; and that the effect of
each day’s superfluous issue becomes sensible at the conclusjon of
that day or the beginning of the next, During the first day no
depreciation would be felt. But on any of the mo:oi:m days,
the sum of the augmentations to the number in circulation would
be equal to the superfluous issue of one day multiplied by
the number of days during which the superfluous issues had beep
carried on ; — from whicl, the depreciation may be found. Apd
what the government would substantially receive on the same day
in exchange for the superfluous issue, would be expressed by the
nominal amount of the daily superfluous issue, diminished by the
product of itself and of the fraction which expresses the depre-
clation. And what it would m:cmams:.m:% lose on the same day
by the diminution of value of the legitimate part of he issue, or
the paper received for the taxes and re-issued, would be expressed
by the nominal amount of the legitimate daily+ issue multiplied
by the same fraction. And the result to the government on any

given day would be equal to the first of thess quantities dimin-
ished by the second; or to the nominal amount of the daily
superfluous issye, diminished by the product of the actual daily
issue and of the fraction which oxXpresses the depreciation,
Hence, when the depreciation became such that the prodyct of
itself and of the actual daily issue wag equal to the daily super-
flucus issue, the daily result to the government would he nothing,
or the increase of gains would be at an end, And this woulq be,
when the depreciation became equal to the daily superfluoys
issue, divided by the actual daily issue. Byt if the superfluons
issues were continued after this period, the government woul
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period, the government would on any day lose more by the taxes
than it received both by the superfluous issue and by the gain
made from the stockholders. — For example, if the daily nominal
payments to the stockholders amounted to one half of the daily
nominal produce of the taxes, and if, as before, the daily super-
fluous issue had been one seventh of the actual issue, the gains
of the government, instead of coming to a conclusion when the
depreciation was one seventh, would be continued till it was
one fourth. But from the time that the depreciation was
one seventh, the government, though it continued to gain from
the stockholders, would be losing from the other conse-
quences of the depreciation: and these losses are what at
length bring the influx of gain to a conclusion. And when the
depreciation had reached one fourth, there would be an end of
daily gains, and daily losses would commence. And these losses
would balance the previous gains, when the depreciation reached
a little more than forty-two hundredths. Hence even the gains
from the stockholders would not prevent final loss. This system
therefore could answer no purpose; except to a government
intent only on present gain and careless of the consequences. *
But where men had been brought to be in any degree tractable
under taxation, it would be a poor financier that could not con-
trive that the substantial value of the taxes should continne undi-
minished. Tor it is for the most part practicable to lay a tax so
that it shall operate ad valorem ; and where it is not, the proof of
the relative magnitude of the tax having declined is always a good
foundation for demanding that the rate should be increased. And
in reality such an augmentation is not an increase of the tax. There
is a fraud going on, but not a fraud upon the payers of the taxes.
In that capacity at least, they are only spectators. It may be
assumed therefore, that in practice the substantial value of the

% .:.% = ¢ + r, of which ¢ is paid daily to the stockholders, the
result to the government during ¢ will be st—(s+ p) .z + ¢z,
or st — (s+ #) 4z; and the consequences may be deduced from
the former computations by substituting r for p.  The influx of gain

will cease when z = : ; but loss will have been arising from the
5y

effects of the depreciation in all quarters except the gains from the
4 s J
stockholders, from the time that z was equal to o G — fM\ as
: t

P, rwillbe equal to 3 s, and the influx of gain will

w
be at an end when z = .W« The losses will balance the previous
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e




191

ument of Exchange:

On the Inst)
ulation which is

yant 11k

Because the P ¢ instrument of circ
engaged 0 discharging (he taxes T1S€S in nominal amovt
f the substantial V&

© s altogether

te)
the reduction ©
e left out of the calc

Hmvc ( v \ 7 UMENT O,
n NNN N.N.m.\u‘ r\‘mﬁﬁkﬁx . _
QC. og,
(=} an

ortion of th

taxes wo
: uld be mad
e
this was the case, nrmnmuwmmv pace with the de :
ux of gain would ¢ Mﬁnaosﬁmoz. But if
at once be m 1
ade per-

petual; for there w
taxes. T1 54:5 be no L
billet éoiwmwwn.mﬁ_w%nros of the Mmmmo:o:m for loss upo ]
fraction whose uced, would at S&. value to sz_ors e . ?cco?.as to
the whole o?n&d;.s:g.gop. was the any time be expres y d cach it has been seelt that it may
ation, and its denon number sufficient mmm by a And this Jeads to an observation of importance-
iinator the number JQ@S. m.:. ment of circulation consisted in part of bills of exchang® the
actually in nominal amount of the bills drawn from time O time would alse
tion to the yeduction of the mcﬁmnp:ﬁ& value of
of the ﬁo:;@ sterling.

as, for ipstances,

circulation ;
.5 nT@ SEEU
er occupied in di
in :
discharging the taxes bei omul
eing rise in propor
siven elementary part,
o far as they will be affected by depre-

”—Om.‘ out
of both 3
would be s , as being tl
SR ubstanti g Lne samd pr 1
issue, would be M:rm:% received on QMNOGQ.SOEL part. Wh
m_wyo:m issue, &_dwmmzwm movnrm nominal a %m day for the superflu at any g
whi shec ount Y ous s .
s ich expresses th m% the product of it ﬂow the daily super mmdom bills of exchange, § .
tially gained e depreciation self and of the fr PEEe ciation, May be left out of the calculations mr;omwnrmﬁ
equal to the 50%5?0 same day m.OHM aﬁwrmﬁ would vmmmmw HRon The losses of the stockholders from the reduced value of the
holders multipli %S_ amount of the mxw stockholders, w dokan- payments made to thems would have ne effect iD Jowering the
two a:m:nmsm% %MEJ% the same m.mnmo% 7 meﬁmzﬁ to nrmcm_mu Wm , nominal Price of stock.  Xor ¢ an annual payment of five notes
moﬁvzem:m Tt M be ﬁr.m daily gain .Om r:& the sum of nro P would cell for 2 hundred when there was no &ﬂémn.,m&o? an
issue on each m:nnwmﬁm? of wheat H.oeo?mma M government. Wmm - Snnual MB%B@Q of five @m.?.mnwﬁog notes would cell for ML.E:?.&
W L S5 3 .
WW mmo:;s: has been UN%:WMW of the period in meoﬂrm msmumm.mcocvv” 111\!\\\\\\\1\\\\\\\\1\\»\&\\\\\\\\\.\\\‘\7
at vw“.o% ¥, Wo such a Eotaoﬁmwo ?wmm_v their ::5me www wmé: de- engaged in the same mawbowam:e after any aumber of days t- MS.
ar for the ; n of t ill be , 4 A
Jogarithm of MMMM_@ circulation, as mmHMMW vawcm billets mcmM.MMMEM if this pumber 18 called @ & wil bers ey as A M st—x to A— \QM\..
d nverse pils EXPLCEREC , n g %
mﬁﬂwﬂw value of each Ezmnom nr.M fraction which MW the hyperbolic y ¢rom which it follows that & will be t0 A st as—r to 4, or % will be
:rEU%_wM.«wmﬂm\w be M.M::&. to wh%:wwmmv:mrﬂm mNﬁ%MMMMmW.Mrm m@.. m@:& to \EH\ The m:.omoﬁ._o_a of the 9..@.5& value to which
; ets suffici o such a 3 m the ! m ; A e
expressed by taking ﬁrwmww.omw par for the s,roﬂmvnw%vo_gc: of the each billet will be reduced, will ,cmmoa:& to A T divided by
duct of the fracti culation : , A4-st ; .
act: 5 s A4S 1s . N oy e 1 1 —— 11 = 1—
ion which expresses prat R G iy which 18 o@:& 0 o w And z W1 be
. cAbA v T pushels of wheat received for the super-
\xM\x\m\w\ of which the fuent,

i SR O
A4st A st

ing 1, will b i — stz, OF
ae during & W1 e st —5t2 0T 7 st

t wu . g,
ﬁ:w A—@Muw eclation N.:Q. 0m H~H® mverse Om ﬁwnm *~ action ecrwﬂww expresses
£ .S AuQﬂﬂu m

is AXhyp- log-

the reduced
: val :
bolic logarithm MM—.M% m.mo? billet, — diminishing i
by the nominal pa HM inverse, — and BEM .wsm it by the hyper-
period, divided b yment made to the st plying the remaind .
And the sum of %rnrm superfluous mm ockholders in msw. m<¢~. fluous 188
. sue i : |
government. + these two amounts smm _Mm ﬁw% RELEE v%,m%% f corrected SO as to be nothing when
= 2 # : || [ 7 3
nr M e € gain of the ” WM\\MM\ _The pushels mm.:&a from the mnoowroaﬁm during b
s common t rithms ma = / ; . :
M_Mr”y of a wnmmw_omw.mww EE:E%E%\:MVMMO_% EM MnoE the logarithms i will be gtz ©OF Mwnm\a\“ " of which the fluent; no:,mnem@ as before, 18
el M:M%MMW.@E# and M@Mﬂmﬁmﬂﬁmﬁ&ﬁmam:% mmmww%%mw ~Hrm EWMH ‘ gA n _+.w A+t s % gt As g4 4
. €1 i inator ; RN e logari ¢ _{ A= »hyp: .\\\\\.“ﬁ,:numm;m oi\\\\\u\‘
nator is the m«mmmwwwm& %m additive m:mowmqaoosm_wmﬁbm he Qmm%“.nrgm . gt A 5 y .uw 0g A is €q As T
tion inverted ; as wo_.:. su.;vm. inverse of a Wq%mﬁn, when the mmsmbn.m \ . Al st p! q b | \ Axst N\ xnd st
+ Where the ohidhl Mmm hane N NSRBI i i the frac. Wi Em.l\w\\v or to Ax= Y \A yplog—4 ST 4
ount of tl ourths. >
of value of the billets, if o e he taxes rises with the reducti equal to \mwmn 5&5@?@ by \m.\w.u or to the inverse of the e~
the taxes wh m e number en : ction 3 ; A+ oo
g : & i 1 d ~jation. If z2=b
. n the depreciation begins .umh% m.mm. in discharging duced <wrwm c».. each billets multiplied by the epreciation 1
; will b s will =23 and the frst fluent wil =4 % wwqmmwwwu and the 5¢€°
m e the number 3’ ; > ;
, cond fluent A% uo».m@mfﬁ.
S




On the nstrumeny

L.mtwmcmmnm Gt of N\.&m\S@%ﬁ
es 4

G:.OEEmntOmm ms n@ Qum mOA\”::nc«x Om. Qu ..N::.
If suchy £ vaﬁm% U:Q.E vm:ﬁ SUppos mm 8Overnmen¢ o

a i urpor Se¢

nr:mQ. Was made 5 ~M§m~~uﬂ~ ted to wmtammmzmz Daltered, Other

I1SSues w, (s} en o 68T 0] -

a4 tes would cause pp; der jn liey of OIns insteg of

Preciation v, coins tq g ﬁrm:f the corn,
Progress ¢

d be pp Isappe :
Produceg m%mwuomm‘ m.om: “realation,
as the : Y or

ansfor, “
?.o&:o:mm No: of Coing was
0 effect jp m:m:%o%mv 5
m<m5-.:%. 7
: 1t.

ation of ao:
decent CoIns.  Fop ip s putti :
| all decen People ¢, Or if it coy) g a stiomy,
8 t people the voss.wﬂ: mmm:. - conld make iy ~.S®
Oym.:.:mb

&

. thee g e : s lege s and whyy would },

but a Partia] peg

oratj
of the account, ration, and p, i

‘
| Possible But there e great gajne
1 do it a¢ N.MWMVMNm 8overnmen; MM Mu:wmarsm. .w.mn er%%m the balance
1 expense €stroy the g s—for jt ;
: : €Preciatio, bl
g

. It m
:Bnmzoau of nrw.v\ do 1t at the i

| quences, And
m \nd for t); ¢ r
| omm.ow laying b his enq it is o and oyg, by the in-
fixed jn nom T, txee, gl Y Decessary ¢ Conse-
nal amoyp;. uﬂ% !Mposts 4q q&w\\. © change the |
C g 7

]

1824, On the Instrument of Exchange. 193
plus revenue, it would be a most profitable speculation to employ
it regularly and constantly in buying up the superfluous paper.
And universally, if a government ean procure the nominal value
of the taxes to be raised from time to time while superfluous
issues are being carried on, and to remain stationary when they
are reduced —as the valve of a pump allows a passage in
one direction, and prevents it in the other, — both the issuing
of superfluous paper and the withdrawing will be profitable
operations. But if instead of the nominal amount of the taxes
remaining undiminished for an unlimited period, a surrender
can only be deferred for as long as is necessary to pay the ex-
penses of the process, the government will make a clear gain
of all the credit of the proceeding, and most probably make a
farther gain by the unobserved increase of the substantial value
of the taxes which are left.

If billets of the nature described were issued by individuals,
they ¢ould cause no depreciation as long as either commodities
or coins could be obtained for them on demand. But if the
government should allow its own paper, which was itself not
recoverable upon demand, to be legal tender in payment of
the notes of private bankers, then the existence of depreciation
would have no effect in causing the notes of private bankers to
be returned. For there is nothing to be gained by demanding
one kind of paper in exchange for the other. It may be thought
that some inducement would arise out of the increase of value
which would be produced by diminishing the quantity of paper
in circulation. But the way to determine the effect is to see what
an individual would gain. In 1810, for example, when there
are asserted to have been fifty-six millions of paper in circulation
in Great Britain, the holder of five pounds of the paper of a
private banker, on the supposition that by returning it he in-

creased the value of the paper in circulation by the whole five
pounds, would gain something less than the two-thousandth
part of a farthing. #And the holder of two hundred and forty
pounds,h by carrying it back might make a gain of very near a
farthing sterling. That is, he might enjoy the prospect, that
in his purchases with the two hundred and forty pounds, he
would receive the value of a farthing more, in consequence of
the change of money prices. Little seems to be required to
prove, that such temptations never caused a single note to be

returned. The author of the second pamphlet however has

adopted a different conclusion® ; in which he appears to follow

the author of the Essay on the Principle of Population.f

P. 37. + B.8. Ch.5. |
(o]
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the substantial value
d fifty-one thousand

1824.

further have gained from the stockkolders
of thirty-seven millions two hundred an
five hundred and fifty pounds, eleven shillings and twopence.”™

Which makes the whole gain of the mo<9.:5ma forty millions
| dred and three

seven hundred and ninety-six thousand two hun
10le loss of the

pounds, eight shillings and a penny; and the wt
¢ is taken by the private bankers, forty-

public, including wha
five millions eight hundred and eighty-two thousand and nine
pounds, seven shillings and eight-pence. And all these are
substantial millions, clear of depreciation; but if their value is
reclkoned in the degenerate millions of 1814, the numbers must
be increased by one third.  The four millions in specie have
been treated as if they were non-existent 3 for it is evident that
The moment one of these coins

they were not in circulation.
appeared in public, it must have been hunted down for the
melting-pot or exp herefore that escaped must

ortation. 'Thoset

have lain hid. o
"The advocates of the paper system, when pressed on the sub-
ject of the depreciation, say that it proceeded from a rise in the
-alue of gold. But if it had proceeded from this cause, it would
have been the interest of the government tO make the value of
paper keep pace with that of gold by diminishing the quan-
tity, for the sake of the increased value which would .Um given
in’ perpetuity 0 the taxes through the simple contrivance of
ominal amount. And the same will apply to the

fixing them in N .
ition of a diminution in the sum demanded for circulation,

Suppos
whether proceeding from a diminution of the wealth and business
lled ¢ economizing

of the community; OF from what has been ¢a
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the circulating medium.
It might be interesting to inquire into the causes of the good
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of defence. They

coffers of the g

posing that the bankers had strong means of :

must evidently have been of all men the best informed on the
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millions, as they have since rung of the omnipotence of credit
and the blessings of an extended circulation; and a tribune
would have been erected in every country town, which no statutes
could have silenced. It is difficult to say the bankers were to
blame, in taking what it was so necessary to offer them. At the
same time it is consolatory to see, that forty millions could not
be taken by the ministers, without allowing some other persons
to take five millions more. A despotic government would clearly
htve taken all. The fact therefore affords a measure of the
distance from despotism, and of the difficulty of taking money
from the public.

An inference from the above theory is, that a public paper not
payable upon demand may be maintained at a given standard, by
mcreasing or diminishing the quantity in circulation according to
the market price of gold. - If the government should never create
new paper, but upon proof produced before the popular branch of
the legislature that a ncte would purchase a certain prescribed or
standard quantity of gold and something more,—and if the cre-
ation was limited to what would reduce the quantity purchasable to
the standard quantity,—it would be impossible for depreciation to
arise; unless the demand for the instrument of exchange should
ever become retrograde. And in this case, the withdrawing of
a quantity of paper would remedy the evil.* The expense
of doing this would be no more than would take place if the
paper was payable upon demand. But there would be this ad-
vantage, that a necessity for refunding could not be brought on
by alarm, but only by a real diminution in the demand for the
instrument of exchange. At the same time a nation which
should have the process of substituting paper to begin, would
do well to keep the value in sight. Hence if such a nation had
a debt,—and there appears to be little use in considering the
case of a nation which has none,— it could apparently do no-
thing better with what was brought into the hands of the govern-
ment by the substitution of paper for gold, than apply it in aid
of a sinking fund. For the whole would then be employed with
the same advantage to the public as other sums which are levied
from them with the same specific purpose ; and any paper which

* If the standard or proper price of gold is to the variation of
price as G to g, the proportion of the existing cd:.nmso% which must
be added or withdrawn to bring the price of gold to the standard

price will be anww the negative sign being used when the price of

gold is too low or paper is to be added, and the positive.in the con-
trary case.
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it might ever become desirable to absorb, could be procured
without waste by returning into the market a portion of the stock
of the fund. And this is not the old mistake of making a trea-
sure of a redeemed debt. For the debt has received an express
diminution, with the included purpose of giving back a part n
case of urgency. A diminution of ten pounds, even with the
possibility of being obliged to give up one, is ac all events a
diminution of nine. And there is also the chance, that the sur-
render will not be required at all. — The standard price of gold
must be fixed a little above the metallic price or that which is
expressed by the number of coins into which a given quantity of
gold is wrought. And at the same time, the private _Vm:_ﬂow..m
must be obliged to pay in coins; and when the government is
applied to for coins, it must mm.= them at such a rate as 5:. pay
the cost and just profit of coining. ﬁw:ro:n these precautions,
there will be nothing to prevent the private bankers from driving
in the paper of the government, and causing as much de-
preciation as they please. One of them cannot Ec.ow outrun \.&5
other; but there will be nothing to hinder &mﬁ from m”: going
on together till they reach any assignable point. And in parti-
cular, the confining either a private or public bank to discounting
bills at dates however short, will be no limitation. For it amounts
to a permission to issue in perpetuity as much paper as men can be
persuaded to borrow, under the formality of from time to time re-
newing the contract. — Subjection to the proposed standard would
attach the value of the currency permanently to that of gold. And
to demand a standard abstractedly free from variation, 1s like
seeking for better bread than is made of wheat. Gold is by gene-
ral consent the best standard for the use wanted. But if it is
required to compare the value of gold at distant periods, corn,
taken on the average of a sifficient number of years to obviate
the diversities of seasons, affords an almost vmi.m.on measure,
through the interference of the principle of population.

And here it becomes a question, how much of the instrument
of exchange a nation is bound to allow the private bankers to
occupy. A people by their own act or that of their government,
can make 2 substantial saving of forty or fifty millions sterling,
through the process of issuing & paper currency not vm%wm&m
upon demand, under a proper check upon the issue. 'That they
have the power of doing this, arises from the fact of their being
a nation, and is totally distinct from the principle on which an
individual can circulate notes under a promise to pay-. Itis a
pure perquisite of nationality, which nothing else can mqw_:.:owcw
possess. A portion of risk too attends the gain; and this als

the public takes. If ever there was a process by which the pub-
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lic has an exclusive right to profit, it is this. There is nothing
in it like commerce or exchange; it is a simple exercise of in-
ternal economy on a national scale, like that by which an indi-
vidual replaces his silver vessels with glass. In the midst of this
stands up an order of men, and represents that it will be con-
venient to them to take twenty or thirty millions of the public
profit, and that they have a right to do it because they will be
at the expense of issuing the paper. Which is precisely as if they
should enter the house of an individual, and insist on carrying off
his silver drinking-vesselo on the ground that they would leave
glass ones in their room. It would be of no use to try to per-
suade him that it was their trade, or that they were benevolent
dealersavho established agencies in every town and village out
of apprehension that any man should be in want of vessels. And
it would be equally useless for them to assure him, that the glass
was just as good for the purpose of drinking. He would admit
it; but he would aver that he, and not they, had a right to the
difference. If they proceeded to positive attempts, ‘he would
proceed to lock up his plate. 'Which they would probably pro-
nounce to be iniquitous, and contrary to the right which all men
had to be on an equal footing in" his plate closet. Upon which
he would double his lock. ~Men are hawks when they view their
interests singly, and beetles when they are to lose in crowds.
There is no reason why a single pound of the public any more
than of the private saving, should be carried off by any but the
owners ; — though it seems to be considered, like Park’s caravan
by the Africans, as a ¢ dummulafong or thing to be eaten’ by
any that can lay hands on it. A government may not always be
the most exact representative of the public; but it must alwitys
be some representative. For it must be a very bottomless pit,
if the public is not something richer for what it saves, and poorer
for what it gives away.

But perbaps there is not much danger that any government,
évmz the necessity for conciliation was removed, mro:mum do other-
wise than take all. The stewards of the public are often sus-
@moﬁmmﬂ of allowing the general wealth to drain out; but, without
peculiar reasons, they can never find it economical to make it
over to whole orders of men in the gross. There must be some
merit, beyond the mere willingness to take it and be thankful ;
— the most expansive administration will be more select in its
attachments. Where the contrary took place, it was to secure
the .Swm:m of a greater sum, and by no means for the simple
services of the private bankers, though doubtless they were mrﬁw s
helpful. But in the absence of such a reason, a waw:Emwn

seems as likely to allow the public forests to be scrambled for by
.
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the landholders, as to permit what it might take for itself to be
taken by the bankers.

Since the issuing of superfluous paper is likely to be carried
to a greater extent than that of coins, there may be consequences
which it would have been useless to notice under the head of
coins, though they might have been traced there if it had been
preferred.  One of these is, the multiplication of bankruptcies.
If the increase in the nominal prices was mistaken by the manu-
facturers and traders for an increase in the demand, they would
endeavour to increase their rate of manufacturing and trading ;
and as there could in the end be no real demand for a greater
quantity of goods than before, this increase of production would
be checked by the expulsion of those traders who were least
able to bear up against disappointment. The rate of profits in
every branch would be reduced to the lowest at which men with
average advantages and good conduct could maintain themselves
in the degree of comfort which custom had made necessary for
their station,— those of extraordinary abilities and good fortune
would accumulate wealth, — and the weakest and least advantage-
ously circumstanced, among whom might be expected to be
found those who had to pay for borrowing or long credits, would
be driven out of business by bankruptcy, or avoid it by a volun-
tary retreat. Hence what are rightly termed ¢ failures in busi-
ness,’ including the rare cases in which bankruptcy is avoided by
retreat, appear to be the natural check to the indefinite multi-
plication of traders, as the consequences of diminished food are
the check to the Eiamzmmmos of the inferior classes of labourers.
Under ordinary circumstances, the process of expulsion goes on
without exciting much attention ; but under the operation of a
stimulating cause like the fallacious semblance of an increase in
the demand, the evacuation might assume a tremendous appear-
ance, and exhibit itself in the shape of incalculable misery to
innocent and hopeful individuals. ~And if this is a natural pro-
cess, which from the inevitable operation of men’s eagerness to
better their condition must be always taking place with the
weakest, it forms a striking reason for the moderation with which
modern nations have agreed to treat the unfortunate in trade. —
As long as the superfluous issues were persisted in, the fallacious
appearance of an increase in the demand would be prolonged ;
but it would not accumulate, though its effects would. If the
advances of the depreciation were uniform, it would be a utliform
constant force. For it depends, not on the absolute magnitnde
of the depreciation, but on the rate at which it is increasing.

And while the force existed, its effects might be looked for n

« a progressive elongation of the List of Bankrupts, in proportion.
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as by the action of the cause more and more individuals were
drawn into the vortex and cast out.

The solitary case in which an increased quantity of commo-
dities might be finally called into existence in consequence of the
multiplication of superfluous paper, would be if the substantial
wages of labour did not keep pace with the progress of the de-
preciation. For there would be a continual struggle on the
part of the masters to prevent the nominal rate of wages from
rising; and in most countries the laws give an unjust mwgzﬁmmm
to the masters. And if the workmen did not succeed in raisine
the nominal rate of wages so as to keep pace with the am?.momal
ation, —and it is almost certain that they would not succeed, —
one portiom of the substantial recompense of which they évﬁ.w
thus defrauded would be employed in exciting them to an in-
crease of production, and the remainder would pay the profits
of the masters on the additional commodities produced. The
portion applied in the first of these ways would be so adjusted,
that the remainder should be sufficient to pay the profits. And
this adjustment would be effected by the same means by which
the adjustment of the supply is enforced in other circumstances.
If the profit left was too great, the rate of manufacturing would
be increased ; and the contrary. But itis evident that all that
was gained in this manner, would be extracted from the nerves
and muscles of the labouring classes, by the double process of
increasing their labour and diminishing their reward. . And this
could cause no increase of the aggregate wealth ; for all that was
given to one would be taken from another. Yet in the eyes of
the masters it might appear to be a material improvement; and
they would probably not fail to celebrate the advantages of an
augmented circulation, the extension of manufactures and com-
merce, and particularly the increased employment given to the
poor.

It will be urged in denial of the injury sustained by the la~
bouring classes, that taxes cannot be levied on the wages of
labour.  Which is true, as it proves that there is no use in a
government’s attempting to levy taxes upon wages; but is
not correct if extended to prove, that nothing can be taken from
the poor. 'The recompense of labour will find its level as water
does, — that is, as fast as it is able. But the Nile may always
have been two miles higher at its source than at its mouth, and
all manner of difference may have been made by it to travellers
upon the stream. There is a wide difference between an effect
that has taken place, and an effect that is endeavouring to take
place; and between the effort being in a man’s favour or against
him. And when the labouring classes have been o:%méa:ﬂm:m
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to overtake their wages for twenty years together, they may well
be supposed to be behind. The strength of the argument
against them is, that if any thing is taken from them their num-
bers cannot be kept up; and consequently, if their numbers are
kept up, there can have been nothing taken from them. But
happily for the poor this assumption is as yet incorrect. Itis
quite evident that the very poorest classes have still something
that they might lose. All minor moralists and dispensers of
admonitory pamphlets are full of demonstrations of it. The
promoters of saving-banks are so many evidences to the belief,
that the poor might possibly save; and if they can save, they
have something that they might go without. It is undoubted
that to the present hour, some of them consume their superfluous
wealth in tobacco, and others waste it in spirits; and it is im-
possible to say that if this was transferred to the master, ither
their own health or that of their posterity would suffer. It is
difficult to prove that white bread has any inherent advantage in
increasing population, over brown ; and ithas at all events been
demonstrated that nothing can upon this ground be reasonably
objected to potatoes. It is not yet in any part of Great Britain
a moot point, whether the hog lives in the house or the labourer
in the pig-stye ; the labourers of Great Britain have therefore all
this that they may come to. And even the Irish labourer may
find a lower point in the West, as long as a _hog is better com-
pany than a slave-driver. Whenever it is thought desirable to
answer the complaints of the poor by logic, they are reminded
that in comparison with the poor in other countries they live
like gentlemen ; which is an avowal that they might possibly live
worse. In short there is a cloud of witnesses, that, in Great
Britain at least, the poor have still something that might be taken
from them. They cannot keep up their numbers and live as
they used to do; but they may live worse. There are strange
depths in ill living ; and the rich are almost sure to be mistaken,
when they undertake to think the poor past the possibility of
being hurt. The most substantial friend the poorer classes ever
had, — though some of their sincere well-wishers persist in not
finding it out,—has declared that he ¢ really cannot conceive’
¢ any thing much more detestable than the idea of knowingly con-’
¢ demning the labourers of Great Britain to the rags and wretched’
¢ cabins of Ireland, for the purpose of selling a few more broad’
¢ cloths and calicoes.”* - The first step towards preventing this
detestable consummation appears to be the removal of the idea
that the poor cannot be deprived of what they have. They can-

* Essay on the Principle of Populatien, b. 4. ch.10.
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not be deprived of it all ; they cannot be deprived all at once.
But their habits may be gradually deteriorated by the pressure
of a constant force. They may learn to do without one frag-
ment of comfort to-day and a second to-morrow. One decency
of life after another may be dropped into the gulph, till they
approach within any assignable quantity to the beasts that perish.
When there is a given standard for honest poverty, those who
are below it will not multiply, or will multiply less. But it is
evident that the obstacle is in the mind and not in the physical
impossibility, and that if the mental standard is depressed, popu-
lation may go on. If any thing can effect such a depression,
the double screw, of a depreciation appears competent to do it.
One of the worst properties of this depression of the reward
of labour would be, that it would accumulate, and the interests
engaged in support of it would accumulate with it. And if the
system was carried to any great extent, it might form one of the
most intolerable engines of oppression on the labouring classes
which it is possible to conceive. Its operation would be silent,
gradual, irresistible. It would give no warning, there would be
no jerk, no exertion, nor any thing which could be fixed on to
concentrate resistance into a particular period: The bewildering
misery of an animal in the receiver of an itinerant philosopher,
would be a faint image of the situation of an uninformed mecha-
nic, — dying because working would not support existence as it
used to do, —knowing neither the source of his evils nor the "
remedy, — cajoled, threatened, tormented, pitied, — in sight of
the comforts of his neighbours, yet running against a wall harder
than brass if he attempted to help himself, — disgusting to the
refined by the uncouthness of his distortions, and suspiciously
eyed by the timid as one who would bite if he could. The very
workers of the machine might be employed in condoling with
the sufferer, and perhaps scarcely themselves know the nature of
the process.  And a hundredth part of the gains thus squeezed
from the classes who are already weakest, would suffice to keep
up no mean apparatus of splendid charity. It will be asked if
it would be better that the charity should be omitted. It is like
an inquisitor’s giving cordials to his patient; —it would be
better to give ne occasion for the kindness.
But there have not been wanting those who have thought that
a superfluous issue of paper, with the consent of all parties con-
cerned, was an excellent mode of taxation. It is a tax on the
users of the instrument of exchange, levied in exact proportion
to what they employ; so that it may be considered as the beax
idéal of a uniform tax upon expenditure. And it has one sin-
gular advantage ; — that it costs nothing to collect. But the
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will be able substantially to pay or to expend. The argument
appears to be, that when men have an increased quantity of the
instrument of exchange, they must necessarily be anxious to
employ it. ¢ Put money into people’s pockets, and they will
consume.” _And a stimulus to production is concluded to be
the consequence of the continual necessity of finding employment
for the instrument : — without adverting to the possibility that
the project may evaporate, as so many other projects for a per-
petual motion have done, through some simple principle which
1s overlooked. Let it but happen that there is depreciation, and
the whole expectation vanishes. The mistake is in assuming
that because a certain increase in the improved instrument of
circulation, or every increase up to a certain point, promotes
production, an increase beyond that point will do the same.
An insufficient supply of coins or paper which should necessi-
tate the employment of commodities, may be compared to a bad
and insufficient highway. The wares which are circulated by
means of it, will be conveyed with a degree of difficulty and
delay which is a hindrance to production ; and every improve-
ment in it will have a contrary effect. But when the road has
been brought to the best condition which the materials will
admit, and has been made wide enough to convey all that is to
be carried upon it without confusion or delay, it would be un-
reasonable to expect that, by making two or three parallel roads
of the same kind, production should be any further increased.
The same produce which might have been conveniently carried
upon one road, would only be carried on two or onthree. And
if any man was led into increasing his business or expenditure
by confounding such an increase in the means of conveyance
with an increase of the wealth to be conveyed, it is evident that
he would be corrected by disappointment.




