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PAR. T II 

MERCANTILISM AS A SYSTEM OF POWER 



t 

THE ESSENCE OF 'THE, SYSTEM 'OF POwtR 

s,." """'" " . 
It iJ natural to consider mercantiliam u the economic system of 

nationaliam. ThiJ conception it also e1abora~ by Ed~ Furniss 
in 1M Positioll qf "" lAJ_ ill • SJSI#m if NalioMlwiTr"9IlO). 
one of the mOlt cloady reuoned expositi'o~ of the subject. ADd 
to the extent that mCl'QUltiliam 1Ihowe4 iDdilference towards 
anything unrelated to ill o~coUJ\ll1i. the View. it substantiated. 
In principle and iit' practi!=o' it' deniod' ".u . thl!!'e univenalist 
facton luch .. the charctr UJCl th. elbpire Whi~ had f8§hioned 
medieval lociety. If the inertanti1!at concentrated pnollbeoaraging 
the Iale and cODlumption abroad 01' native pnxluclI, he '6'lII not 
thinking of the well-being of foreign conaumen but, strange 'u 
it may. appear to the dispassionate observer, he laW io it an 
advantage for hit o,.n...Qluotry. To this extent one iJ perfectly 
justified in conaideting mtrc~ti1iam u a nationalist system. 

It must, howcftr, be pointed out that this approach doea Dot 
lead to any Ibndamental explanation of the essence of mer
cantiliJm. III pec:uliaritit!ll are revealed when compand with the 
doctrinea of fm! trade ai lint enunciated by Hume and later 
elaborated theoretically by Ricardo. From certain poinll of view, 
free trade providea the Itricteat contrail with mercantiliam. But 
paradoxical u it may 1CCIIl, fm! trade on ill lint premises ~, 
likewiae entirely preocc:upied with the mteresll of the e&t1ve 
country. Only in ill conaequencea wu it coamopolitan. • 

Free-trade theoriall lIe1ieved that conaideration foal,.:. the 
iDteresll of their 0_ country demanded free ~'with 
other counU'iCl. In the CODStnlCtion giYCD to it, by llicardo, the 
theory of ~ tra"~ _ 1wcd on the pn:supposition that the 
tacton of prqd~t\on in- a Country were ea~ II:IICIYID to ~t. 
It wu thus poetulatC({ that theae-.ot billy tbe natural1'elOlll'CCl 
includina land. bat alao labour and capital-would not ~~ Ihe 
country. The theory of foRip trade; with free trade .. ill prK
tical result, wu thll1 built up on the principle that the (¥ton of 
production were mobile only within the iDciivitluU countriea 
bat not O"fCl' their boundaric:s. From the tIm1re6caI po!nt of 
view this is the most sipific.ant basis of rre..t:qde. tbebry. 'From 
the point of view of economic: policy, the !DOlt impol'lallt thiDc. ' 
bowever, ia that free trade wu based on the cemiderpl wdl-
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being of ~ne's native land. Otherwise it would not have had, 
much prospect of success in any country, and certainly not in 
England. This outlook was expressed in Hume's essay on Jealousy 
oj Tratk (1752), which contains his definitive judgment on 
mercantilist commercial policy •. The conclusion to the essay runs 
as follows: "I shall therefore venture to acknowledge, that not 
on!7 I/.S a man, but as a British subject, I pray for the flourishing com
merce 6f Germany, Spain, Italy, and even France itself. I am at 
least certain, that Great Britain, and all those nations, would 
flourish more, did their sovereigns and ministers adopt such 
enlarged and benevolent sentiments towards each other."l 

The interests of the native country were the deciding factor in 
determining pQ!icy both under free trade and under mercantilism. 
The differences between ilie two lay in another direction. 

It is only when we come to the question of what constitutes 
the national interest that we arrive at something concrete. Most 
discussions on nationalism a,nd national problems are obscured 
through the lack of theoretical clarity on this point. 

In attempting an analysis' of mercantilism on these lines, it 
must be admitted at the outset that the eminence of their respec
tive countries was emphasized by both English and French 
writers, often in the most exaggerated and grandiloquent manner. 
Nevertheless it appears to me that the expressions "nationalism" 
and "national considerations" are inaptly foisted on mercantilism. 
There is something in the expression "nationalism" which, in 
my opinion, is later than mercantilism. Nationalism is a child of 
·18th and 19i1i-century romanticists, an outcome of the belief in 
the predetermined natural peculiarities and individual destiny 
of nations. Such ideas were almost entirely alien to peoples of 
the 16th and 17th centuries. The collective entity to them was 
not a nation unified by common race, speech, and customs: the 
only decisive factor for iliem was tke state. In most cases the state 
concerned included many varied nai;ional. elements, and it was 
considered possible to deal tolerantly with tjlese national and 
linguistic dissimilarities so long as they did not con1Iict wiili the 
interests of'the state. Extremely typical of this are the Swedish 
parliamentary 17th-century records of the deliberations of the 
House of Nobles, the first of the four Estates constituting the 
Swedish Parliament until 1866. It follows from these records that 
speeches ~ere made in. Parliament both in German and Dutch; 

1 Hume. Essigs Mural, Politieol and LiUrtITY. Part 2, No.6: Of the Jealowy 
of Trade (ed. T. H. Green and T. H. Grose, Lond., .8g8, I WI). The italics 
are mine. 
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anli the lecretarics of the Houte of Noblcs Ihowed no hesitation 
In reproducing them in the language in which they wera made. 
To bring out the contrut, we" may imagine how a modern 
reprcsentative a.uembly would react if a member uaed any oeMI' 
but the native tongue and if luch speechea were recorded in the 
mlnutcs. Mercantilitm wu the exponent of the prevailing con
ception of the re1ationthip between the atate and nation in. the 
period before the advent ofromanticiml. It was the ltate and noll 
the nation which abaorbed ita attention.' I 

To put the cue in thit manner at once throws more light on 
the attitude lIf.mercantilitm to organized aociety. The atate must 
have .,., outstanding interett, an interett which it the basit for 
all Its other activitiea. What diatinguiahea the state from all 
other lOCiai inttitutiona it the fact that, by its very nature, it it 
acompu1aorycorporation or, at least in the last instance, has the 
fina1 word on the exercise of force in lOCiety i it has the "authority 
of authoritics" (E"~"_,,"r~). to borrow the terminology 
of that eminent German constitutional jurist, JeI.Iinek. PorMr 
must therefore be the fint interett or the ltate, which it cannot 
resign without denying its own existence. La ...u.. i'lW-the 
hittory or which linea Machiavelli, its modern ltarting-point, 
haa recently been described by Friedrich Meinecke in hit well
known book DilI_ • S~ ia • _ GudtidtIiI (1924) 
-it limply the claim or the state that regard for its poweS' must 
precede all other consideratiOlll. " 

Mercantilitm would limilarly have had all economic activity 
IUbaervient to the stale's intereat in poweS'. Here we have a parallel 
to the ideas put IOrwud in the lint part: mercantilitt dI"or1I 
at unification endeavour to lecure the atate" poweS' WrntaIl.1 
apinst particularitt inatitutioaa, and the queation here iI the 
WmtItl po_ or the state in re1atioa to other states. 

Keeping in mind that the state C&IIDOt dispenIe with its aterna1 
po_. especially_.if there it _ guaraJlteed IUpeNtate juridical 
system. we lee that it iI ealJ MlUJ&l that a1110Cial fom:s abould 
have to consider the interests or POweS'. That -_ CICOIIOIDiI: 
activity should be made IUblcrviea& to it iI therefOre .ot pecu1iu 
to that period.. Consequently we have DOt yet peaetrated to the 
root or the problem. to the actIIa1 pccWiaritiea of_tilism.. 

It ia true that KvenIl merantilists CODSidc:red it aD adusiw 
ftAture of their times that intereat iA power IfMluld be appIicd 
to the ecooomic Iphere. Cwmingbam _ th.. able to IiDd 
IUpport in COIltemponJy .-temeIlts wbea he reprelCDted __ 
cantilisna. as aD 0C0D0IDic ayateIIl of power ,. I'tfo-- Bacoa, 
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in his histop' of Henry VII, has a very characteristic passage, 
on this point (1621/22): "The King also, having care to make his' 
realm potent, as well by sea as by land, for the better main- . 
tenance of the navy, ordained, 'That wines and woads from the 
parts of Gascoign and Languedoc, should not be brought but in 
English bottoms,' bowing the ancient policy of this estate, from 
consideration of plenty to consideration of power." . 

But still it may be asserted that, on this point, mercantilism 
was not fundamentally different from the policy which was later 

I to supersede it. This is particularly clear in the remarks of Adam 
Smith. He showed himself in profound agreement,with measures 
precisely in the sphere of the policy of power, which, in view of 
his general attitude, would not on other grounds have met with 
his approval. Best known is his judgment on the Navigation 
Acts. He not only gave these laws his explicit approqation, but 
even called them "perhaps the wisest of all the commercial 
regulations of England", indeed, giving as a reason his clear 
opinion that "defence is of much more importance than opulence". 
In spite of the fact that many clauses in the Acts were actuated 
by purely national feelings, they appeared to him to be "as wise 
as if they hag been diatated by the profoundest wisdom". Nor did 
Adam Smith confine hiIDSelf to this, which he considered the 
most important instance. 'In another connection he writes: "If 
any particular manufacture was necessary, indeed, for the defence 
of the society, it might not always be prudent to· depend upon 
our neighbours for the supply; and if such manufacture could 
not otherwise be supported at home, it might not be unreasonable 
that all the other branches of industry should be taxed in order 
to support it." No one could have made it clearer that economic 
activity ought to be subordinated to the state's striving for 
external power. 1 0 .. 0 • 

The analysis must therefore be carried a stage further if we 
are to arrive at any understaniling of the features peculiar to 
mercantilism in its attitude towards the state's striving for power. 
The most vital aspect of the problelp is whether power is con
ceived as an end in itself, or only as a ~eans for gaining something 
else, such as the well-being of the nation in this world or its 
everlasting salvation in the next. 

I Bacon, The Hislmy 'If /he Rrign 'If King Henry /he SevmJk (W.,..b, Lond. 
0'803, V 63}.-Adam Smith, Wealth 'If Pillions, Book 4, chap". 3 & 5 (ed. 
Cannan, I 427 If., II 23) ; similarly his attitud~ to bounties on fisheries, which 
had hi. qualified approval on principle, although he did not like the manner 
in which they were applied in practice. 
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Even though there iJ not always a clear line or deIVarcation 

between these two conce15tioN, there can be no doubt that an 
~ential dotinction iJ diJcerniple here, a distinction which had 
ill reactioN on all upettl of the problem. Adam Smith'! argu
ment wu undoubtedly that the endeavoun towarda opulence 
must make luch lacrifices U lecurity demanded. For him, power 
wu certainly only a mcaDJ to the end. u can be leen clearly 
enough from the title of hiI book, and from the rare and a1mOl 
Insignificant exCeptioN to the general rule which he pcrmi 
for the lake of defence. Mercantilists usually believed the , 
and mercantilism u • Iystem of power wu thui primarily al 
Iystem for forcing economic poli,y into the service of power 
an end in itsc1f. To lOme extent mcaDJ'and end. changed places. 
• With that epigrammatic touch of which he wu 10 fond, 

Colbert expl'CSled the principles of hiI policy in a letter to hiI 
cOUlin, the Intendant at the naval hue of Rochefo~ (1666).\ 
"Trade," he wrote, "iI the IOUfCe of (public 1 finance and (public] 
finance 0 the vital nerve ofwar."ln thO passing remark, Colbert 
indicates clearly the relationship between meaDk and end.. 
The end wu war, and _tial to itspurpoae wu a healthy 
atate of finance, which ill tum presupposed an active and vital 
economic IYStcm. Tho ltatement of. opinion rcally expressed 
Colbert'l fundamental outlook, u may be ICCD in the whole of 
hiI work, .hich wu mOlt emphatically' direcml toJUbjecting 
economic furoes to Louil XlV'I military policy. The well·known 
antagonism between Colbert and Louvoil did not arise on the 
question of whether the development of external po_ should be 
the atate', highest ambition, but on how far the financial nsGUI'CCI 

for developing thie po_ should be frittered away in premature 
mililal'J adventures inatcad or being allowed to mature. Colbert', 
memorandum ~ adYK, to Louil XIV or the year r66t. even 
though not 10 lucid u hiI above observation, is another illusuatioa 
of his attitude. He explained that it __ tia! to the lofty 
ambitiODl which the \ing .... IWnaelf ''to limit all the industrial 
activity of \'our ,ubjccta, .. faru poaible, to JUCh ~ .. 
may be 91' WIC in rurthering these peal alma, that iI to agriculture, 
ta'ade (Ia ~ i.e. trade and manufacture), war at _ and 
on land"..Everything e1seought to diaap~. The UttcnDca UJIOIl 
the In9IIUfCI to be taken in actual cootiDgeDcic::l rcveaI this 
attitude eYen anon: clearly than do the ~ ItatelmDta.. In~ 
these, too, Colbert craDW CODSiderablc inlOrmatioa. 

Colbert _ thoroughly coovinced that the ap1ICII at the 
.Dutch to. fetch poda from the COUDtriea at orisia and "10 1ICqWn: 



.8 MERCANTILISM AS A SYSTEM OF POWER 

the trade of the whole world into their own hands. . . and 
to rob other nations of the same" had 'political motives. On the 
question of whether France should choose England or Holland 
for an ally, Colbert went on to say: "Upon this they base the 
principal doctrine of their government, knowing full well that 
if they but have the mastery of trade, -their powers will con· 
tinually wax on land and sea and will make them so mighty 
that they will be able to set up as arbiters of peace and war in 
Europe and set bounds at their pleasure to the justice and all the 
plans of princes." Two years later Colbert wrote to the French 
ambassador in The Hague: "It is certain that their whole power 
has hitherto consisted in trade; if we could manage their trade, 
they might find it more difficult in the future to carry out their 
preparations for war than they have hitherto done." 

This conception of Dutch progress and its reasons and motives 
was naturally dependent on Colbert's views of France's own 
policy. They are best expressed in a memorandum on the finances 
of the country prepared for the king in 1670. The following 
extract illustrates his view on the relationship between economic 
matters and questions of policy: "It seems as if Your Majesty, 
having taken in hand the administration of your finances, has 
undertaken a monetary war against all European states. Your 
Majesty has already conquered Spain, Italy, Germany, England, 
and several o~er countries, and has forced them into great 
misery and poverty. At their expense Your Majesty has waxed 
rich and so acquired the means of carrying out the many great 
works Your Majesty has undertaken and still daily undertakes. 
There remains only Holland, which still struggles with all its 
great power .... Your Majesty has founded companies which 
attack them (the Dutch) everywhere like armies. The manu· 
factures, the shipping canal betw~n the seas, and so many other 
new establishments which Your-Majesty sets up are so many 
reserve corps which Your Majesty creates from. nothing in order 
that they may fulfil their d~ty in this war." ... This war, which 
must be waged with mightanq main, and in which the most 
powerful republic since the Roman Empire is the price of victory, 
cannot cease so soon, or rather it must engage Your Majesty's 
chief attention during the whole of Your life." Ending the 
memorandum with a budget estimate, Colbert was so obsessed 
with the importance of his commercial creations that he lowered 
the claim for direct military needs by a total of eleven million 
liures, while he increased the amount for trading companies by one 
million-for it was they, in reality, which in Colbert's mind 
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c:orutituted the armies in the mOlt important war. Even after the 
military war with the Netherlanda in 1679, he wrote to one of 
hiJ intendantl that Maneilles wu "a city which must be employed 
in a torutant trading war against all foreign commercial cities". 1 

It may puhapl be thought that all thiI proves very little, in 
10 far u the minilter of finance of the moat ambitious monarch 
of the time limply had to make a virtue of necessity, and that 
hiJ remarb cannot therefore be conlidered a reliable index of 
the prevalent opinion of the age, or indeed of hiJ own perlOw 
opinion. It iJ certainly true that no ltatesman of the time wu 10 

hard presaed to create meana for military and other political 
expenditure u Colbert, and it ia no exaggeration to say that 
the enormous effort which the lituation required of him Ihortened 
hiJ life. But the examples quoted are evidence that hiJ outlook 
wu deep-rooted; and, moreover, it wu Ihared by many othen 
who, unlike him, were not weighed down by a political burden 
of the lame magnitude and could therefore Cltprell their opinioDi 
with greater freedom. A few examples will illustrate the poinL 

Fint it ia dear that IUch tendencies u thOle of Colbert must 
have produced aimilar tendencies in other places _ where 
they had not hitherto exiated. In a memorandum on a com
mission on trade taken &om the papen of Lord Shaftesbury, the 
mOlt highly gifted among eontemporary Englilh .tateamen,.we 
read "that which makes the Consideration of Trade of far greater 
import now than ever ia that the Interelt of Commerce. though 
formerly neglected, ia of late yean Become an Exprea Affair of 
State u well with the FreDch u with the Hollander and Swede. 
And because it ia undentood by latter experience to be more 
Conducing towanb an univenal Monarchy (either for the pining 

. or preventing of it) theD either an Army 01' Territory, though 
never 10 great, or which IIIItaDOeI out or IeYCI'al kiDadoma might 
easil, be Produced, In regard It ia Trade and Commerce alone 
that draweth store or ~th a10ag 'with it and ita Pocmcy at _ 
By ahlpping which ia not ~ tP be bad. .. That ia Colbert', 
own opinioIl expreaed fiom the other side. Significant, too, ia a 
atatement fiom the __ period (1668) of the Duke or York, 
later James n, quoted by Samuel hpys, in wboee praence it 
was made. The dilcuaioa turned OIl Turame'l proepecta, after 
he had turned Catholic, of becomiDc more powerfW than C0&
bert, "the latter to promote trade and the -. which. says the 
Duke or Yorl, ia that that _ have IIlOIt cause lID fear"'. Th .. 
1'urenDe'l military aucc.- __ obviously c:oaaidc:ral _ 

• '-. ~ In: I6J. VI" "'" n 5" vn.,..... 0 ""' ..... 
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important by comparison. A very similar remark is ascribed to 
Napoleon, the most important representative of the economic 
policy of power. He is said to have remarked to Oberkampf, the 
founder of the French cotton industry, during the time of the 
Continental System: "We both are fighting the English, but 
yours is the better war.'" 

There are in addition many other and profounder observations, 
less dictated by the exigencies of political situations. Of out
standing importance is the reason usually given for the interest 
in the rising well-being of the country; for such an interest can, 
in many different ways, go hand in hand with a regard for the 
power and economic strength of the state. In post-mercantilist. 
times, people would have explained the need for a powerful 
state mainly by saying that it provided an indispensable con
dition for the spiritual and material welfare of the nation. Under 
mercantilism the argument was usually the other way about: 
the well-being of the subject had the function of furnishing the 
necessary support for the power of the state. Several observations 
of the middle of the 16th century are typical of this attitude. Sir 
William Forrest, the author of an execrable, but rather typical 
poem entitled Puasaunt Poesye of Prineelie Practise says : 

"That Kynge (bee ;ure) can neauer bee poore; 
wheare as his Commons lyuetbe weltbelye." 

-. 
The Discourse of the Common Weal of this lUalm of England, ascribed 
to John Hales, contains one section entitled "How the King can 
not have treasure when his subjects have none". In precisely 
the same way the French tailor-statesman Barthelemy de 
Laffemas, the commercial adviser of Henry IV, wrote in 1601: 
"A king is never rich when his subjects are poor." 

In the German cameralist literature; this point of view was 
simply overwhelming. Indeed the task of the cameralists .con
sisted in filling the "chamber" of the prince, in other words, 
they were to ensure that the sources of his income did not run 
dry. Even in a comparatively modern representative of this huge 
band, Wilhelm von Schrotter (SchrOder), who was strongly 
influenced by western Europe, this attitude is to be found in 
its pure form. In his work Fiirstliche Scluztz- und Rmt-Cammer (1686) 
he wrote: "Therefore must a prince first procure for his subjects 

• Shaftesbury: Quot. Beer, 1M OU CoJorrial Syslnn 1660-1754 (N.Y. '9") 
I:. '42 f.-Duke of York: Pepys,.Dimy,.o December.668 (ed. H. B. Wheatley, 
Lond. '9'4, VIII .!\4).-NapolcoD: Levasseur, HisIDi" tIa diusts OIIIIriJru " 
d, /'indrulTW III F,_. 1789 d I8?O I (Pam 1903) 421. 
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I good Uvelihood ifhe win take anything from them." The lecond 
wu the reaJOn for the fint. According to Schriltter a special 
council, "highellt and lbaolute" (_,' dsoltdum), should be 
created independent of aU othen to deal with the prince's 
revenUeli. The mUDI of filling the ltate treasury, which wu the 
end, collliJted in the orthodox method of leeking revenue in the 
richell of the subject and I great circulation of money or capital. 
A liter pubUaher of von Schr6tter placed u a motto on the title
page of thll book the picture of a lheep-ahearing, and Idded the 
following vene, which though it hu wrongly been ucribed to 
Schr6tter hilllldf, expl'elSel his point of view by DO me&nl 

Inadequately: 

Uaeth the wile prince thu his Bock, 
Well win they live, and woollhaU he .tock. 
Bullel him .trip ill fi:1l fOrthwith, 
No IUtunI profit doth it give.' 

This drutic outlook-<omparing I nation to I Bock of sheep 
which is shorn for the benefit of the prince-might IPpear 
characteristic of the adviser of I German abaolutist prince; but 
u I mltter of fact it is in complete agreement with that of the 
beat mercantiliall of western Europe, and von Schr6tter had a 
forerunner in Thomu MUD (~I T-.- ~ F-.ip TrUI, 
written about 16118, publiahed 166t). He said: "rer if he [the 
Prince) should _ up more money than is gained by the oveI'

balance of his foreign trade, he ahaU DOt n-. but FIla his 
Subjects, and 10 with their ruin overthrow himIeIf for want of 
future shearing.· .. 

If we keep in mind that power wu considered an end in 
itself, and that economic life wu mobiliaed for political p~ 

• W- __ u.,... ...... Hadal 
Avlcno- F...--....... 
So *- lie nidal rIGdIicII'" 
u ........ R..-WoUe .... 
DDc:h _ ............ FeII.t.idar" 
....... _~PmIiL 

• r-. ........... (_ .. __ ),~ ......... ~c .. ,..., ... 
~ I ( .... s. J. Herftoce, B.dJ ........ Tela Soc... &Ira Sow. XXXII. 
l.-L ,a,a) hozyiw ---Di ~ ... a- w.r (ed. a.-.I) ss.- ..... 
I.affo.u, ,. ~ I'-. a.tI ,... of oir ..... ,.. .. to. • ,..,. 
(hril ,60,) ,,.-{_ ~ ,.,....sar..." Ac<l ...... '". eII.., ' .. c:h. 4 , .. do. ,. ,. ( .. ed. ..... 168&, ......... _-so 
4"-.sof,....~:..-.(_ ........ ---..,-~~: 
It.. ~ CooMidIIr .. Jt"'r . I (I.pL tp) .,I.~..,..... 
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much becomes clear in the mercantilist outlook. Such matters 
have been criticized by representatives of a different sort of 
philosophy, but are quite logical on the part of representatives of 
a policy of power. This applies chiefly to the notion, prevalent 
among later mercantilists, that the goal could be achieved just 
as well, if not better, by weakening the economic power of other ~ 
countries instead of strengthening one's own. If wealth is con- I 

sidered as an aim, this is the height of absurdity, but from the 
point of view of political power it is quite logical. If power means 
increase in the strength ,of one country as against that of others, 
absolute economic progress loses its value. Hume's argument in 
his essay on Jealousy of Trade of 1752 therefore misses the point 
completely, in so far as it purports to be a criticism of an outlook 
motivated by ideas of pure political power. That such an out
look should have appeared to Hume the acme of foolishness is 
quite another matter. To mercantilists it did not appear so. 

Many examples can be given of how mercantilists regarded 
the economic weakening of other countries. In one of his essays, 
Bacon quite logically advised (1625) "that princes do keep due 
sentinel that none of their neighbours do overgrow so, by increase 
of territory, by embracing of trade, by approaches, or the like, 
as they become more able to annoy them than they were". The 
notion that well-being consists of a relationship between the 
condition of different countries has never, to my knowledge, been 
expressed so clearly as by one of the typical later German mer
cantilists or cameralists, P. W. von Hornigk, Becher's brother
in-law, in his book entitled Oesterreich aber alles, Wann IS nur will 
(1684). "Whether a nation," he said, "be to-day mighty and 
rich or not depends not on the abundance or scarcity of its 
powers or riches, but principally on whether its neighbours 
possess more or less than it. For power and riches have become 
a relative matter, dependent on being weaker and poorer than 
others." This observation, stating explicitly that riches do not 
make a country rich, makes Hornigk, it may almost be said, 
the T ertu1lian of mercantilism. 

It is interesting to note how this tr.ain of thought recurs among 
the subtle, theoretical English mercantilists of the end of the 
17th century. For them the stock of money was the important 
point., On: the question of when a nation could rest from its 
perpetual striving after a favourable balance of trade, Sir 
William Petty makes the reply (in Verbum Sapienti, written in 1665 
and published in 1691): "When we have certllinly more Money 
than any of our Neighbour States, (though never so little,) both 
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In Arithmetical and Geometrical proportion, (i.e.) when we 
have more yean proviDon aforehand, and more present effcctl." 
Roger Coke, one of the molt independent of the English mcrcan
tiliatll, Ulea almoat the lame worda (1675): "And therefore if 
our Treuure were more than our Neighbouring Nationa, I did' 
not care whether we had one-fifth part of the Treasure we ~ow 
have." 

The moat characteristic observation, however, originatea with 
the moat famoUi of them all, no ICII a penon than John Locke. 
He diacuaaed (1691) not only the amount of money OipreaOUI 

metal nccCllary for a country, but also how that amount was to 
be created. "Nor Indeed, things rightly considered, do Gold and 
Silver drawn out of the Mine equally Enrich. with what iI got 
by Trade. He that would make the lighter Scale preponderate 
to the opposite, will not 10 soon do it, by adding encrcaae of new 
Weight to the emptier, as if he took out of the heavier what he 
addl to the lighter, for then half 10 much will do it. Richea do 
not consist In having more Gold and Silver, but in having more 
In proportion, than the reat of the World, or than our Neighboun, 
whereby we are enabled to procure to ounelvea a greater Plenty 
of the Conveniences of Life than comea within the reach of 
Neighbouring Kingdoms and Statel, who Iharin,g the Gold and 
Silver of the World in ICII proportion, want the means of Plenty 
and Power, and 10 are Poorer." It might be thought that It 
would have been tempting to an exponent of the quantity theory 
of money, luch as Locke, was to hue hia reaaoning on the con
aideration that the purchaaing power of the prcciouI metala was 
lowered by Increucd production, but DOt if they were Imponed 
only from other countria. TbiI is, hoWCYcr, DOt the cue i through
out he considered the advantage to consist in the relative 
IUperiority over ncighbouriDc COWltria.' 
.sww ........ 

The whole of thia macantilist outlook providea one ~ ro., 
the commercial wan, carried on a1moet without intanlption &omi 
the end of the 17th century ~W1l to 1815- In the last instaDce. 
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the ideas were based on a static conception of economic life: the 
view that there was a fixed quantity of economic resources in the 
world., which could be increased in one country only at the 
expense of another. Any attempt at economic advance by one's 
own efforts in one country must therefore have appeared point
less, unless it consisted in robbing other countries of part of their 
possessions. Scarcely any other element in mercantilist philosophy 
contributed more to the shaping of economic policy, and even of 
foreign policy as a whole. 

It is true that some writers, foremost amongst them Werner 
Sombart,8 have not only failed to realize this, but haveeven 
iegarded mercantilism as dominated by a dynamic view of 
society, by way of contrast with the laissez-faire doctrine, which 
is regarded as static in its outlook. To a large extent, these opposing 
interpretations are due to a confusion between the use of the 
terms static and dynamic, as applied to methods of study on the 
one hand, and to the nature of social life on the other. This 
confusion has led to serious misunderstandings and should there
fore be dispelled. 

In speaking of the static attitude of laissez-faire, what one 
undoubtedly has in mind is the fact that classical economic 
theory is static, in the sense that it deals with the stages 
of economic equilibria, without having discovered the laws of 
transition from one stage to another. In this, moreover, it 
resembles almost all the economic theory that has been elaborated 
to the present day and proved to be tenable. As to its view of 
the factors tending towards economic change, it is also appro
priate to point out that laissez-faire theory had too "little regard 
fur what could be effected by investing, so to speak, capital in 
human beings, that is, by increasing human efficiency in industry, 
through cutting down the hours of labour and improving the 
material and non-material conditions of life. 

But quite irrespective of this, the laissez-faire doctrine was based 
upon a beliefin human progress to an almost exaggerated degree. 
It was consequently dynamic to the core, in the sense that it 
attached the greatest possible importance to the factors working 
for what was considered as economic progress. Adam Smith led 
the way with the third book of his famous work, entitled OJ the 
different Progress of Opulence in different Nations. He there sought to 

• Sombart, D" modmre Kapilolismus, 3rd ed. II (Lpz. 1919) 918.-Like 10 

much else that has been written in German literature on classical theory, thia 
conception originates in List'. very suggeative but abo very perverse cxpooition 
of the "school" in Dal JUJlimItJU $ysltm tIIr PoliJisdIett O~ (1840). 
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elucidate the reuoDl for the obstruction or facilitation of economic 
progreu. In other worda, he aet himJelf a purely dynamic problem. 
Two quotations should illustrate the point: ",., revolution of the 
greatest importance to the public happiness, wu in this manner 
brought about by two different orden of people, who had not the 
leut intention to _ the public. To gratifY the DlOIt childish 
vanity wu the IDle motive of the great proprieton. The mer
chants and artificers, much leas ridiculous, acted merely from a 
view to their own interest. and in punuit of their own pedlar 
principle of turning a penny wherever a penny wu to be got. 
Neither of them had either knowledge or foresight of that great 
revo1ution which the folly of the one, and the industry of the 
other, wu gradually bringing about." "The capital, however, 
that i. acquired to any country by commerce and manufacture, 
II all a very precarious and uncertain poaeaaion, tilllDme part of 
it hu been aecured and realiRd in the cultivation and improve
ment ofits landa."· 

It would, in fact. have been remarkable if the 18th century, . 
with ita unahalr.able belief in the perfectibility of man. had 0ver

looked economic prosreaa; and nothing could be farther from the 
truth. It is precisely this line of thought that wulOllowed by the 
active and influential economiats of the 19th century, and they 
are largely responsible for the naive optimUm with regard to 
prosreaa which hu rightly been considered u typical abo of the 
lut century. This wu in .trictest contralt to a static conccptioa 
of economic life. 

AI to mercantilism, oa the other hand, it ia true to I&Y that 
it wu hardly concerned with economic equilibria, and that it 
wu definitely bent oa diIcoYering the mcthoda of deriving .. 
much profit .. poaible £or the individual tountry. Further it 
II true that this wu a great change from the medieval ideal of 
a suitable luhsistence, which in pnctice presuppoaed no change 
in the __ ial .,., ... of daaa and individual. Wi ... the state, 
mercantilism COIIIeCluently punued thorougbgoiDg dyu.mic euda.. 
But the important thing is that this wu bound up with al 
static coaceptioa of the toUI economic raourccs in the world; 
£or .ru. it wu that created that fundammtal disharmoay which 
auatained the eDdlcsI COIIlIIIercial wan. Both elemcDta ~ 
implied that the poaitioa of • particular tountry could change 
and wu capable of prosreaa, but that this could oaly laappaa 
through acquisitioaa from other tountries. This wu the tracedr 

• ..... SoaidI. ........ " JNIiIa.. ... ,; .................. .., • lie 
....... ia .... t .... c.-I,&gt. ........................... ..... 
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of mercantilism. Both the Middle Ages with their universal static ' 
ideal and laissez-faire with its universal dynamic ideal avoided 
this consequence. Without grasping this it is impossible to under
stand mercantilism either in theory or practice. 

It is easy to find confirmation of this mercantilist conception 
of the static nature of economic life. One of the earliest observa
tions along these lines is to be found in Montaigne's famous 
Essqys (ISBo) which, even then, were widely read: "The profit 
of one man," he said, "is the damage of another .•. no man 
profiteth but by the loss of others." This is then proved by 
showing that owing to changes in supply and demand, the one 
only profits at the expense of the other. It was probably with this 
in mind that Montchretien, the author of the well-known, rather 
than distinguished, Traicte tie l' Oeconomie politiqve, stated a few 
decades later (1615) : "It is said that no one ever loses without 
another gaining. This is true and is borne out in the realm of 
commerce more than anywhere else." And again, ten years later 
Bacon wrote: "It is likewise to be remembered that, forasmuch 
as the increase of any Estate must be upon the Foreigner, (for 
whatsoever is somewhere gotten is somewhere lost), there be 
but three Things which one Nation selleth unto another."lO 

No one has produced so polished an exposition of the static 
conception of econOinic life as Colbert. He, moreover, applied 
the conception in practice in a most ominous manner. His 
observations therefore merit fuller consideration. 

His most important remarks are to be found in a paper of 
1669 in which he discusses the question of the choice of France 
between an English or a Dutch alliance. A quotation from this 
memorandum has already been given above. The argument is 
set out in very logical sequence and the most typical passages 
are the following: "From all our knowledge and after scrupulous 
investigation it may be asserted without doubt that the trade of 
all Europe is carried on in about 20,000 ships of all sizes .•.. It 
is easy to see that this number cannot be increased so long as 
the population in all countries and consumption are always 
equal .... This is the position therefore in which European trade 
has hitherto found itself and still finds itself at present ..•• After 
setting out this information, which is reliable, we must con
centrate on the first fundamental point that by this alliance 
England seeks primarily to increase her trade. Such increase can 

• Montaigoc, Essais Book I, ch. 22 (eel. F. Strowski, Bordeaux '906, I '35).
MontchrCtien, T,lIi&tI til /'O«tJ111JRti6 poIiJ~ (.ot eel. Rouen .6'5, [II] 38).
Bacon, Essf!JIl No. '5, "Of Seditions and Troubles" (eel. Wright, 59). 
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only take place by providing more employment fOl' her subjects" 
lhipl and raiaing their number. This cannot come about exupt 
either through the diaco~ry of new, hitherto unknown, trade or 
through the decrease in the number oC ships of one of the other 
nationl. The discovery of new trade is very uncertain and an 
argument based on the aaaumptioD of Inch an accident is ruled 
out I 01' rather it may be .aid that an accident of thia kind will 
definitely not occur. And ~ if it did occur, it would not briDg 
about new consumption of neceaaariea or luxuriea. At the moat 
it would make it easier COl' one otio. rather than for another 
to attract theae good. which are already consumed and which 
COll$litute a part of the consumption of all Europe. The intended 
increase of English trade must therefore occur through the 
decrease in the number of veaaels of one of the other nationa. ••• 
And 10 we neceaaarily come 10 the conclusion that England cannot 
increase the 1C0pe of employment fOl' the shipa of her lubjectt or 
increaae their number other than by • diminutiOll of tho&e of the 
Dutch." Thit _ taken as prowd aDd it followed ominously 
and logically that the trade war mult cOIItinue. "It must be added 
that trade ca\llt'S perpetual .triCe both in time of war and in time 
of peace bet_ all the nations of Europe to docide which oC 
them aball have the greatest share." 

Writing GD public finance ill the followiq year, Colbert 
adapled the same argument to the precioua metala at he had 
employed in 166g for commerdal shipping. He identified him
d with the notion which we have IIlrcady obterved in other 
mercantillats It ••• at there is only a fixed quantity of tilver cir
culating in the whole of Europe, which is incftUed from time 
to time by import from the West lDdic:s, it may certainly be 
proved that there ia no more than 150 milliGD Ii_ of wvcr 
cireulatina amOllg the public. It ia not possible to increase (the 
alock of one t'OUDtry) by ItO, so, or 50 million ,.ithout at the same 
time takina the same quantity from Deighbouring ltatc:s. Thill 
arises thia tlI'Oofold incn:uc (iJ __ >, which bu beaa IOdearIy 
diacemible for K'Yftal yean put: 011 the ODe hand the power and 
greatnc:sa of Your Majealy increasc:s, GD the other that of your 
CDl'miea and ill-wishen falls." Locke and Colbert, the Minister . 
of an abaolutist lIlOIlucb and the founder of the phi10a0phy of 
the CGDItitutionai atate. thus agrftd implicitly: it _ in fact • 
matll'r of I'l'COgIIized IIIcttantillat cIoctriDe. u. 

II L-. • C .... VI ~ 11' .. VIlIt39 ...... -Wc _ edd.~ ..... , 
at lout _ ll.acl ......... n:jocto<i u.io _lie ~ '1M .uahow _ 
R......, c..ft. ............... of_ ........, _ of ....... Icobd ....... 
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The fundamental outlook of mercantilism as a system of power 
is thus explained. 
Variations 

The above should not be understood to mean that all mer
cantilist statesmen and writers were dominated. by the policy of 
power with the same supreme one-sidedness as Colbert. In the 
introduction to this work· we have already shown that such an 
assumption distorts the facts: . 

The relation between political and military power and econo
mic power was often reversed, in contrast with the view just 
illustrated. Where that was so the striving towards political power 
was considered a means for mastering the riches of the whole 
world. Such was particularly the case in the older colonial policy 
with its eternal hunt for precious metals and its unscrupulous 
employment of military power, standing as it did half-way between 
piracy and peaceful trade. 

Many authors pass imperceptibly from one view to the other. 
The existence of the second of the two is evidenced sufficiently 
by the fact that so pronounced an advocate of the policy of power 
as Richelieu expounds this view-point clearly in his Political 
Testiiiize--ne:--one section bears the title "Concerning trade as 
dependent upon dominion over the seas". He ends, as usual, 
with the reference to the Dutch, but unlike Colbert, to their 
wealth, not their power. "The wealth of the Dutch ... is an 
example and an irrefutable proof of the value of trade."1I 

It was even more customary, perhaps, to accord political 
power a place by the side of specifically economic aims. These 
were then striven after for their own sake, while it was desired 
at the same time to place them at the service of the state's power. 

ahead than the majority of his contemporaries. He bas not yet received the 
attention which be deserws. Coke .aid, "that saying That /her. u hI sueh a 
T,fJIk in 1M _/d, is only true by accident, not necessarily; for many thollSands 
of people might increase Trade in the world if they had means, which being 
denied, they cannot do" (T rIIJIu. III 20, italics in the original). If the ... ertions 
that mercantilism bad an underlying dynamic idea were based on sucb 
utterances as these, they might have been correct. Such ideas, bowever, 
pave the _y precisely to ~-:fairo. 

II Richelieu, Testamml polilique, cb. 9 sec. 6 (quoin. 4th d., AIRSt. 1691, 
II I 33}.-In the introduction by G. Hanotaux to another writing of Richelieu, 
published by him, be ascribes to the political testament a very high degree of 
authenticity. A .tatement in an immediately preceding section in the .ame 
chapter, with approximately the .ame idea .. the .tatement quoted, agrees 
almost literally with a .igned paper of Richelieu'. (MeuiTfW d'/tal ., /ragmmlJ 
poliliques du Card. tU R., ExIT. d. theunt4n1s inldiJs, Paris 1830, xviii). The same 
view of the T ... lal/lelll is .bared by other French historia~. 
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A diJtinguiahed rewesentative of this eclectic point of view, as 
. it were, was Sir Josiah-Child. In rebutting the attacks on the 

Navigation Acts';be wrote(hIa own italics) : II •• : I cannot deny 
but that this may be true, if the present profit of the generality 
be barely and aingly considered i but this Kingdom being an 
Island, the defence whereof hath always been our Shipping and 
Sea-men, it SCCIIlI to me dsolulll1 "'"SSCIrJ' tIuJI Profit l1li4 PDwrr 
Duglltjoinll1lo 6. coruiJlrrt" Similarly, though with rather stronger 
emphasis on the idea of power, an anonymous pamphleteer 
wrote a few yean later {167S1): "The undoubted Interest of 
England is Trade, since it is that alone which can make us either 
Rie/t or Sqfii for without a powerful Navy, we should be a Prey 
to our NeighboUR, and without Trade, we could neither have 
Sea-Men nor Ships. II Likewise, Charles Davenant, at the turn of 
the following century, introduced power as an item among a 
number of more obvious elements in the national wealth: "what 
tends to make a people safe at Home, and considerable Abroad, 
as do Fleets and Naval Stores." When he defended the import 
of Indian textiles by the East India Company, his reason for 
aacrificing the considerations ofaale of English goods and employ
ment of the people _t leut if he is to be taken literally
the neceasity of foreip trade for purposes of political power. 
"England could IUbsist," he wrote, "and the Poor perhaps 
would have fuller Employment, if Foreign Trade were quite 
laid aside i but this would ill Consist with our being great at Sea, 
upon which (under the present Posture of Affain in Europe) 
all our Safety does certainly depend."" 

Most of the later mercantilists viewed the matter in roughly the 
aame light and Ieldom lost an opportunity of referring, if only 
brleBy, to the necessity of political and military power, even in 
those C&ICI where they rqanled purely commercial considera
tions as the most important.. To this extent there was DO em. 
tilK'tion between the later and more particularly the EDgIish 
tMn'antilists and. for example, Adam Smith. But there was a 
disti-.ctionofdqm:, and that was both lISt and important.. To 
the 'VerY end, the policy of power remained a priDcipal faclol' 
in lIICft'antllism, while this was never 10 in ~f"', It is 
dev that practical policy was not much differeDt, whether the 
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policy of power was alone decisive or whether it merely occupied 
a predominant position. From the practical standpoint, mer-' 
cantilism was here essentially uniform and in sharp contrast to 
what came after it. 

In the following chapter of this part those practical measures 
will be briefly dealt with in which mercantilism expressed itself 
as a system of power. 



II 

MEmODS OF THE POLICY OF POWER 

T ..... IWI 
In the practical application or the principles or the policy of' 

power, mercantiJiJm followed two different methods; the fint con
listed In deflecting economic activity directly towards the particular 
ends demanded by politic~ and more especially military, power; J 
the lecond in creating a kind of'reaervoir of economic tesoUl'Cel 

generally, from which the policy of' power could draw what it 
required. The aignificance of thia important diatinction II revealed 
when analyaed theoretically from the economic point of view. 

The direct ute made of the fOJ!qr of' power wu deliberately to 
inftuence the lupplyuc:t -Ilie accumulation of' ltorea of goods 
in the desired direction and to callie com:sponding changes in 
prices. The import of' goods necessary for war wu directly ordered 
or encouraged by premiUIDI, while their export wu forbidden 
or burdened with duel. In thiI way the' country's ltack of'these 
commodities wu increased. By aimilar, though IOmewhat more 
complicated, regulatiOlll, the number or lhipa or aailon, the 
rural population or the total population, could be increued. 
ThiI wu the fint method. If the IecoDd method wen: adopted,. 
the total national income, not the IUpply of particular cooda or 
aervices, wu taken u a ltarting-poin. It wu then COIIIidered 
that taxation would be the atate', _pon for accumulating the 
particular mCaDl" required, i.e. for ezertlng an effectift demand 
for Inch goods and ~ u wen: needed for defence or for the 
policy or power in general. and a1IO that thiI demand would be 
lufficient for the PUflIOIC. If the problem wu tackled in this 
IecoDd way, COIIIidc:rationa or power became a moUft for atimu
lating the general ec:ODOmic prosperity of' the country, for this 
wu considered the beat puaDt1:e for CDSUriD« a powerfulltate. 
Money and the precicMD metaII bad a peculiar role to play 
WIder either or the two IDCthoda. The attaDpt _ made by their 
meaN to _ both the direct political CDCb or ltate power and 
~ more the indirect eads, tor they were c:oaaicIen:d. DCCeIIUJ 
for fOstering genc:ral ec:ODOmic JII'OIIPCI'ity. 

Where the Itrivinc...ncr pqIWCI' aaumed the IecCIDd --. it 
wu bound up wldt .-.1 ec:ODOmic policy in quite a cIifreraIt 
way &om the 6nt. The --.rowiac impoataD£e or.-.1-
men:ia1 ~~ ~ public disc1mioa and ........ nship 
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must have made people more .and more inclined to fall back 
upon general economic resources for political ends. The many
sided and varying demands imposed by the state in its striving 
after power also contributed to the decline of the direct, prin
cipally military method, for it became wellnigh impossible to 
prepare beforehand everything required by statecraft. Only in 
one sphere did the first method still assert its influence down to 
the beginning of the 18th century, and retain its formal position 
till even much later. This referred to one of the foremost items of 
the policy of power. It seems appropriate to describe first this 
earlier type of state policy of power. 
Defma on land 

For reasons into which we need enter no further, this type was 
to be found mainly in England, not only in such matters as 
were peculiar to a maritime and colonial power, but also in 
others. A beginning had already been made before the end of the 
Middle Ages in the province ofland defence. During Edward IV's 
reign, endeavours were made to compel a better supply of wood 
for bows and arrows. All merchants importing goods from 
Venice or any other place which hitherto had exported bow 
staves were required to bring four such staves with them for every 
ton of goods (1472). A decade later (1483/84) the same obliga
tion was imposed in the import of wine. This policy, moreover, 
lasted longer than might be assumed, in fact at least a century, 
for even in the 1570's the Hanseatic merchants complained that 
this obligation, in their opinion, entailed costs out of proportion 
to the value of the goods. Sir Thomas Gresham, Elizabeth's right 
hand in all continental affairs, wrote triumphantly in 1562 to 
William Cecil (later Lord Burghley) regarding his own deliveries 
of saltpetre and bow staves, "it is a thing better than any 
treasure", which was, at the same time, a declaration that this 

'kind of tangible preparation was better than money.l 
Soon after, when changes in military technique relegated 

bows and arrows to the museum-Lord Burghley wrote toward! 
the end of Elizabeth's reign, "the strength of the wars being 
altered from bows and arrows to ordnance"-a very similru 
policy was pursued with regard to the new armaments. Early in 
the 16th century the export of various copper alloys had been 
forbidden. The original statute was then renewed and extended 
in 1541/42, the reason given being that 'fAll other Realms and 

1 Statutes: 12 Ed. IV Co 2; I Rich. III c. II.-R. Ehrenberg, Hamburg ... 
England im Zeil4lur .. KOnigin Eluab.th Uma J8g6) 1330 136.-Gresham" 
Letter: in Burgon, Lift if Sir TIumw ereslism II II. 
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eountriell be full of Artillery and munitioDl, and thiI Realm is 
like to lack". The Minell Royalaroee iD Elizabeth's reign U ODe 
of the fint joint stock eompaniell, founded principally with an 
eye to artillery requirements. This attitude wu always maintained 
iD later times, although the export prohibiQoD appears to have 
become prattically ineffcc:tive. A proclamatioD against the export 
ofeannonl oceurred even U late U 1681.' • 

The aaltpetre industry, U the baiia for the manufacture of 
gunpowder, wu later given most eareful attentioD. Saltpetre 
wu produced from the excrement of man, h~· and doves. 
The eagernesa to scc:ure thiI for Inilitary purpOses occasioned many 
confticlI, which played their part in the-loag atruggle against 
the aystem of privileges under Elizabeth and the two early 
Stuarts (ace Chapter VI in previOUI part). Both the production 
of saltpetre, and even more the auperviaioD of "aaltpetre mines'F, 
u they were somewhat euphemistically called, were granted to 
variOUI individuals innumerable timell in the period between 
Eliaabeth'a accession and the Puritan Revolution and occasioaa1ly 
even later-the "aaltpetre men" u they were called-who were 
employed directly to investigate the aaltpetre minell and thUi 
made themselves even more than usually unpopular. 

In spite or thia unpopularity, the military requiremeall were 
10 genera1ly recogniroed that these privilqea were to lOme 
extent given an exceptional position. During the atruggles. 
against patenll in 1601 Lord Burgbley'a younger lOa, Robert 
Cecil, later Lord Saliabury, who was at the time Ellzabeth'l 
Scc:retary or State. frankly admitted that to meddle in these 
matters "genera1ly troubleth the Subjcc:t". and he also iaformecI 
the people that the qlleea would have the validity or these 
privileges legally investigated. BIlt at the same time, be emphasized 
that the COIlDtry had an ins~t Illpply or pnpowder. /Iftu 
aeveral attempts to tall the extor1ioDa. which had little dfcc:t, 
James I promised in 1606 to abolish the patalts; a promise 
which was presumably DOt.seriOIlsly intalded. Whell his lut 
Parliament made the Statute 01 Mooopolies in Ihs/llf the buia 
or the system or patents and privilqea. both aaltpetre and SUD
powder production. u well u artillery and municioa works, were 
excepted from the probibicioas apiIIIt lIlOIlCIpOly. This was wry 
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welcome to Charles I, for no one so flooded the country witb 
patents of monopoly as he. He followed in his father's footsteps 
even to the extent of instituting a thorough system of regulation. 
A proclamation issued in the months before his accession pro
hibited not only $hct>export of tile much-desired deposits but also 
that stables, dove-cots, privies, etc., be covered with stones, 
boards, chalk, sadd, or earth so as to render more difficult their 
employment for saltpetre;· and this ruling was maintained. The 
policy was continued with great tenacity of {>urpose even during 
and after" tlj.e Puritan Revolution, so that as late as in 1689 
prohibitions against 'the export of saltpetre" were drawn up, and 
new patents for its pl!Oduction were granted in 1690 and 1692. 
The results do not appear to have been altogether commensurate 
with the efforts. Only a third of the demand could be satisfied 
at home in Charles I's reign. After the Restoration, Sir Josiah 
Child was fully justified in drawing attention to the great services 
rendered by the East India Company in importing saltpetre. 
These regulations, however, are of interest in that they repre
sented the most far-reaching attempt to serve general military 
ends by using the weapons of economic policy.8 

Shipping 
The method of the policy of power under consideration here 

achieved its greatest success in the sphere of shipping. In this 
aspect ofits activity, too, England was by f~ the mo§t important 
country, though it is true that the policy, centring around direct 
military requirements, was to be found inJts mQ$t concentrated 
form in the Scandinavian countries at an earlier stage of 
development. The way in which it was applied theFe was to 
compel the building of private ships whiCh' copld be adapted in. 
time of war. -Such were the so-called "mounted", or armed, 
nterc,Jlantmen in'Sweden and the defence ships'in Denmark. It is 
~bViously a~alogous to the Engfuh policy in the matter of supply 
of artillery on land. l'he sbJps which satisfi~ certain military 
demands were given; customs reductions and these acted as ... . .... 

I Sources for the p6licy reguding aa11petre, etc. i4.: early charten: in 
Price, Eng/ish PatenLs qf M"""Po1) '149£.151, 16:J.-CeciJ'. speech of ,60,: 
in Tudor £am. Docs. n .gl.-Jamea 1'. decJarati,ou: 1606: in JI1Ilm4ls qf 1M 
House qf CI1tnmIJ1IS I 317 ,":"Proc:lamatiDu'II(>,6,*: m,911DDiDgham II" 291 
Dote •. -Proclamation 0('16'5: in l1..dera (ed. ,R)UDer) 1st ed. X'lllJ "3 IF. 
Hague ed. VIII: u I/iJl'.--Statute of Monopom.. (:u ]ac . .ft;. a) § " .. -Other 
measures under Charles I: CaIenIiDr qf SIIIU Poptrs, DDmistie 16~ 387 £
Charter of 1692: in s,1eci Cluzrters qf TrOJiing Compm.w' (ed. -carr) "3+-8; 
cp, 1xxixIF.--Child,,,IV,,,, Dise,. qf Trw c;J>..9 (.6gB ed. 160).~ further. 
among others: Cunningham II" 60 f., .63; Holdswortliop. til. 
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bountiea on the building of luch ahipe. In this way the country 
wu meant to be better prepared for defence in case of naval 
warfare. Theae meuurea were fint taken towards the beginning 
of the 17th century, in Sweden from 1617 onwards, and in Den
mark lome few yeara later. Sw~en clung lO the policy longer 
than any other country, in fact fQ,r a whole· century, under the 
name of IIIifriMI (i.e. total freedom from cUitilma dutiea, though 
in actual fact there wu only a reduction of one-third). England 
allO punued the same policy, to lOme extent, but considerably 
later. It fint introduced luch regulatiODl during tilt J,cstoration 
in 16611, and they, became more prominent after the Revolution 
of 1688. At this period English .rupping-poIicy, with ill underlying 
military motiVCI, had already been flllly developed and the idea 
of encouraging the use of armed merchantmen never played 
more than an insignificant part in England, for the obvioUi 
economic reaaon that ahe wu the strongest naval power.' 

English shipping policy, dictated by intereall of defence, and 
to lOme extent also the policy of continental countriea, was, 
however, one step removed from the kind of policy discussed 10 
far, which wu directly concerned with creating military supplies. 
For it lOught IUPport for ill military aims in norma\, private 
economic activity, luch u wu not directed by military ends, 
and 10 approximated somewhat to the __ of the two methods 
of &he polic)' of power, namely the one which sought the lOurce 
of political power iii a proaperoUl fiCODOIIIic I)'IteIII. But it did 
not altogether c:pinctcle with the ICCODd method, for it was con
cemed Dot with the".,., stimulation ofindllltry, but only with 
ill en~ent along certaiD definite 1ineI-1hipping, .rup
buildipg, and 6shiJIg.~;' • 

The practka.l. embodiment of this pragramme _ the 
meuurel which' have. become &moUa throosh .the Eo(lish 
Navigation Acts. These iimed at reserving the CCMgltry', shippiDi; 
and particulJ1'l.y the l~ ~pping.Jo the DAtive tradlnc 
Beets. The iIext step was to place a pre4DiUI1l on DAtive ship
building by laying down that dipe_ to be built in the country. 
Furthemaorf.ailon 9f'u\ive atoclr. MI'e to lie bred by _ of 
appropnate'lqUfatiaDI iM', the' utioaa\ity of the crew aacl the 
ahipi'. oII1«iIt. 11upys~ ~ _ . .at leII COI1lIDDIl to all 
Europe; It «."CW1'ed.. ~ CX&In'" iD Ata&oa as arty as the 
I,th ~turt. ~ it came to EagIaDcI ~ the CDd q the 
14th C'8Iltlll')' •• It. 'f'U adopted by the H_ ill the 15th ccahlry, 

'~~"""'.II' 'rto~ __ 
.......... 'H...M~ u ... l..,(~· . 
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and, at the end of the century by Castile, in the 17th century by 
France and Denmark, and in the 1720'S by Sweden through the 
so-called produktplakat. 6 The policy may have been actuated by 
different motives in the various countries at different times, but 
its importance here is its connecjion with the mastery of the seas, 
wherein England led the wOJ;Jd. 

The preambles <to English Acts pf Parliament are proverbially 
misleading as expressions of the real motives of policy. But in this 
case there can be no doubt of their authenticity; for the motives 
given therei~ recurred in all public and private utterances of the 
century, wherever the question of English shipping was brought 
up. The language used was so uniform and almost stereotyped 
that it sounds very much.like an ever-recurring refrain, whether 
the measures in question were the long-distance sea trade and the 
voyages of discovery, the trading companies, colonial trade, ship
building, fishing, supply of naval stores, training of sailors, or 
anything which had even a remote connection with naval power. 
It is true that this should by no means be taken as though more 
commercial considerations were entirely wanting. They were 
usually mentioned together with the others; only the interest in 
power was never allowed to wane. _ 

It may be enough to give the following examples chosen from 
an overwhelming number, especially as few facts in English 
economic history' are better known, as a result chiefly of. the 
writings of Cunningham. . ' 

Even the earliest English Navigation Act, that Qf I 381 ,contained 
a reference to the decay of the navy and the necessity of employ
ing the usual means for assisting ,it. The same idea recurs in 
Henry VII's law of 1425, with regard to which Bacon made the 
statement quoted above on the reorientation of policy from one 
of abundant provisions to one of power. From Henry VIII 
onwards until.Qpeen Anne's reign, throughout two centuries, 
this Leitmotiv reappears with a monotony of repetition in one 
Act of Parliament afj:er another, and very often, too, in other 
official statements. In one of the statutes of Henry VIII (1531/32), 
the decline of the navy is deplored, the navy which "had been 
not only a great defence and surety to this Realm of England 
in time QfWar, but also a high commodity to all the Subjects", 
so that the kingdom 'Would suffer great danger- and the nation 
would deteriorate' if there were seafaring men no more. In 
Elizabeth's time, legislation was even more. vigorous in this 

• Hecbcher, "Produktplakatet och deo fOrutsittningar" (His1t1risk4 stJuIin 
IilIiigruu4 Harold 16_, Ups. '908, 780). • . 
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Iphere. In one of thele laWi (1580/81) it wu complained that 
lOOn there would no longer be "a great number of Mariner. and 
Seamen fit for the Service of her Majlllty and her .aid Real. 
for the Defence thereof in time of Wan". When the Levant trade 
wu about to be regulated, E1izabeth'l minUter, Wabingham, 
wrote to her (1) offering reuom for the conceding of privileges to 
the Levant Company. "Fint, you Ihall let a great number of 
your greatelt lhipe in work whereby your navy shall be main
tained, one of the principallelt .trengtha and defence of this 
realm." Under Jamel I the lame theme wu varied alightly 10 u 
to Batter his by no means trilling pride. An Act of 1603/4. pro
vidinS for the production of aail cloth, dilcUSSel "His Highness' 
Navy, the chief est .trength of this Realm (next unto God and 
his Highness)". In the inatructiom to a Commission for Trade 
aet up toward. the end of his reign, in 16aa, it wu alated that 
"beeauae the Maintenance of our Navy and the ahipping of our 
kingdom, is a principal meant to advance the Honour Strength 
Safety and Profit thereof, we will and require you ••• " and there 
followed a large number of commercial meuurea that were to 
be taken. Preoccupation with intereatl of power wu not peculiar 
to one or another political regime. The reaaom given for the 
1651 Navigation Act of the Commonwealth were "the Increue 
of the Shipping and the Encouragement of the Navigation of 
this Nation, which under the good Providence and Protection 
of God, it 10 great a means of the Welfare and Safety of this 
Commonwealth". The 1660 Navigation Act of the Restoration 
period, the mOlt detailed and mOlt deciaive of them all. repeated 
this wording almost literally. And to conclude this tediOUl 
enumeration, the 1705 colonial law of Qpeen Anne aIludlll to 
"the Royal Navy and the Navigation of England wherein under 
God the Wealth Safety and Strength ofthit Kingdom it 10 much 
concerned ... • ' 

One of the IDOIt important upecta of this policy concemed 
fishing, which wu consideftd a unique training for aailon. It 
is, however, .superfluous to enter into a detailed deteriptioD of the 
rqulatiom for ita eneoungemeDt, for, with one ezcqJtioa. they 
were identical with thoee instituted in other spheres. Ideutica,l • . 

• Sca_: S ItA II .. I Co S; I lis. \'11 Co I;., tk& VIII Co ,;., Ella. 
Co ,; I JIIC-I Co,,; I. Car. II Co II; S a: 4 "- Co .. -Na .... A4 eI 
the 00--,,,, (~Ilisl Co n): ....... a...- " ... ~ 
.......... c. H. FiItIo a: a. s. bil (I.-L I,ll) II 5!19 .. -w .......... : 
pr. ia ~ E.+ HiItttq " ... '-~ 1IfS.-n. 1_ .......... : la,... ( .... ~) I ..... XVII 41. H.-.... \'11: IV 1+ 
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too, was the theoretical nature of the policy. But the exception 
mentioned is of considerable interest and forms one of the most 
picturesque phenomena.oin mercantilist policy; it was the so-
called Political Lent. . 

Political Lent was first introduced in 1549; thereafter it was 
vigorously maintained for about a century, and elid not elis
appear from the statute book until the 19th century. Its purport 
was as follows: with certain exceptions which varied from time 
to time, people were obliged to refrain from eating meat and 
to eat fish on certain days of the week. As Cunningham points 
out, this legislation is so interesting because what was originally 
a religious custom was reinstituted for political purposes, although 
its former raison d'itre was completely eliscarded. In the preface 
to the first of these Acts it is stated inter alia that "Albeit the 
King's Subjects now having a more perfect and clear light of 
the Gospel and true word of God . . . and thereby perceiving 
that one day or one Kind of Meat of it selfis not more holy more 
pure or more clean than an other, for that all days and all Meats 
be of their nature of one equal purity cleanness and holiness ... ; 
Yet forasmuch as eliverse of the Kings Subjects turning their 
Knowledge therein to satisfy their sensuality . . .: The King's 
Majesty . . . considering . . . specially that Fishers . . . may 
thereby the rather be set on work . . ." causes the particular 
regulations to be passed. That the object was to increase the 
country's reaeliness for defence on the seas is manifest in the 
next Act on the same subject, the most important of the Eliza
bethan Navigation Acts, called an Act touching certain Politique 
Constitutions madej"or the Maintenance of the Na7!JI (1562/63). There 
Political Lent is regulated by still more detailed prescriptions, 
closely bound up with the aim of naval defence, though the need 
for economizing meat is also mentioned. In the long series of 
statutes and proclamations regarding Political Lent, references 
to the need of preparation for naval defence are constantly 
repeated.' 

The naval policy of power had yet another aspect. It en-

, Statutes quoted: 2 & 3 Ed. VI c. 19; 5 Eliz. c. 5 §§ 11-14, 2~3·
The final repeal took place through 3 Geo. IV c. 41 § 2 (1822) and 31 & 32 
Vic. C. 45 § 71 Sched. 2 (1868).-A law which had once repealed the system for 
a short period (39 Eliz. c. 10, 1596/97), contains an interesting and rather 
damaging criticism of it. The remainder of the relevant legislation is repro
duced or mentioned in Cunningham I' 499 f., II' 67-'13; and the remainder 
of the English fishing policy may also be studied there.-For the rest, the 
literature on this IUbject is too great for me to be abIe to refer to it here with 
any completenesl. 
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deavoured to .ecure for the country an abundant .tack of naval 
.tores (joumismtllllls tU la II1II""'). In doing 10 it feU back upon the 
older of the two methoda diacuaaed here. procuring the particul!U' 
articles apparently neceuary for defence by direct meaaures. 
Thia policy wu directed mainly againat the northern PO'!CI'I, 
particularly Sweden and Finland. the main sourees oC supply. 
who were thoroughly determined to take advantage oC their 
monopolistic poaitlon. especially with regard to the production 
of tar. Colbert met thill by Itlmulating native production. and 
partly also by attempting to wrest the Baltic trade Crom the ' 
Dutch, though this attempt was chiefly dictated by his 0ver
whelming desire to deal a blow at Dutch shipping. England. on 
the other hand. realized more and more that it had in the North 
American colonies what Crom the mercantilist point of view was 
an ideal .ouree of lupply of these stores j all the more 10 because, 
to develop their production of these goodI was to reatrain them 
Iiom competing with the mother country in manufactures, 
particularly the e10th industry. the apple of her eye.' 

The acarcity oC timber prevailing ... it was thought, in most 
European countries. provided a difficulty which, at any rate in 
England. was a veryreaI one, Cor timber was in demand primarily 
£or naval purposes. Oak waa. alwaya considered pecessary for 
men-of-war and generally £or ships carrying arms, and oak was 
especially acarce. The encouragement of Dative shipbuilding 
meant fint and foremoat an increased CODIumption of the meagre 
.tock of native timber. And if this .tack was inauOicient it was 
necessary to import, which inwlved an expensive outlay on 
&eight and tonnage, whereaa to import ahips would DOt only 
obviate both &eight and tonnage COIta, but would in facteconomize 
&eightl and place more tonnage at the country'. disposal. 
Importing timber. moreover. did DOt make the country any the 
1_ dependent on foreip supplies than importing ready-built 
ships would have done. If. in spite of theae dilficulties, native 
ahipbuilding was stimulated. it ia a proal' that comiderations of 
power actually had to be subjected to the ceneral or com
mereial mereantilist intereatl and that defence was DOt alwaya 
furthered by _urea which had it for their motive.. In thia ca. 

• Oa ~ _ ..... ~ IP ........... 011 c..ioI .t--. ,......-08 ~ _ .... '-. CAMooIC Ill: I 7611'~..,. ..... III: .. 
Mf .. \'11 .... f.; ....... u ......... -,...:nrI8t-'r; _ ... Iakic 
See .... P...... .... ..... P. a...u... ~., .. ~._ • 
.AW; _ 001""",, C'cooapopie ...... • * .. --.. _ .... 
1P"dI .... ......., lOr ~ at doe o.-iI* o-neal1101;", 
d-.t Ia Qoo, • • ...... ....- ( ........... ) u taL 
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the import of raw materials was regarded as useful, while the 
import of finished goods was frowned upon. This policy was 
decisive, although English naval strength might have been 
better served by directly contrary measures. Apparently, however, 
people were ignorant of this contradiction. In so far as they were 
at all conscious of it, they may have believed that economic 
prosperity, which was considered the outcome of shipbuilding at 
home, was a source of political power according to the second of 
the two methods distingnished at the beginning of this chapter. 
It goes without saying that attempts were made to maintain 
and to increase the stocks of timber in the country itself, but with 
negligible success in the majority of countries. 8 

In the relation between political power and economic policy, 
the colonies played a great part. The situation was outlined 
by Sir John Seeley half a century ago and has been vigorously 
confirmed by the more recent historian of English colonial 
policy, the American G. L. Beer. According to the Old Colonial 
System the task of the mother country was to protect tTie-coiorues, 
but in return they were to grant her commercial advantages; 
more especially they were to direct their production along those 
lines which the mother country considered most advantageous to 
herself. To this extent it was commercial and not political interests 
which predominated, with the exception that the system was 
to provide a means for colonial defence. But two other aspects 
may be distingnished in the system and their main end was the 
power of the state. Both were connected with the principle of 
self-sufficiency, which was chiefly dictated by considerations of 
political power. 
&1f-sufJiden<y 

The fact that the colonies difi'ered widely in their geographical 
and economic make-up from the mother country made them 
well suited for supplementing its needs. They opened up the 
possibility of providing a system of supply within a self-contained 
empire. To make the colonies thus the complement of the mother 
country, the latter guaranteed their products a preferential or 
even a monopolistic position in her markets, and in extreme 
cases went so far as to wipe out completely any native manu-

• On this question it will be sufficient to refer to the most complete exposition 
on the subject: R. G. Albion, Forests Dn4 &iJ P_, 1M TimINr Probkm 'If 1M 
Royal Nf11!J ,65R-,86R: (Harvard Econ. Studies XXIX, Cambr., Mass., 1926); 
the effects of the shipbuilding policy 74 f., lIS, "44 f., the policy in forestry, 
ch. 3 partY. 117--38.-On the question of fuel in France cpo for instance Martin, 
L4 grlllllk induslril SDIU Louis XIV 3'3 f., do. do. SDUS Louis XV '49, '5' f., as 
weU as the deputy for Nantes '70' (lee previous note). 
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facture competing with the one which it was desired to foeter 
in the coloniea. The beat example of this ia the poUcy directed 
againat tobacco growing in England, which was Iystematically 
and vigorously uprooted, partly by the DIe of armed force, 
throughout leveral decadea in the IUpposed interests of the 
louthern ltatea of North America. 

The policy o£aelf·lufficiency had a lecond economic function, 
and that was to prevent the coloniea from 10 developing their· 
potentialitiea that they would be able to stand on their own! 
feet and become politically Independent. The English Staple\ 
Act of 1663, one of the keyatonea of the Old Colonial System, 
referred in explicit terma to the need for developing "a greater 
correapondence and kindnea" between the coloniea and the 
mother country i but at the lame time required the former to 
remain "in firmer dependence upon it". etc._ droll com· 
bination of two inconaiatent poinll ofview. As far as Ireland was 
concerned, friendship was hardly ever 10 much as mentioned. 
Lord StrafI'ord, who ruled the island in the 1630'1 with a rod of 
iron, wrote frankly, "I am of Opinion that all Wisdom advisel to 
keep thia Kingdom as much lubordinate and dependent upon 
England as ia possible, and holding them &om the Manufacture 
of Wool • • • and then inforcing them to fetch their Clothing 
from thence and to take their Salt &om the King (being that 
which preaerva and givea value to all their native ltaple Com· 
modities), how can they depart from \II without Nakednea and 
Ikggary l"" 

Both attitudea are extremely important in colonial policy, 
even though they were hardly as -n considered as they might 
appear. 

To consider first the latter point of view, the need fOr political 
lubjection of the coloniea: if it were true that the coloniea 
could be kept in perpetual lubjection., under the conditiOlll 
prarribed by StrafI'ord, thia poatulatea three thiDgs, and in pnctice 
it is very unlikely that all three conditiOlll Ihould be fulfilled. U 
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we assume in the first place that the economic side of the argu
ment were sound, it does not follo"{. that the colonists, eager for 
liberty, would allow themselves to be frightened off from 
revolting. In fact it is conceivable that they would put up with 
"nakedness and beggary" for the sake of what in their eyes were 
a higher end. But actually the economic argument itself is not 
without flaws, and for two reasons: if an industry which has 
natural advantages in a country has been forcibly restrained, it 
does not follow that it cannot arise once the restrictive measures' 
disappear. And finally even though it were really true that such 
manufactures could not arise in colonies which had grown 
independent, because they had formerly been artificially 
restrained, would it therefore really be likely that the colonists 
could no longer procure their supplies from their former mother 
country? Mercantilist doctrine taught that export was the ' 
only desirable economic transaction and goods were exported 
to enemy countries even in war time. It is thus extremely j~prob- ' 
able that export to independent colonies would be forbidden, 
and in fact the actual course of development proves that it was 
by no means the case. After the American colonies gained their 
indepenqence, they continued to draw their supplies from 
England, and England did not for one moment contemplate, 
withholding her goods from them. But if this argument is not 
sound, it is sufficient to invalidate the whole train of reasoning; 
and that it was false is proved by the course of history. 

In the second place, with regard to the principle of self-suffi
ciency, its military value could not be particularly great if it 
were applied in practice to a system comprising a European 
country and its transoceanic colonies. For if the country were not 
mistress of the seas, she could not in case of need draw her supplies 
any better from her own colonies than from foreign countries, 
in fact far less easily than from her immediate neighbours. This 
axiom was borne out in the 18th century as regards France, when 
England laid an embargo on all French colonial products. 
Besides, where there was a shortage of tonnage it might be 
more difficult, even for a country which dominated the seas. 
to draw its supplies from distant colonies than from foreign ports 
closer at hand. Thus even England found difficulties in procuring 
timber from her colonies, because to obtain it thence involved 
from three to five times as much freightage costs as to obtain it 
from the portB.of the North Sea and the Baltic. In addition there 
was the greater cost of labour, sometimes six times as great, and 
the less efficient commercial organization. 
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There WII, however, one let of conditioDl under which the 
policy of drawing lupplies trom the colonies could spell greater 
lafety than Import from fbreign countries, I.e. when foreign 
Itates placed embargoea on their own exportl for political or 
other reuODi i for luch obatructioDl were out of the question when 
the good. came from a territory lubject to the lame government. 
And these conditioDl were not altogether absurd, for it is well 
known, for example. that Sweden under Charles XII WBI an 
unknown factor in thil respect-tbere WBI no knowing how Ihe 
would act. It WII, further, of outstanding practical importance, 
that the Baltic, the enclosed lea from which naval Itores were 
drawn, could be blockaded very easily by any adjacent or other 
maritime power, wherell this WBI impossible in the Atlantic 
Ocean on to which the colonies bordered. There is thus a kernel 
of common lense In the endeavoUR of the Old Colonial System 
to build up Ita political power on a self-sufficient territory com· 
prising the mother country and ita oveneu pouessioDl; but the 
weight of this argument hll certainly been much Over-estimated.11 

A!;!!!!.'=h!cY-ai1Dl appear ltill more self-contradictory in 
mercantiliJnr, beeauae the old idea of blockade, the cutting oft' 
of the enemY'1 IUpplies, is Inconsistent with the conception that 
a country'l gain lies in export, and that import conatitutCI a 1000.J 
The result II then a kind of "self.blockade", the most stupendou/ 
example of which II Napo1eon'i CODtinental System. The work 
to be carried out in the interelts or defence by the policy or self· 
lufficien('y could thus not be very great i for enemies were on the 
look-out for the opportunity to 800d a country with gooda. I~ 
folloWi that in reality it WBI hued on a atrictly economic doctrinel 
and ,.., on any considerationa or power. It II not impossible to 
find instances or a CODICiousnCII or this character or the policy. 
Rkh.~li~, a atatesman who _ continually eagaged in war, ia 
ailent on the need for protection apinat blockade when clia
('ussing in detail that France ought to manage without importing 
trom her ncighboun. MontchRtien'a view on the economic 
problema or war is ~ Col. in his desire to ~ ~ 
fun to the enemy'''' II to draw thence pld and silftr and other 
advantages and, after he hu been thlll enfttbkd. to be able to 
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.. lJI"ftcal .. k.-.vy ...... ~_ .. be ........... _ ......... 
_ ..... bIe ud ~ SuppIr Ibenaf r.- fOftip hna- (,..., aL 
Il_, ... eol. XVlU." H..,. eol. VIII: • ,6). n.. .... fII ....... ..... Mijecti_........., ..... 1M ............. ..a.. ......... __ 
"dIIuteabIe"; die .... II ........... '" 1M dIinI, wIIidl II ........ ..... 
~fII"'''''-' 



44 MERCANTILISM AS A SYSTEM OF POWER 

conquer him more easily and to become his master". The 
measures and aims which are taken to have been dictated by 
political considerations of power 'reveal themselves in such 
observations as a cloak for economic ideals. lI 
Population '-: 

There were still other and more important aspects of economic 
life which were brought into contact with the state's interest in 
power; the policy regarding population was ~articularly affected 
by it. It usually manifested itself merely in a general attempt to 
increase population, which was also actuated by many other 
economic motives (economic in the narrower sense of the word) 
as will be elaborated in the following part. In the continual 
struggle against the enclosing of pasture lands to the detriment 
of com growing, carried on in England throughout the 16th 
century, the idea that was always uppermost was the need to 
maintain a peasant population in the interests of national defence. 
A proclamation of 1548, for instance, stated that "the surety ..• 
of the Realm must be defended against the enemy with force of 
men, and the multitude of true subjects, not with flocks of sheep 
and droves of beasts". And the idea recurs again and again in 
contemporary literature. II 

It is of still greater interest that in exceptional cases the policy 
of power was concerned not merely with the size but" also with 
the quality of the population. It might be thought that quality 
would already have been considered important for general 
economic reasons; but actually mercantilists did not give much 
thought to the effect on production of the quality of the working 
population, except in the case of individuals with superior crafts
manship. As far as the mass of the working population was 
concerned, they were counted rather than weighed. Considera
tions of power occasionally introduced another conception. 
True, the idea that man and his welfare might be an end in 
themselves certainly never occurred to anyone; they were merely 
a means to be used for purposes of the state. But to be suited for 
such purposes certain human qualities were still considered 
necessary. This attitude is best expressed by Bacon, and his 
remarks are therefore particularly interesting. His essay "Of 

11 Richelieu, T eslamenl poliliqul (previous chap. note .2) chap. 9, sec. 6 
(.6g. ed. '36-g e/ possim).-Montchretien, TraUlI, etc. (II) '3'. 

11 Proclamation of '5411 reproduced in Discourse 'If tJu ComtnDII Weal (ed. 
Lamond) '49, ep. xi.- References in the general literature: ill. go, 93; "Polices 
to reduce tim Realme of England unto a Prosperous Wealth and Estate" 
'549 (TruJor &071. Docs. III 3" If.) chap. '; H. Latimer, S- Smnorrs 6e/or. 
Edwtzrd VI ('549; English Reprints, ed:E..Ar!>er, XIII, Birmingham '86g,40). 
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the True Greatneue of KiDgdomes and Estates" inquires, u the 
title luggestl. into the eueau of true political greatnesl, which 
according to Bacon wu a matter of quality not quantity: 

"The population may appear by mUl~ ~d 'the ~mller and 
greatnea of citiCi and towIII by carda and mapl. But yet there is not 
anything among civil affaill more .ubject 1D error than the right 
valuation and true judgment concerning the power and fon:a of an 
Cltate. The Kingdom of Heaven is compared, not to any great kernel 
or nut, but to a graln of mUitard teed. which is one of the leut graina, 
but h.th In it a property and apirit hatily to get up and apread. So 
are there StatCI great In Territory. and yet Dot .pt to enlarge or com
mand; and lOme th.t have but a amaU dimenaioD of.tem, and yeI 
apt to be the Ibundation of great monarchiCi. 

"Walled towIII •• tored araenala, and armouriea, goodly races of horae, 
chariotl of war. elephantl, ordnanc:e. artillery. and the like; all this is 
but a aheep In lion'. akin. elII:ept the breed and disposition of the 
people ~ .tout and warlike; nay. Dumber hadf In armiea importeth 
not much where the people is of weak courage; for ... Virgil aith. 
'It never troublCl a wolf how many the aheep be.' II 

One of the mOlt popular idea of the time, then, comes under 
the lab of hil argument: 

"Neith-,: it money the ainewa of war ... it is trivially aid, where the 
ainewa ofmm'. arm&, in hue and etreminate people, are tailiDg." 

He then devdopl a complete lOCiai programme: 

"Let StatCI that aim at greatneal take heed how their nobility and 
gentlemen do multiply _ &at; lOr that makelh the _ IUbject 
IIOW to be a peuant and hue twain, clrMa out of beut, and in 
elfett but the gentleman .. Iabower •••• And you will briDg it to that. 
that not the huaclrecl poll will be It lOr an helmet, eapecially _ to the 
InIantay. which Ia the nerve of an army; and 10 there will be great 
popuJatioll and little ItftIIIth. .... 

It mlllt be admitted that the JI~ aspect of population 
policy could hudly have been apresIed more coadusively. 

The ideal behind the dimibutioD of property, it must be 
emphasiaed. and the relative ItreDgth of various ~ _ 
related, in the consideratioal of power. to medieval upiratioaa. 
I rdU to the subject deall with in Qapter VI of the IOrqoinc 
part (I .,. t). People -.-e feuful that "the rich eat out the 
poor". that 1IlOIlOpoIiaati0ll might create a small tuamber of rich 
at the ~ of a suitable IUblistesace fOr the large majority • 

.. .... &.." No. ., ill 1M '6Ia Id. (Id. w .......... ). No __ ................ ..-. ..................... ..-..t:. 



46 MEReANTILISM AS A SYSTEM OF POWER 

In Bacon we se:: the connection between this standpoint and that 
of the policy of p'Qwer, applying not merely to the rural popula
tion referred to 'iii. the last quotation but conceived on much 
broader lines. "Above all things good policy is to be used, that 
the treasure and monies in a State be not gathered into few 
hand!:; for, otherwise, a State may have a great stock and yet 
starve. :And money is like muck, not good except it be spread"
this phrase was also meant to support the demand to keep money 
in circulation. "This is done chiefly by suppressing; or, at the 
least, keeping a strait hand upon, the devouring tradell of usury, 
ing,ossing, great pasturages, and the like."l& ' 

This attitude, it should be added, has been exceptional at all 
times in the treatment of population problems, and it became 
increasingly so in the course of the mercantilist period. The 
military aspect of population was not emphasized at all strongly 
in later mercantilist thought. The worker came to be regarded 
altogether as a factor of production, as will be discussed in detail 
towards the end of the following part (p.i. 152-172). The 
individual played a part in the system only as a servant of 
economic ends, though these ends, in their turn, could be mads: 
subservient to the interests of power. With a large population 
and low wages it was hoped to effect a large export surplus of 
manufactures and a large import surplus of gold and precious 
stones, and this desire became itself a part of the state's policy of 
power. This brings us close to the second of the two methods of 
the policy of power: the state attempting to strengthen its power 
through national economic prosperity. The view of the means 
to that end consequently coloured the policy of power. 
Mrmey 

The attitude of the policy of power towards money is particularly 
characteristic of this, for it was naturally conditioned by the 
general mercantilist conception of money as embodying all 
economic resources. Again and again the view is repeated, with 
greater or less clarity, that a state could be without money 
only on pain of serious political and even more serious military 
consequences. John Hales, in his DisclIU1'se of the Common Weal, 
calls "treasure" the sinews of war because the king could not 
use other sorts of money (ofleather, etc.) abroad. 

"~oney.,the..sinews <>[~a,r" (pecunia 1U111US belli or neroi belllil'U11l) 
was a slogan that seldom failed. Bacon, with his more organic 
view of society, did not approve of it and attacked this most 

11 Bacon, Emg •• "Of Seditions and Troubl .... (No. 15 in 1625 pubL. cd. 
Wright, 60). 
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popular opinion on the relation between powC\. and economic 
life. Sometimes it was laid that it was "now" no longer the 
Iharpelt aword but the longelt puree that wdiL Wan, and lome
times the illustration was more detailed. In a typical, anonymoUi 
pamphlet of 1671, TIN Un ad Ab/ISU qf M-." the opinion ia 
given that "The greatest and moat weighty reuon that money 
ia of public Ule, la, that it tends to the preservation of a KiQ8dom; . 
money ia the sinews of war, and riches the honour of ~ Kingdom 
in Peace .• ;." And if Soldien could be paid without money, or. a 
Crown maintained and kept without Coin, there would be no 
abaolute need 01 it. II h Ulual, J"ocke was a particularly gOod 
representative of the mercantiliStpomt of view. In support of 
the thesia that a country mUit have more money than its neigh
boun, he wrote "if any of our Neighbours have it in a much' 
greater abundance than we, we are many ways obnoxioUi to 
them-([sit]-he mUit have meant it the other way about). I. They 
can maintain a greater force. I. They can tempt away our People, 
by greater wagea, to lerve them by Land or Sea, or in any Labour. 
3. They can command the Markets and thereby break our 
Trade, and make UI poor .... They can on any occasion ingroII 
Naval and Warlike Stores, and thereby endanger UI." The 
argument was hued throughout on the characteristic mercan
tilist theory of money, and ia interesting II a proof or how 
important considerations of power in money policy appeared 
even to 10 advanced a rationaliat II Locke. It mows how im
portant thil attitude was in the practical policy of mercantililm.ll 

The relation between monetary policy and power was parti
cularly c101C in the sphere ofpublic finance, for financial reaoun:ea 
were of coune one of the tint pren:quisitea of military policy. 
The ecooomic jUitification for connecting thia with the IUpply of 
money was poaibly greater than when applied to t:cODOIIIic life 
as a whole, for many Itatea, especially on the COIItinent. found 
great diflic:u1ty in reckoninc their reveDuea on a IIIOIlCY buD 
to the aame dqrft as they had 10 do with their c:xpeaditure.. lie 
that as it may. the policy bU'lllOllized perfl:c:tly with the gmeral 
mercantilist conception of the role oClIlOIlq' in CCOIlOIDic: kti\oity. 
NeedlCII to say Colbert _ the beat repieacatative of thia view, 

.. ~ fl. c... Willi I16t-fW, tie Sc.J-). .. _ ....... 
• - 'II 1OIiew",.,.. (N.meo I"',) .a. _ cIt.p. S • 40 part'. 'so. •• 11:-
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fofhe Was the-greatest martyr to financial policy. In the great 
Mbnoire au Roi sur les Fi1Ul1l&es of 1670 quoted above he elaborated 
the relationship in the greatest detail. He there viewed the 
connection between the amount of taxation and the total of 
circulating· money or precious stones in a manner typical of 
mercantilism and its monetary conceptions. He then entered 

,into detailctd computation of the way in which a better propor
: tion between the two could be arrived at. In his opinion, the 
proportion should be 1: 3r whereas in reality he .calculated the 
total taxation at 70 million livres· compared .Y(ith a silver cir
culation of only 120 millions. In this way he easily arrived at 
the usual mercantilist precept, that of increasing the amount 
of money in the country, and with him this precept became a 

"strong fundamental of public finance. How intimate Colbert 
regarded this relationship and how seriously he went about the 
matter may be seen in the fact that he not only urged strict 
economies in' the. budget, but seriously contemplated placing 
obstacles in the· way of the circulation of silver between the 
provinces, so that one should not be able to have too little and 
another too much. For the same reasons he urged that the 
fortifications in the newly acquired territories be limited and 

. no troops be sent there, so as to prevent money from flowing to 
neighbouring countries. A statesman more than usually dominated 
by consideration of power is here seen to allow his practical 
measures to be profoundly influenced by his views of the con
nection between cause and effect in the economic field, above 
all in the field of money. 17 

In this way the policy of power led to the typical mercantilist 
programme for the organization of economic activity, because 
the latter was considered a means for the attainment of power. 
At the same time it is evident that such a programme could often 
easily come into conflict with the demand that the country must 
be prepared for war, and in fact many examples have been given 
above to this effect. Colbert attacked Louvois' war expenditure 
and military undertakings, because they undermined, in his 
opinion, the real source of power-economic activity. On the 
same grounds, others were able to attack the encouragement 
given for military reasons to individual industries, because this 
was considered harmful to the general economic development. 
The: English Navigation Acts, for example, therefore did not 
enjoy universal approbation among mf"rcantilist writers. Roger 
Coke's vigorous criticism of these Acts is a particularly character-

.. LeI"" u CaliHrl VII 235 fr., 254-
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iltic example, for it expresses in itl moat refined form the point . 
of view of political power II a fl['ctor in the Itate'l economic policy. 
a-.I,-io ' 

Like the majority ofthe mercantilist writen, Coke wu atrongly 
Influenced by tbe consideration of power. In the "Definitiona" 
witb which he prefaced the fint of hiI aeries of four pamphletl 
on trade, he Itated, e,g. (1671), "The end of trade if threefold,. 
viz. Strength, Wealth, and EmplQ¥",cnt fqr !I1Jorts 'of Peop1c." 
ThUl~IT'oo' fint place among the'benefitl of trade i and-this 
wu consiltent with Coke'l view that the victory of the Dutch 
over the Spaniarda wu due to trade and that his panacea for 
all evila, increued Immigration, meant increued power to the 
country. But thb by DO means prevented Coke from vigorously, 
attacking the Navigation Actl. Hit reason wu that supremacy at 1 
lea, like domination in any other Iphere, wu to be won simply 
and loldy through commercial prosperity: "I desire II much 
II any man, that Navigation and Marinen may be ~creased 
by the Natives of England, and Eng1isb Shipa, II far II the 
Natives of England in IUch Shipping can maintain Navigation; 
yet both must be done in time, II by luch means II God and 
Nature have ordained, viL by encreuing Trade in England: 
and if both Trade and Navigation cannot be carried on.by the 
Natives alone, I see not reuon why (at lcut at present) Trade 
(wbidl it more excellent than Navigation) mould not be encreued, 
though upon the account of toreign Navigation." There folloM 
a 10lIl aeries of maxima ~ changes in the rqulation of 
economic activity, whereby the admiaion offoreignen to Various 
employmentl could be made euier and the purchue of ahipl 
from abroad rendered poaible, and thus not only trade but aIIo 
shipping could be encouraged. He dcliven himself fiDally of the 
following re8ection: "It ia not the royal Frmch 8eet. itl numbers 
and greatnea, which makes the Fn:nch KiDc almost II mighty 
at _ II the English or Dutch; but it ia the lack of the latter of 
tuch indusmes II could increue their ahipping and the Dumber 
of their __ ,"II 

Thus the atate" policy of power wu welded firmly and c0m

pletely to the aeneral economic: po1icy, We have then:fon: arrived 
at the point when it ia necasary to turn to the treatmaIt 0( die 
economic malten proper ill the mercantile ., ... _; and this' 
will be the subject of the t-o putt that follow. 
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MERCANTILISM AS A SYSTEM OF 
PROTECTION 



r 
DIFFERENT ATI'ITUDES TOWARDS COMMODITIES 

To recapitulate briefly the pointl leading to the present ltage: 
the tint part of the present work attempted to elucidate the 
e~deayoun towardJ moulding the Itate into an economic unit. 
A lubordinate part of thia referTed to the formal or adminis
trative question, the attemptl to transfer the treatment of problema 
of economic policy to the ltate. The main task, however, was con
cerned with the actual nature of the policy, i.e. the elrtent to 
which the economic disintegration of the atate among feudal 
institutions properly lpeaking, and even more the towns with 
telfish local policies of their own, was overcome during the 
period, or the extent to which thiI task was left over to a later 
economlc and political rqime. To lOme degree, thiI was intended 
to Ihed light on the part played by economic policy in the 
economic upheaval known u the IndUltriai Revolution; how 
far. in other worcb, the policy encouraged 01' hindered the 
economic fOnDl of mety which grew up in the coune of the 
19th century. 

The IeCODd part hu likewise dealt with the relatiODI to the 
aimI of the ltate, not by _, of COIltrut with aational disinte
gration, but with reprd to the \lie to which the I'eIOUrCCI of the 
llate Ihould be put. More pn:ciae1y, how far ecoaomic: life was 
lubordinated to considerationaofstate power, especially in relation 
to fon:ign states, though abo in _ CUIS in relation to dependent 
coloaies. So far u a numberofprimitive IIlf:U\IftI wereCOllCCl'lled, 
this was a ample matter, for their COIIIlectioa with the aims 
of political power was unequivocal. This referred to activitiea 
directly intended to increue the lUpply within the country of 
rommodities of military imponance. But together with thae. 
were diacovered other aspects of economic policy. which became 
increuingly important in the coune of time. 'Ibe _ 
expreasiDl theIe aspects were not dictated directly but indiJ:ectIy 
in811C1l«d by consideratioas of power. their direct aim being 10 
lUster economic life u a whole, • aa aid to political power. But 
what was considered ecoaomicalIy barodiciaI 01' hanafUl to the 
country cIepeaded in turn OIl the a-=nl COIIIC'qItioaa of economic 
matten. It is then:fOre ~ to look into theIe coacepao-. 

In the third aad fow1.h pans. ideu OIl the interplay ofecOllOmic 
forces will be cODSidered. in 10 liar u they iaIlueDced ecOIIOmic 
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policy. It will be necessary to investigate the way in which 
economic activity was intended to serve the particular ends, and 
the means that were considered suitable from the point of view 
of society or the state. To understand this, it is necessary to 
explain the influence of the general ideas of the time on the 
workings of the economic system. Only such general ideas can 
explain why action was taken in one or another direction. It 
is in this way that we arrive at what is specifically economic'1n 
mercantiIism, what, from the economic point of view, distinguishes 
it basically from earlier or later doctrines. Henceforth the question 
arises of the choice of means for particular ends, whereas hitherto 
only the ends themselves have been dealt with. Now, an economic 
system is nothing but an adaptation to given non-economic ends, 

. so it follows that we have only now reached what is specifically 
economic in mercantiIism. 

Further, the efforts hitherto described arose more or less of 
necessity, forced by the requirements of the state, whereas there 
is nothing which arose obviously or of necessity in what follows. 
A state authority there must be, and this authority will always 
attempt to master particular institutions and to provide itself 
with the economic resources necessary to assert itself. It is true 
that the manner in which it grapples with this problem will 
not always be the same at different times, but the problem itself 
is always there. On the other hand, the economic policy deter

. mined by the prevailing economic ideal, and the conception of 
economic life on which that ideal is based are susceptible of 
unlimited change. 

An investigation into what is specifically economic in mercan
tilism must start from its attitude towards commodities. This and 
the related problems will be dealt with in the third part. The 
fourth part will then be devoted to the relationship of mercan
tiIism to money. The connection between the money aspect and 
the goods aspect is very close, perhaps even closer in mercantiIist 
conception than in reality. These two aspects of economic life 
were thus most intimately related. Yet they were treated differently 
in many respects. The attitude towards goods was taken more or 
less for granted and was hardly ever made the subject of a 
thoTOughgoing analysis during the actual heyday of mercantiIism, 
but only in the time of its decline in the 18th century. The 
mercantiIist conception of money rested just as much on unguided 
instinct, but it was increasingly the subject of lively and intensive 
discussion and so was well thought out and rationalized. For 
the sake of clarity it is therefore essential to keep the two 
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aspecll apart, though we must never IOIC sight of their inter
connectedneu. 

The attitude of any economic doctrine towan:b goods might 
appear to be the ume and too obvious to require mention. For 
one would expect every lOciety to make efi'Orla to provide 
ill memben with u plentiful a ,upply of goode u possible for 
t¥r requirements. When trading with other groupe, it would 
do thil by endeavouring to get the greatelt possible value out of 
the tranlactioD. In other wordI, the interests of the mety, like 
the interesta oC the individual, might be thought to lie in buying 
cheap and ,elIing dear. On clOlCr consideration, thiI Ie _ to 
be merely two upecll of one and the ume thing i for the actual 
payment Cor one', own goode Ie made up of the goode oflOmeone 
e1ae, 10 that if relatively many commoditiea are received in 
exchange Cor ODe', own, one Ie both buying cheap and IelIing 
dear at the .. me time. 

To the ordinary obaervl:r, however, the matter Ie not 10 clear. 
Moreover, economic life II 10 compla that the application of 
thiI simple argument to concrete cuea involva coosiderabJe 
difficultiea. It may be Rid that ~f.u. concentrated on the 
goal deacribed, often with complete indifference to the compli
catioBl involved. AI in other cuea, it .tood ~fttirf in sood 
.tead here that it could, in a _y pec:uIiar to Itaelf', ignore the 
ec:oaomic Ideu of the "natural man". 11Ieae did DOt dare Yellture 
forth in the Cace of' ita doctrines. for theae doctrinea came to 
appear too irTd'utabJe to .tend contradiction. 

A parallel to the attitude of' ~f.u. towuda commoditiea 
ailted In a much earlier period, in the early Middle Agee. What II 
Ulually deacribed u medieval economic: policy it undoubtedly. 
relatively late pheaomeoon, auc:ceedini an earlier atate of aa&in 
in which there _ leD inlUfermce &om above aad greatel' 
economic mobility. Northof'theAlpa, the -.lOcalled medieval 
teDdeocH. _ DOt of' much lmportaace before the 13th 
ceJltury, aad in the Hmsa, lOr _ple. the DeW policy _ in 
Cull swIDf only after 1400. It II diflicult to deteI'miDe how far the 
apparaatly "liberal" order whicJa had pmraiJed aatil thea _ 
the apressioa of'. particular economic: outlook. lOr ita characteI' 
is ftWaled Il\OIIt cleuIy in the _ of' compubioIl wbicJa Kt 
it aride. But It II DOt iDcoDceivable that It _ partly bated 011 

ideu which laW .. advaalqe in the apuasioa of'tnde aad the 
visit of' fOreip madwatl.1 The main apIaIaatioll. however, IDUIl 

, n. .............. ..., ....... A.- ..... --.. c.-_ ......... ,,! • .........,"'_ ..... IWIoo.. ...... 
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be sought in another direction. Deliberate encroachment on 
• economic activity was impossible simply because there were no 
institutions powerful and purposeful enough to identify themselves 
with such a policy. In so far as there was any such economic 
policy at all, it differed entirely from the laissez-faire of later times. 
Consequently, an account of the history of economic policy 
after ancient times need not go further back than to municipal 
policy in its classical, medieval form. 

The first part of the present work has shown, with detailed 
evidence, how vastly important were the medieval towns in all 
aspects of economic policy, and how they retained their im
portance until well into the 19th century. And municipal 
influence made itself felt just as much in the attitude towards 
commodities. But even from the point of view of municipal 
policy, there were three different conceptions of the significance 
of goods, and all three enjoyed a far-reaching and lasting influence. 

In the first place, goods could be regarded purely from the 
standpoint of exchange. This was how they were regarded in 
trade, or rather in middlemen's trading. Where the town was a 
trading centre, this view was decisive. Secondly, even when viewed 
from the standpoint of municipal interests, goods could be 
treated as was natural to citizens who only consumed but did not 
produce goods of this kind. For the most essential of all goods, 
food-stuffs, a town is almost exclusively a centre of consumption. It 
was therefore natural to aim at as plentiful a supply of goods as 
possible without considering the effect on the producers. That 
was' the second aspect. The third was a function of the town in 
its capacity as a produ&tion centre, goods being regarded through 
the eyes of the producer. Production was then considered to some 
extent an end in itself, and the goal of production, the catering 
for wants and consumption, was ignored. These three points of 
view are mutually exclusive, but they can all be deduced from 
the principles of a selfish municipal policy, as we have observed 
in the fourth chapter of the first part. In practice, each of the 
three exercised a wide influence both in space and time. 

The results of all three may easily be described. From the point 
of view of trade, pure and simple, no sentiment, as it were, enters 
scluJf/sguc/UdoU (Tiibingen '9.0) '33-45; cpo the sentiment placed at the head 
of the oldest code of Strasburg, dating from the •• th century: "Ad formam 
aliarum civitatum in eo honort condita est Argentina (= Strasburg), ut 
omnia homo tam extraneus quam indigena pacem in ea omni tempore et ab 
omnibus habeat" (Urlwmlm _ StiiJJischen Verfammgsguchichle, ed. F. Keutgen, 
lIerl •• go., 93). In Italy, France, and England municipal policy proper begins 
approximately equally Iale. 
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into the attitude towarda gooda. Their only function iI to prQVide 
proliuln exchange transactiona, and Cor the rest they are a matter 
of indifference. Next, from the point of view of conaumption, at 
leut In the Ihort view, the aim it necessarily to attract and 
retain the gooda u much u possible. To exaggerate IOmewhat, 
tOO aim may perhaPl be called aluulgw fllr ,1IIHIs. Lutly, from the 
pfl)ducen' point of view, gooda are regarded with preciaely 
contrary fedlnga. The danger then liea In having too much, In 
not being able to dilpoe of the gooda, and In having them 
remain on one'l hands; while the object it to rid oneaelf of them 
u fut u possible. Under the influence oflUch idea there ariaea 
a IOrt off_ qf pds. 

With regard to pricea, too, thOle three aspectl are clearly 
difFerentiated. Commerce deairea neither cheap gooda nor dear 
gooda; it wanta to buy them cheap and aell them dear. Here iI a 
point of agreement with the ~fain outlook, which will be 
illUltrated below in greater detail. In tOO connection, too, gooda 
are an ilIIli/mrtI factor from the standpoint of commerce. The 
conaumen, on the other hand, deaire to procure the gooda as 
cheaply as possible. Their gospel it the gospel of~. The 
ltandpoint of the producen leada to the gospel of -.us. 

Still, if the attitude towarda gooda is reflected In a corresponding 
attitude towards prices, there emergea an important and novel 
factor. It it true that high or low pricea al_ya appear, to the 
untutored mind, as the result or a acarcity or abundance In the 
lupply ofgooda. But ifpricea are expressed by a common mcuure 
or value, the monetary system In reality enten as a new contri
butory factor of the molt far-reaching importance. The demand 
Cor higher or lower prices then lcada to a corresponding ~ 
policy. Here, thcrd'ore, Uti a cloIe relationship betwecii the 
good_ aspect and the money aspect or ecoDOmic policy. This 
relationship will be diacuaed In the barth pan. In CODDectioa 
with monetary policy itaelI. 

The fUllowing expoaitioa _y be coasidcnbly simplified if 
special expresaiom are adopted at the outlet Ii:Jr the three typea 
or _Ie policy jutt outlined. . 

The policy cktennIned by the Inta'eltl oflntenncdiary tnde 
will be called .,. ~ Historic:ally the word "ataplc .. hal had 
a double IMUling. but ODe or ita ~ aDd ia fact the _ 
important, Indicatea precisely the studpoiat which it is hen: takaa 
to characteriae. The ICCOIld ..-aiar of the word staple, wida 
which _ are not. at least primarily. ~ _ from the 
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practice of merchant organizations of creating "factories" or 
commercial centres abroad, on which members were more or 
less compelled to focus their business, without any regard for the 
interests of .the local merchants. In this second meaning, the 
term "staple" is identical with "mart town", and is employed 
as such both in the Hansa as well as in the various English trading 
corporations, the Merchants of the Staple and the Merchant 
Adventurers' Company. The staple policy under consideration 
here was, on the contrary, pursued by the lowns themselves in 
their own interests. 

The policy which has the consumers' interests in mind may be 
described by a contemporary Spanish expression-the policy of 
prouision (politica tk los abastoS).1 This expression will be used to 
include both what is intentional and what is unintentional in the 
policy. 

For the policy dominated by producers' interests there exists 
an expression of respectable antiquity in the term protectionism. 
But it is particularly necessary to guard against a possible mis
understanding on this point. As used in this book the word does 
not refer to the presence or absence of governmental measures 
as such, interfering with economic activity, for these were common 
to all three types. Protectionism here is taken to be the outcome 
of a definite attitude towards goods, the "fear of goods" or the 
"gospel of high prices". 

On closer examination, the three types, in spite of fundamental 
differences, will be found to present many features in common. 
For our purpose, the relationship of both the staple policy and 
the policy of provision to protectionism are of importance. At 
the outset, however, it is necessary to emphasize their differences. 

Finally, it might seem natural to assume that the three kinds 
of policy were always applied to different groups of commodities-
the staple policy to the goods used in the intermediary trade of 
the particular town, the policy of provision to its food-stuffs, and 
protectionism to its manufactures. Actually this was partly the 
case; the staple policy and the policy of provision in particular 
often went together, and indeed this often gave rise to friction. 
In the normal way, however, the towns limited themselves for a 
long time to these two of the three possible methods, so that 
protectionism, in the sense here used, never or hardly ever 
occurred at all in the medieval system. This was due to the 
circumstance, which must be stressed over and over again, that 

• M. J. Bonn, Spanims Nutlerg~ WI1Irrmd ,. PreisreooltdUm da 16. J""'
IuwIerIs (Stuttgart ,8g6) ,.8. 
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economic policy iI determined not 10 much by the economic 
facti u by people'l conceptioDi of thcae facti. Now during the 
greater part of the Middle Agca, thcae conceptiODI did not favour 
a protectionilt lyatem. After the end of the Middle Agca the 
poaition wu completely changed. In thiI way there W&I a break 
between the ltaple policy and the policy of provision on the one 
hand and protectionilm on the other. Protectionilm, u I under
Itand the word he~ W&I a relatively late phenomenon, which 
gave rise to another policy and another attitude towarda com
moditica. 

ThiI mUit by no mcana be taken to imply that the older methoda 
had dilappcared completely before the 19th century. That is 
true neither of them nor of any other elementl of medieval muni
cipal policy, What took place W&I that there &role in addition a 
new phenomenon, which puahed them further and further into 
the background. The new phenomenon is the policy ofprotection 
which, together with monetary policy, reprcaenll the most 
important original contribution of mercanti1iam to the hiltory, 
ofeconomic policy. ' 



II 

STAPLE POLICY 

I. IN;rRODUCTION 

Even a simple economic. ~nalysis must con~ce the merchant 
that the supply and the sale of goods are most intimately related. 
Pure merchant interests have therefore always aimed at guaran
teeing the supply of goods to the particular town or corporation 
to which the merchant belonged, and likewise their sale. The 
underlying principle of the staple policy is welI expressed in an 
indignant description which the electoral council of Brandenburg 
gave of Hamburg's policy in 1582: "The Hamburg people are 
concerned solely with extorting com at low prices and on their 
own terms from the Elector of Brandenburg's subjects, and 
selling it again afterwards as dear as they please." What the 
Hamburg merchants were reproached with was their eagerness 
to secure at the- same time both the purchase and the sale of 
com, in other words, with the fact that so vital a need as com 
occupied their attention only as the basis of a business transaction. 
The attitude denounced here was the same, in principle, as that 
which gave rise in the United Provinces to what has often been 
called the Dutch tendency to free trade, an expression which 
can easily be misconstrued. Laspeyres, the German economic his
torian of seventy. years ago, has aptly characterized this Dutch 
trait in the following terms: "The merchant was a free-trader in 
every respect. He desired no limitation on exports, so that he 
might export as much as possible, and no limitation on imports 
so that he might import as much as possible; finally he- wanted 
no limitation on transit so that he might import and then export 
as much as possible.'" 

In elaborating such a policy the problem could first of all be 
approached purely topographically, as it were. One could con
centrate solely on preventing the goods or the trade in the goods 
from passing by the particular town, that is, on making the town 
the staple (or entrepot) for the goods. This factor is never absent 

1· Schmoller, "Studien ilber die wirtscbaftliche Polili!< Friedrichs de. Gros
sen": VI Die Altere Elbhandelspolilik, die StapeIrechte und -kimpfe VOD 

Magdeburg, Hamburg und LiiDeburg (Schmoller'1 JoIrr6.f. ~,Inmg, etc., 
VIII, 1814) I039.-E. Laspeyi'es, GuehidIk tiIr ooIIcswirtsduiflidlm Aluchotmngm 
tiIr NiMlnliinMr J:.IIT Zeil tiIr IUpublik (PreiJschr. der Jablonowskiachen Geoell 
ICbaft XI, Lpz. 1863) 162. 
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In ltaple policy. To this extent the idea of a Itaple centre as a 
part (If the organization of fo.reign trade, which L .. otherwile 
been excluded from view In this place, may be Included In the 
meaning of the term. And it. waa In fact through the organization 
of Itaple centres in foreign trade that trade·waa drawn to the 
place where the ltaple waa fixed. For this reaIOn the cities usually 
Itrove to become Itaples for the Hanseatic or English trading 
organizationL The aim of ltaple policy in this cue waa served by 
IO-Called JItWiw lTab, whereby the merchants and the population 
of a particular place allowed the merchants of other COUlltries 
and other places to bring and fetch goods, instead of thCDllC!va 
carrying their goods to foreign places and fetching others back. 
Without Uling any kind of compulsion, Bruges employed these 
principles of passive trade In earlier times, in the same way .. 
Antwerp did, to an even 1arger extent, during its unique period 
of prdsperity towards the end of the Middle Ages and in the 
161h century. Both of these towns succeeded in this way in 
attracting merchants from the whole of Western Europe. Even 
In a city luch .. Venice, with its great shippina interests, the 
policy of puaive trade _ maintained for the sale of goods 
coming by land from uansalpine Europe, though in this cue it 
could certainly not be punued without Itrict measures of com
pulaion. The policy aimed at making the city the "place of c0n

tract" (ii_,ll. ~ _nu.) .. it _ called in Venice. The English 
historian of Venice, H. F. Brown, h .. epitomiJed this idea in 
hia observatiou "where the goods arc there the merchants will 
gather". Even a IIIIlIW'ch like Gustav Vasa, who rationalized 
mediC\oal ideas to an UIlUluai extent, p1aced passive trade in the 
centre of hia programme of foreign trading policy, bccallle he 
believed that transactions ctrccted with forcigncn in 0lIl:'1 Dative 
ports meant more advantageous tCl1lll than it _ possible, in 
his opinioa, to ~t before, when "we were always accustomed to 
dragging them (the goods) to their OW1l door-ctcp".· 

• w .... the __ ..... the North I ..... ci&ira ........ i - Ne 
to -. few dUa _ the..- pon.the ............... rn-
A. SdIaoabe'l ~ CIIIIkaiaa.--.,I' ", •. , • ~ 
....... " , ,IiJlI .. _ .... &"-*( .......... ~· 
tf.oadbucIo _ Mi~ ........... G.doidIIe. Mo.ida ......... 
• p), put'. cIoapo. ~ T1IIt ...... ....., to be ...... ia W. Ikyd'l 
duoic -'",.... _. '-_ ....... 1-.(1 t .... ~ po F. 
Ita.,... .... I.pL .~ .... ia It.. SdIoohe'l c..IiJoIr.... ., , t .... 
,....".." ...... ~ .. ' "',.., .... (1-11, ...... ,..; ... 
put' ...... the ... Middle A&<a)' few v-.."..f.id. io _ II-.!" SdI.Iee'l 
........................... .........,ia: W.I-t,IM ....... 
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As a rule, however, people were not contented simply with 
attracting goods to the city; they also tried to concentrate the 
business within the city in the hands of native craftsmen, mer
chants, brokers, carriers and shippers. A great part of the staple 
pplicy was of this nature and this shows how insignificant were 
the free-trade elements, in a general sense of the term, in this 
tendency. 

At the same time the policy could easily be made to serve 
the purposes of the policy of provision, because it was bent upon 
supplying the city with goods. With regard to imports, staple 
policy and the policy of provision therefore went hand in hand. 
They only clashed when the staple policy and the middlemen 
interests also demanded export. A survey of the fate of the staple 
policy gives a c1ear«:r idea of its real nature. 

2. ITS DEVELOPMENT 

Tendencies towards a staple policy were clearly manifest even in 
ancient times. Late!, Byzantium apparently had a fully developed 
staple policy, in connection with state trading. European mer
chants were not permitted to go to the Orient via Constantinople, 
nor were they allowed to trade with one another within the city.' 
From there the system passed to the North Italian cities. 

In North Italy these tendencies were ubiquitous, both in the 
coastal and in the inland towns. About the middle of the 12th 
century, for example, when there were fierce struggles between 
Lucca and Pisa, one of the disputed points was whether Lucca 
had the right to exercise staple rights with regard to the traffic 
from the North to Pisa. It may suffice, however, to restrict our
selves to the two most important examples, Venice and Genoa. 

In 1095 the Emperor, Henry IV, confirmed an earlier treaty 
between Venice and the Regnum ltalicum, at the same time making 
the import<mt provisl!' that his people, i.e. the non-Venetians, 

tier Vor';;;'~iu,ft Vdredigs on tier MriB (Strasb. 11!g7); H. F. Brown, Siru/ies ill 
the HistmY qf'Vmia I (Lond. 1907); H. Simonsfeld, D ... Fond4&o tfej Tedeschi ill 
Venea'igII (Stuttg. 1887) part I.-For GustavVasa,seemyarticIe"Natural and 
Money Economy"" IlIwtrated from Swedish History in the 16th Century" 
(JOUl'7II1i qf &onomi& ond Business His/ot;1 III 1930/31, 10, 16). 

There i. a remarkable agreement with Gwtav Vasa'. arguments in Wheeler', 
T"alis. of 1601, defending the Merebant adventurera (Sg C.); Wheeler attempts 
to show the value of the company's concentration of trade in the u mart town". 

• L. Brentano, "Die byzant:inisehe Volbwirtschaft" (Schmoller'. Jakrbueh 
XLI, 1917) 588; ep. J. Kulischer, AJlgemeinl Wirlseluiflsc.esekidrJ# tIa Milk/, oi,,,, und tier NeuuiI (Below-Meinecke'. Handbuch) I (Mumch and Berl. 1928) 
So. 
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.hould be given the right to trade u far u Venice. though not 
beyooi (lISp' " //til " _ aap/iIIs).' From the bcgiDDing of the 
Illth century onwanU, it wu primarily Genoa which punued 
tbil policy. Its aim wu to become the IDle Raple for what iI 
to-day the louth oC France, and to exclude the citiel or thOlj: 
partl from participating in trade on the open lea and primarily 
the trade to the Levant. In the course of the century, GeD.oa 
extended the .arne treatment to the citiel oC the west cout 
or I taly and particularly to Pia&. The ,tridell measures or all 
were naturally taken against the citiel OIl its own rilIimI. In 
115S Savona. one oC these cities, had to agree to the arrangement 
that~ Ihip bound for Sardinia and Barcelona should set aail 
Crom Genoa, take with it a number or GenoeIe merchants, and 
unload at Genoa on the return journey. '. 

The policy wai not adopted in Venice for another hundred 
years. but when It came, it wu punued with a completenell and 
conliltency that Car outstripped Genoa. It persilted. with little 
or no chaDge, down to the overthrow oC the city republic by 
Napoleon in 1798. Duriug the tint ha\C or the ISth century 
various Venetian meaIW'eI were passed. combiDiDg the aims of 
the Itaple policy with those of the policy of provWOIl. For the 
attempt to hinder the intermediary trade or other citiel went 
hand in hand with the endeavour to provide Venice with those 
flOOd. which it needed itIdC. that is, not merely with gooda 
intended for reaa1e. ThiI interconnection, which hu been referred 
to before, wu alIo to be found in the German citieL A treaty of 
IISO with Fenva cannot be interpreted otherwite. It gave the 
Venetians the right to fetch corn. ~ aDd fish &om 
Fernra, 10 lonr u the price did not exceed a certain amount. 
The same applied to a treaty of 11M with lla--. This city 
_ allowed to adl corn ad Wt to Venice OII1y and to laid to 
Venice OII1y IUch food«ufli.u were brought &om the Mvb 
and &om Apulia. The same twO-w4 upect _ obvioullj pn:sent 
in the prohibitiou of 1136 ~ Ragwa which .- DOt a 
foreign. but. dependent. city. It _ a110wed DO cIealiDgI with 
the citiel of the aorth Adriatic:. GCqIt Cor the purpose ofimponiDc 
Cood«ufli into V~ 

E_ at that period then: _ ~ ap. of the 
notorious Venetian tradiDc IJII-. which took dc6.Dite abape in 
the IeCORd ha\C of the IS'll ceatury. At this poiBl I shall 
coufi.ne m)'IdC ~ a dcscriptica of ill eulier fcaturea. All eDenlial 

• ". ...... II ......... ( .... 1.-1, r.. Sc:MuIIe 7), .......... ,..;we 
IIIIIIrliIIptbtca-a-.......... tbt ...... -_ 
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aspect of the system was to reserve for the Venetians all trade, 
and chiefly trade with distant countries-principally, that,.is, the 
Levant trade. Two different principles appear to have been' 
applied here, depending on whether or not the Venetians believ¢ 
themselves to be capable of entirely excluding competing cities 
and countries. If not they only attempted to attract to their own 
city"the merchanting of the goods brought from the Levant by others. 

The first method was used in connection with a dependent 
city such as Ragusa. In 1232 it was given exemption from customs 
duties on its goods in Venice if they came from Slavonia, in 
Ragusa's immediate neighbourhood. Otherwise it had to pay in· 
creasingly high duties, which varied in direct proportion te the 
distance goods had come. Finally it was only permitted to send 
into Venice a limited quota of goods from Syria and Africa. What 
the Venetians reckoned on here was obviously that the Ragusan 
merchants would not be able to sell elsewhere such goods as they 
did not sell in Venice, or that, if need be, they could be prevented 
from doing so by force. To limit the sale of Levant goods in Venice 
was therefore the same as -to limit the sale of Levant goods by the 
Ragusan merchants in general. If! am not mistaken this may be 
taken as an instance of Venetian policy at a time when it believed 
it had complete .control over a market. With a powerful and 
independent state such as Sicily, or an independent city such as 
Ancona (1264), tactics of the other type were ~mployed. Under 
the Hohenstaufen Emperor; Frederick II, and also later in 1257 
and 1259, Sicily had to undertake to import foreign goods into 
Venetian-territory. In this ease I assume that Sicily and Ancona -
could not be prevented frQln importing goods from the Levant 
and that the next best thing, from the Venetian's point of view, 
was at any rate to divert the goods to their own city. : 

The measures mentioned hitherto only regulated imports .. 
The measures designed to reserve the sale~ for the Venetians were 
even more numerous. Ravenna (1234) and Ancona (1264) were 
to renounce the pilgrim traffic entirely in favour of Venice. 
Ancona and Aquileja (1248) had to agree to import no goods 
into the inland territory reserved for Venice. Ravenna (1261) 
had to give up all direct imports from countries across the sea and, 
with certain exceptions, even from North Italy. Ferrara was 
forced, after its final defeat in 1240, to accept goods, taken up 
the Po, from Venetians o~y (or, possibly, from Venice).· It is 

I Theoriginal has the abbreviation "a VenefU
• This may mean Ita Venetia" 

(from the Venetians) or "a VeneciiJ" (from Venice). In the latter case the clause 
belongs to the next paragraph. 
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een that trade, not the goodIihemaelves, wu everywhere the goal. 
Parallel ,to thil wu a tendency towardl a ataple policy in • , 

,ureiy locallellle-the endeavour to attract merchants to Venice 
Ir to the particular dependent town which Venice wished to favour. 
,"We have already oblerved that Venice IUbecril?cd to the 
lrinciple of paaive trade with regard to the we of goodI on the 
and route. Thil applied principally to Germany, With certain 
~CeptiODl, Venetiam were''actually prohibited Iiom travelling 
~o Germany to adl their own goodI or too buy German products. 
Such tl't.llHCtioDi were all to take place in Venice itaclf (11178). 
rhe relatioDi with _tern Europe were different u regarda 
ooth.'nport and import. ThiI trade wu reserved from the 
beginning .rthe 14th century onwardl for the famoUi Venetian 
plleya. The attitude towards the German trade wu probably 
lICCuioned. by the'con&ampt of the Venetiam for trade by land. 
Their endeaVl¥ln to attract trade to VeniI;e manifested themaclves 
in a large number of other meaaurca, .u.d not only in tile pro
bibition forbidding their own mcrchlllll Iiom travelIin& &enIII 

the Alpa for pui'pQICI of trade. When • Venetian stronghold wu 
£ltabliahed Oil the lOuthCl'1llllOlt arm 0( the Po. ¥archamll, ,'the 
lea calla"), ita ~mander wu obliged to _ that goocb passinc 
dOWnstrc&m were, with ccnain C¥eptiona, aent<CO Venice only •. 
Goods sen" to Veruce, moreover, had to be IOid there. The 
chronicler and aid, Salimbene, who wu bittcrlJ;hoatile to the' 
Venetians, wrote -towards the end of the 13th c:cntury: "If a 
merchant brings hill (Iooda there to be 1OId, he cannot take them 
back with hilll. for he iI compdled to ICll them there whether he 
will at no." A law of, to my mowlcdge. alater.daaelaid down 
more prcciacly that two-thirda of the' cugo carried 'by" a ship 
putting in a, Venice was to be llQIoaded there. Trade in VenetiaJp 
territory outaide the city proper wu, generally spca1r.iDg. Iikcwiae 
forbidden. Certain favoured. dependent cities. however,'_ 
gtantcd ataple rightl, IOIDetima with aurprisinc lad: oI ecruple.· 
The patriarch ofo Aquikja, t:.f. ia 1148, had to pledge himIdf 
to fdeb no "iDe from hill own territory of Istp\ withovt"~ 
porting it 6nt to the VCIIIttiua city. Isola. It _ DOl 1rithout 
justificatioll that SalimbeDe said of the Veaetians, ~ are a 
reedy and atifI'-accked people ••• they ~ gladly subject the 
whole world to themIelvca if they could. brutally do they tn:aI 
the merchanll who come into their hands. ... 

• Sdonbo" -Die ~ 4ft --..-... (' ... , f __ ..to 4ft 
Noidan" ("...... .t~ CJ. .,..e) .... -For s..Jia>boM: ~ 
II ,.-.(.....w..~ ..... -,...~ .. ,....,,.,..... 
III ~). . ...... 
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In the German cities, essentiall, the same tendencies were 
present, although political and economic factors afforded them. 
less scope.' Their ambitions were usually much more modest 
and most cities were concerned with the trade along particular 
routes, mostly along the great rivers. There were therefore not ' 
so many' possibilities of further development as in Italy and 
especially in Venice. The very geographical situation .of the 
German cities made a vital difference and was, in fact, obstructive 
to economic expansion. The geographical position of the ltalian 
cities gave them far greater potentialities for intermediary trade 
and they could therefore gain such trade much more easily and 
without strenuous acts of interference. SituateS· as they .were;. on 
the coast, the Italian cities were usually at the en!L{)f'the route, 
whereas the inland German cities were-.situ~ted somewhere along 
a route which in the normal '!tay passed OIlP In ;v eruce and Genoa 
all that the compulsory. staple often mea.llt was ~at they be
came j51aces pf unloading and sale instead ,of Q.tqer cities, while 
in ColQgl1e and Vie~a it !lleant that tlie' goods i!ad to be un
loaded there 'additidtuJ.lly. Thll. 'compulsory staple (Ii the German 
cities therefore l"d'to enti.relYslolperftlSous unloadi~s and tran
shipments. It forcibly-I;reated an tlll.neC'eSsarY intermediary"trade 

, which :Was "hardly' 'the case i,a. Italy; Thla. d<fmaging effect o~ 
pam~1's . trado, however, was obalanf:'ed by tlie fact that no 
GermaIJ;' cities-had the same politicaJ opporttlnities or-enforcing 
their power unscrupulously as did the.strongest bfthe Italian cities . 
• Every German city with ~~aple riglits thus ''''\tempted'to appro-

, priate to"'itself ..... much or'the up- and down-strealll traffic as it' 
·t:ould, and ;in the city' itself'the 'gollds wer6 tpen retained ,in' some . 

• ·'.1J>e ~taple.'P9lqOf'a,.; GerixJan'"itt4bU·beer, doalt With ;i. n~01D 
works. 'Here fOllow.ODIC treatUa bp"ging together ibc fnore'i"'~rQ.nl faeu:. 
M. Hafc;manil,:Das Staftelr~:.dne mhMliistori.relre Ullkrsudrung (Lpz. 1910'; 
Father'mechanical) i" W. Stieda, Art. "Stapelrecht" in Hatldwirlerbudl tUr 
~lIJatswissmsclulfl!n'~ (VIII 80811".; diseonnected facts) ; Schmoller, "Die 
illtel'e E1bbandelspolitik;".etc,. (see note I'above) ; W. N;uxh!, Dt1Itsche stiiJtische ' 
:GetteilUhomklspolUik ""'" 1S,';"17., jdhr/omderl lIIit 'besorukrtr BtriidrsichJigung 
SltliinJ...J Hamburgs·JSchmoller:. Fonchungeu VnI: ~;Lpz. '88g; neither 
profound nor incisive in judgmeat; ,but $""phic); W. Stein. BeiW4ge = pes: , 

'ehiehJ4 tUr iImlschm H_.'6is /P1I dU Milk ties, 15. Jabrhtztukrls (Gieuen-lgoo; 
. S!Hi8; thorough).; E. )J8eDeU''-well-informed work IN BliJltuU tUr DtuJsdIm 
HtJ7lSt I-II (BerL 19o5~) i fl. "Rachel'. instructi'OC' essay, "Die Handekver·' 

1'asoung der Norddeutsc:&en Stlidteim 15. bit lB. Jahrbund8rt'~ (Schmoller'. 
jabrb. f. Gulkgeb; etc; JOOOV. 1910} gSa-I"4-5; B. KUlIke, "Handel ttnd
Handelspotitik' am '~ieder,rhein yom 13;, bis '16. JahrhUndert" (Hansis,'" 
Gest:kidlbl1lii.tttr J909) 3,8 f., 525 u..c..sec a40 E: Arup, StuJIm i'inge!d og !1sk 
"-leis hisim. §§. a9S-306. '" , ' " 
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way or othOl: for the purpose of providing the citizena with 
trading profitl of varioUi kinda. These attcmpta took variOUI 

forOll. which need not, however, be dealt with leparately. They 
were all an eitpreuion of one and the l&1lle principle which hu 
already been developed bere in I\lfficient detail. It. the foregoing 
account IhoWl, this principle consisted primarily in puventing 
goodl, .. t all COIta, from going put the city. In this way the 
mobility of goods ·wu tied"'doWD. One drastic example should 
make thil poiat dear. Lllnebutg w .... aituated lOme distance 
from the tq(de route .\Ohich it dominated, and until 1538 it went 
10 tar u to torce goodl travelling up the Elbe to u_ 1M rizIn. 
They hlRl to be loaded on to w&ggOna and to be carried by land, 
even to luch~pla~ If Magdeburg that were aituated theOllelvea 
on the Elbe. EveD jf. the Itaple lay on the route itae1f, the com
pulaion _ no leas but'tlclllOme. In 'larioUi cities, IUch u Frank
fun-an-der-Od.cr alui, Hamburg, ~ere compelled to go in 
a direction qppo.rI~ ta.thpr intended deatiDaticm. In othei words 
they bad t'O )(IIVe!''Ptream 10 t~e Itapl~city, were thin per
mitted to,C'etlll1h'and follow th. ~une dowdttream. ThiI 
pracli$:e of dtawm,. the pxlf i,n~)1ia city ~JUPplemented by 
the fatt'that they weie-fon.ct"lo mnatn ~ a time in .tie City, 

'\&IuaUy threcr s1aj.a' (tirri ~ u it wD olted"'ta1led) , 
10 that th~ coUld be soJa, Frequently this was done_~ 
tho ,good, were alteadf aold and were merely ~ jIle citY 
on their way t~ihel-pun:hucr. III any cue, • rebIdigg was' 
IIsuaily pracribed ud everl then theJ'preign merchant was oftcop 
Jlet a\lowe4 to .cQIltilllue .tJte t~rt· of _~ eveD. if they 
ftmai~ \11W11a.(;ri'~~ .... <, ~ . ., _ .1.' • 

. The c.t'JI\Il.t pain" ~rdto 'WO·.otdcil\~ tuple ~ 
willllhiatr&r.e ~ii AU1ha.' ~'. iLap1c.·~tO ~. 

,,td"t!lo Viellneae n...ucfllal a.,.. ~ ISIIN, rQfbade 'tIICI'tfWlta d' 
: Swabia,fR~burg and l'uaau to tra~= ... \hei)~ 
·.to.}{UIIlWY aed ordered them So ae1l their- ' to ci~ 
ofVi~' Thl! ~ ~~.' .. tap1o warbucd OR'. 1'-..... . • . - • '.10 

• ·.";'ord~'oia..t," d.Gt..t oft.;.,....IIDs~cd.~· 
• __ t dIIp. • ,Cllliapu\-."Io. ~ a-w.r""- wri ............... 
.. ~ ...... 1IIIl\1Il ... _cl. ...... _be ..... iaqQi .. __ 

-u.c ............ ,.-.~-oIiftaiac·---. ..... IdIQiaIaInai ..... aiIiaarJ ...... ~-..~ __ Ii- ID ....... 
~ .. " .. '. ~ ... " .. , ... ~. "._",;. '....... ., 

• ... tWlich ..... ~ ~ ...... baui-a..tl.·tuma~ __ ' 
.... -m ........ in.\..' ......... ,:, •. ~ ....... c ............. _ - ......... -~ ............ --......... -
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charter of 1259 from the Archbishop of Cologne. This decided 
that the city was to be the boundary for trade in all directions. 
Merchants from eastern parts were not', permitted to pass the 
Rhine, while people from Flanders and Brabant who came across 
the Maas, and other Low Germans, had lijtewise to remain on 
their side of the Rhine, and also were not to travel up the river 
further than Rodenkirchen. Finally, South Germans, from with
out the archbishopric, were not to travel doWB the Rhine further 
than the last tower of Cologne or the village of Ryle (Riel).10 
It is true that this could hardly have been enforced •. 

The staple policy ofthe Hanseatic League, and of the Hanseatic 
cities during the heyday of the League in the 15th "century, 
deviated somewhat from that of the other German' cities and 
approximated more closely to the staple policy of Italy. This is 
.quite comprehensible, because the position of the Hanseatic cities 
in the Baltic had many points in common with that of the Italian 
cities in the Adriatic.and the Mediterranean. They pursued a 
very elaborately drawn up monopolistic policy, ))ut it would be 
superfluous to labpur the description further, fqr it contained 
nothing essentially RoveL The best "examples appear to l>e the 
Prussiall. and Livonian Cities, particlllarly Danzig and Riga. In 
the first place they endeavoured to cut off the inland cities from 
any 'direct connection with the Baltic and to deny all other cities 
access to. the-inland markets. Novgorod; in fact, could only be 
visitecl by tnembers of the Hansa. ThJ: Hansa itself even went so 
far as' tp attempt to exclude the Dutch from sea traffic to the 
Livonian coastal1:owns. A very 1:har~cteristic. expression of this 
'tendency was.the fact ~hat the Dutch and the South 'Germans 
wereTorbidden to learn Russian.' , ., " . . 

, M inter~ting development arising'from the staple (!ompulsion 
common:rn the north German .ci.ti.es waS th. "division of cities" 
in Sweaen;-which has already been mentioned in another context. 
The two traPmg ordinances of 1614 and 1617 were chiefly re
sponsible for the !eparation of all citieS mto two categories, staple 
cities and inland cities (uppstiitler). Only the former had the right 
to trade with foreign countries, and they alone might be visited 
by foreigners. The inland cities were directed both to futpcnt and 
export by way of the.staples. Charles IX, the father of Gustavus 
Adolphus, wanted "to develop this idea much further. According 

-to hini (1595 and '1607) Stockholm was to be the only Swedish 
staple in the Baltic, so that 'all the foreign trade of Sweden and 
F~an~ with the except,ion of that part of it whic1t could be sent 

10 HtmSi.rdru U,~h I (Halle 1876) No. 523. 
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via LOd&e on the west cout, wu to be monopolized in the 
capital. In IUppOrt of bit idea he referred explicitly to the example 
of Danzig and Lubeck. To the great chagrin of iu originator, the 
idea wu not carried into effect, although Norrland, the northern 
part of Sweden, and Finland were referred to Stockholm for 
their relatiolll with foreign coUlltriea, by the ao-called Bothnian 
trading reatric;tion, whOle origilll went back to the Middle Ages. 
Tbit ayatem of regulation in Sweden. which peniated for aeveraI 
hUlldreda of yean, it of theoretical intereat becauae the ataple 
policy, which almOlt everywhere e1ae wu expreaaed in privilegea 
of varying ICOpe for individual cities, wu here elaborated into a 
uniform lyatem for a whole COUlltry.ll 

With local difl'erencea, the ataple policy occurred in diven 
countriea and in varying degreea. Maneillea in many reapecu 
adopted a poaitiOli reaembling that -of the Italian citic:a. It wu 
IUpported in tbit poaition by the French monarchy and parti: 
cularly by Colbert'l deliberate and intallive efforta. It. aaecondary 
Itaple city for tile Levant trade, Rouen ac:quiml a aimilar though 
not 10 important a poaition. The inland citi.ofFrance employed 
the tame lyatem u the Cenqan. In the province. of Poitou, where 
wt _ produ~m, the wt _ held up on ill _y to the coat in 
every lingle cit,. and Ibreed to be Qff'ered fot Ale'Oll tlIe tpot. In 
the Netherland .. Ghent', poaition u a .taple for corn call1ed 
much bad blood even in the middle of the 16th century, on 
account of the laclr. 9t acruple with which iu poaition -. main
tained. Brugea, too, punued' a .taple policy for mooopoliatic 
enda with (he greateat ~during iu later, and in fact muclJ 
weaker. epoch. Theall ~ only iaolated _plea of a policy 
common to _t Europeaa COIlIltriea.11 •• 

. Nc:verthcleaa there _ 98C importanr exttptioa to. tile ~ 
rule-Ellgland. Staple policy ill the COIltiDeDtal-. "the CODCaI

tration of trade in p.rticulaI cities, ~ there in ~ Middle 
Agea only ill the forma already diacuIIed in COIIDeCtion with the 
tradq companic:a. .Compared to the firm hold of the policy OIl . 

moat other COIlDtries, thia -. practically insignificant. 1'Jle 
Cltplana1loa is that in Ellglud the citiea Weft far lea iDdcpeDdeDt. 
in re'-lion to·. atate authority, thas theJ were OIl the COlI-

.. ~, ..;..is. ...w.' .. ~ ........ (Hio&. 
.......... L.~) ... OS ............ I.,.' . "......u.s ... a-, W- JIj& • _ J-. .. It '-_ 
I'/' ... ')" .,... ."" .66 .. ,.....-I'biIIIot, • . 11, 0..--. • 
.... ~ II., t-Gla.l: ~MoI. ...... U' J6s t, W' ••• 
............. Ii- aIooftioo;Cp. N...w ~ 
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tinent. England's insularity, moreover, prevented her, unlike 
Sweden, from adopting from the continent forces leading to 
disintegration. 

At the same time, however, we have the paradoxical phenomenon 
that England of all countries, in spite of the fact that a staple 
policy in the medieval sense of the wdrd never really obtained a 
footing there, yet elaborated and preserved the last and most 
important branch of all staple policy more tenaciously than did 
any other country. But here too English idiosyncrasies manifested 
themselves. The primary object was not so much to favour one 
city or another, but to make the country as a wlwle the staple for 
the most desired commodities. This was the idea behind the Old 

. Co!pqj~-.System. It originated in Spain but experiencedlfs 
greatest expansion in England. 

t Spain kept jealous watch to make sure that all trade with her 
\ colonies was reserved exclusively to itself. In fact it even directed 
this trade via a particular city, first Seville and later Cadiz, where 
it was kept in the hands of the notorious Casa de Contratacidn. 
Basing itself on this practice, England employed the same methods 
from the outset in its own colonial experiments. John Cabot's 

_ charter of 1496 already mentioned Bristol as the port for the 
voyages of discovery. Corresponding regulations were later 
repeatedly passed for a large number of companies, usually in 
the interests of London, as already. pointed out in connection 
with the trading companies (I, 432). This may perhaps be 
regarded as pure staple policy, for individual cities were thereby 
favoured. But inuch more important was the form which the 
policy assumed in the country as a whole.18 

In letters patent for the East India Company, issued in 1615, 
it was hopefully suggested that the. "staple" for East Indian 
products was henceforth to be in the home country. In 1636 it 
was suggested, equally hopefully, that the staple for colonial 
tobacco should be concentrated in London. The decisive step, 
however, was first taken by the Navigation Act of 1660, which 
became the fundamental basis of the Old Colonial System. 
According to this Act the colonies could send their most important 
products, the so-called Enumerated Commodities, only to the 

18 Spain: Haring, T,atk tmJ Naoigatim "'/ween Spoin tmJ "" India, 3, 9-15 II 
passim.-In the Dutch colonial system Batavia occupied a position which 
_is mutondis WlII reminiJcent of that of Seville; ICC, e.g., Laonoy and van 
der Linden, HUt. til 1'lXpansimI eoI!miok des peupla _opktu II 259.-John 
Cabot'. charter: Foetilra (ed. Rymer) O.XII 595 f., repro in Tudor Eetm. DD<I. 
II 9 If. 



STAPLB POUCY 71 

mother country. By an important law paaed threIf yean later, 
actually called the Staple Act, the lIUIIe wu ordered with regard 
to the export of European goodJ to the colonies, with the express 
purpOle of "making thia Kingdom a Staple DOt ouly of the 
Commodities of thOle PlantatioDi but alJo of the Commodities 
of other Countries and Places for the lupplying of them". 

In all European countries poa...mng colonies there were IigDI 
of thia policy, but ill Iut great impetlll wu provided by the 
Engliah meuures at the time of the Revolutionary and Napoleonic 
Wan. The bali, of the Eng1iah tactiCi wu an iDltruction of l,gB, 
later elaborated in the Engliah Ordel'l in Council of 180" which 
were the counterblut to Napoleon'l Continental Decrea. By the 
Ordel'l in Council, all neutral ahipl were commanded to put in 
at an Engliah port. One of the objecll wu obvioully to make 
England the ltaple for all colonial merchand.Ue. In many respecll 
it II certainly lignificant that England brought to fruition, in the 
form of a national monopoly, one of the most powerful tendencica 
ofmunicipal policy.l. 

The quotation at the beginning of thia chapter, conc:erning 
Hamburg'. ltaple policy, CODveya in general the best idea of the 
nature of staple policy. The endeawun of the Hamburg mel'

chanlJ, which 10 incensed the electoral council of Brandenburg, 
were none other than an expression of that ~J";" principle 
or buying in the cheapen market and IelIing in the dearest. No 
doubt the .taple policy would have beea abhorred by adherenll 
of ~.foirr, for it cn:ated lIIOIIOpoIies both in buying and 
telling: and thUi the tradera were able to buy Ifill IDOI'C cheaply 
and aell Ifill more dearly than would have beea poaible under 
me trade. In itae1f thia difl"eraace ia catainly IIlOIt important; 
but it doea not alter the fact that the attitude or the It&pIe policy 
towarda gooda _ the aame u that which dominaIa all ccoaomic 
activity under lift trade. According to ita JII'OPC*d aims. the 
ltaple po1iq CODItituted a IIlOIIOpoIy for the beDefit or the pani
cular ataple locality ., • ..w.. The proita resulq from the 
measures did not ~y pall from ODe ITOUP or ci"- 10 
&IIOther, but were a _ to two &nJUpI ...., the city, Le. the 

.. Lotw.16Is:pr ..... "'-,, ..... w.~( .... ....... 
,,~).,... Sa .1""......,sia ... O'W;'" ...... ~ 
-t-~_; .............. wiII ... Iae ........... "..., '95-
197 It, -. lICI50 SUo ,." _-Na ........ 114 • lliIio, I. Cor. II e. I' 
S "" 19--&apio:Act: ISCw. De. ,k--o.don"o.-.:;a, A. T ....... .,..,,,....,,.s.'-... ,.... ......... - ..... ~<L-L 
lin) U 13SIt,~. ""'~~~a:.. "3>'-
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merchants who were forced to sell to citizens of the town where 
they might have sold to others at greater profit, and those who 
were forced to buy from the citizens where they might with 
greater advantage have bought from others. Within the city 
itself, in theory, no industry was prevented from developing as it 
might have done under free trade. Trade within the city was 
carried on in such a manner that every person engaged in it 
derived the greatest possible profit from the common monopolistic 
position of all the inhabitants. Compulsion only applied to extra
urban trade. It follows that the staple policy had a different 
position in principle from the policy of provision and the policy 
of protection. The two latter wished to remould the industrial 
life of the city itself. They wanted to encourage some things and 
hinder others, which larger or smaller groups of citizens con
sidered desirable in their own interests. 

If the staple policy crippled wh~t is usually meant by economic 
progress, it did so through its influence on economic life outside 
the town. In this respect its effect was probably many times more 
powerful than that of the other types of policy. The natural 
function of trade, to cater for human needs, was obstructed to a 
particularly large extent by the staple policy. Certain of its 
features which make this very clear have been omitted in this 
exposition. Thus very frequently the reason for a particular 
measure was merely the desire to cause injury to competitors and 
political opponents, even though the staple city itself stood to 
gain nothing definite. Staple policy was very often used purely 
as a weapon of the policy of power. The host of staple privileges 

. thus became, next to the hopeless state of the tolIs, one of the 
principal factors in the economic disorder of central Europe, 
although toll confusion must certainly be regarded as the most 
important among them. 

If economic activity in each country as a whole, especially 
Germany, suffered through the staple policy, there were certainly 
also many cases where this reacted on the staple cities themselves. 
The cities might frequently have found themselves much better 
off had they never enjoyed a trading monopoly at all; at any rate 
this is in many cases a justifiable presumption. The Belgian his
torian, Pirenne, for example, has shown that Ghent did not 
flourish until it lost all its trading privileges, so oppressive to the 
rest of north-west Europe, after the insurrection of 1539. Similarly, 
the German historian, Gothein, has attempted to show, in con
nection with the Rhine cities, that Cologne and Mainz with 
their numerous staple rights must have experienced an almost 
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complete decline in trade in the 17th and 18th centuries, u a 
direct result of their privileges. In the place of thiJ trade there 
came .uch a mere handling of goodt u wu felt to be limply a 
burden to trade. Frankfurt-am-Main and the toWDt of the 
Duchy of Berg on the other hand became important centres of 
trade without having any .taple righlt whatsoever. II 

III principle, however, the .taple policy from the point of view 
of the intereslt of individual cities could be regarded u consistent. 
A certain modicum ofmonopoiittic power, unot pushed too far, 
might have provided many a city with beaefilt which compen
.. ted it for the diaadvantages ariaing from the general deteriora
tion of trade u a whole, though it II extremely probable that 
they Utually over-reached themJelvet. • 

So CONNECI'lON WITH OTHER. TENDENCIES. ~ TREATMENT 
OF MMUCHANT-STRANGER.S" 

Although the staple policy wu distinguished in principle from 
the policy of proviaion and protectionism, thiJ does not mean 
that there were no thread. 1inking the former to the latter. There 
II certainly an obvioUt coaaection between ltaple policy and the 
policy of provision, u hu already been touched upon and will 
be diacUtied again. But at thiJ juncture it II of lesser importance, 
for both the policy ofprovision and staple policy will be regarded 
here chiefty from the ttandpoint of their importance to the 
policy of protection. The primary question ia, then:fore, whether 
there it any CODDection between ltaple policy and protectionism. 

To reply to thiJ question we mUtt DOW turD to a ltudy or the 
treatment of "merchaat .. trangera", what wu called in Germany 
c.strrdl or ~ II Such meuurea were the pri.Dcipai 
meant of praerviag trade in the haadt or the cities' burghen. 
The ltaple compulsioa COIIfiaed i~ in fact. to binding the 

'" PI_ ".",. • ..".. UP I., t-&. Gadoda. "Zur Ge:oo::Iair:hIe .
IlIooi-'>iftlobrt" (w .......... .c .... XIV t8gs) II$L 
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........................................... --(1601. ............ 
"-'rtW ~ ,..e1Q. 
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trade to the city. These laws were therefore an almost indispensable 
supplement to the staple right itself. 

It is difficult to detennine the age of the legislation against 
foreign merchants with any degree of precision. Regulations 
regarding the visits of strangers probably have their roots far 
back in the past. However, there are certain indications, at least 
in Germany, that conditions of greater freedom preceded 
the staple policy itself both here and in other spheres. It is 
tempting to assume that the restrictive policy originated in 
the Levant, where complicated measures, actuated by mistrust 
of foreign infidels, are to be found in large numbers. But the 
material hitherto investigated provides no ground for this 
assumption. The Italian regulations concerning strangers' rights 
appear to be comparatively recent, hardly older than the 
end of the 12th century, but at that date there were already 
instances north of the Alps. The oldest charter known is 
probably that drawn up by the Archbishop of Cologne in 
1103 for the merchants of Huy and Dinant in the city of the 
archbishopric. The charter Libertas Loru/oniensis (or civilatum), with 
its unusually detailed and informative clauses relating to strangers' 
rights, is dated by its most recent publisher, Liebermann, between 
1133 and 1155.17 From that time onwards, the new laws against 
strangers grew steadily in importance, and were intensified both 
in Germany and in Italy in the course of the 13th century, in 
close connection with the development of the staple policy. The 
Hansa did not acquire any laws against strangers before the end 
of the 14th and the beginning of the 15th centuries. 

In spite of all variations in different cities and in different 
periods, the basic features of the rights of strangers were every
where alike. 

In the first place attempts were made to institute careful 
supervision over the whole life of the "guests". They were per
mitted to live only with specially prescribed "hosts" or in a 
hostelry reserved for them. The Fondaco dei Tedeschi, the hostel 
for Germans in Venice, is the best known example of this kind 
of internment. The regulations there were amazingly strict and 
at night, for example, the foreign merchants were kept locked up 
in their hostel. The guests were also often compelled to carry on 
business only through a native dealer, in Italy known as a Sensal, 

17 The document· of 1103: HtJllSisclw U,IcutuImIJru:h III No. 6g1.-Libtrl<u 
Londonimsis (previously often connected with the "LaWll of Edward the eo... 
fesser") : Die Cueto tier AnceistIdum, eeL F. Liebermann, I (Halle 18gB) 673 If.; 
cpo III 351. 
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while at an early date there emted a more extensive prohibition 
agaiDit Itrangen trading with one another at all, or in general 
traDiacting any re-nle. Rwale wu already expreuly forbidden 
in the Libnlal Lollliollinuil. 

The clause of the Viennele municipal law of 11111 mentioned 
above already decided that merchant. were not to Iell goocb which 
they bad brought with them to Itrangen, at lealt not outside 
the annual market, but only to citizena of the town. In addition 
Ilrangen were excluded from retail trade (wholel8le trade always 
enjoyed greater freedom), u well u from direct purchue from 
producen and from trade outside the town market. The HaBla 
went much further and prohibited many other form. of co-opera
tion with the foreignen, IUch u entering into parmenhip with 
them, providing I'reightl for their lhipl and 10 on. A particularly 
important extension of the re.trictioDi wu in many re.pects the 
prohibition In Vienna, toward. the end of the Middle Ages 
(1.81 and 1500), forbidding the mercen of the town from Ielling 
good_ purchued from Itrangen outside the period of the annual 
city market. The idea here wu to limit the competition of im. 
ported goocb with thOle of native craftsmen. Furthermore the 
period of IOjOum, the time for which Itrangen were allowed to 
remain in the city, wu usually limited. Finally there waa a 
lpecial Iystem of juriadiction for Itrangen. 

ThiI lOmewhat detailed description of the laws against mer
c:hanwtrangen thows that they were a necessary IUpplement to 
the ltaple rightl and aimed chic:8y at reserving intermediary 
trade to the citizena of the toWDI or, where thia wu considered 
for lOme reuon or other impoasible, at leaat at interposing a 
citi.en u middleman in any dealinga between Coreignen. 

Oil the other hand it is equa1ly dear that theae IaWl in -m 
of their pa~riptiODl went JrtnIwr than the ataple IaWL Un
doubtedly the aystem largely originated ill the misuust of the 
at'tiOlll of all 1trangen.1a But the IaWl ipinat IUUIgaI were DOt 
entirely made up either of thia or of the teDclcDcy towarda ataple 
policy. The rqulatiODl were obviously inteDded to limit DOt 
only the competition of Coragu men:hantl with the native in 
intermediary trade, but abo their buyinc aDd aelliag .. IJw rig 
i&s.lf. Even though there is only a amall and eMily comprdaemibIe 
Itep from ODe to the other, • CW1OI"f .... minatioD. is mougla to 
mow that it had f8l'-ftllChin& -x ~_ 11M: 

• " ................ 01 1M .a-. two ....... -.w ......, _ 
......... wiIIoaoat ~-......,..(.WIIeJ .................. .... 
.... HUIto - n.o. u .6t), 
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measures against foreign competition in intermediary trade hit 
only the foreigners-buyers and sellers outside the city-to the 
benefit of the city as a whole. But the only people who profited by 
the exclusion of the foreign merchants from competition in the 
trade within the city were the merchant classes of the city, and 
their profit had to be paid for by urban producers and con
sumers in the form of higher prices which the native merchants 
were able to demand for their services, once the foreign com
petition was excluded. In Sweden, for instance, there was one 
example of this legislation which caused considerable bad blood, 
the monopoly held by the merchants of the staple cities for the 
export of Swedish bar-iron. Foreign agents were not allowed to 
penetrate to the iron districts at all. The monopolist profits which 
accrued to the native merchants obviously had to be borne, at 
least to some extent, by the ironmasters, a fact wtllch they 
of course never failed to point out. For the same reasons 
English landowners during the Middle Ages, since they were 
also sellers of wool, were opposed to the anti-foreign laws. In 
the same way, of course, consumers in the towns had to pay 
higher prices in many cases where competition in retail trade 
was restricted. 

If protectionism is conceived broadly so as to include any 
interference in favour of one social group at the expense of 
another, then these laws, too, certainly had a protectionist ten
dency. But if the question refers to the particular views on 
economic policy to which the word protectionism has here been 
confined, that expression becomes misleading. For then the 
deciding consideration is not the tendency of the policy to deflect 
economic life from the course it would otherwise have taken but 
the attitude of the policy towards goods. From this standpoint 
there exists even in the cases last mentioned an essential difference 
between staple policy and laws against strangers on the one 
hand, and protectionist policy under the motto "fear of goods" 
on the other. The laws against strangers, in other words, were 
certainly a system of protection for tratle, but not for goods or 
for production. The investigation must therefore be carried 
further if we are to determine how the laws which favoured 
native as against foreign tnn'c/umls developed into a protectionist 
system which put a premium on native as against foreign goods. 

It might be thought that there was but a small step from 
the fear of foreign merchants and their harmfuI competition 
to the fear of foreign goods. Actually the distance between 
the two was considerably greater, and the reason Jay in the 
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general economic attitude towarda goodJ, which could only alter 
rradually. 

That the problem ia not 10 limple u one might, at fint glance, 
be inclined to believe may be IeeD, for example, from a letter 
patent of King Wencea1u of Bohemia regarding the combined 
citiea of Prague (A1tatadt and Neustadt). Thia letter defended 
the ltaple and gueat regulatioDi of the two, united citiea on the 
ground. that the citizeDI bad recognized how the citiea "could 
lufrer and for a long time bad luffered IIIGI!l' ~ tIM 
t.s.ru becawe Itr&ngerl from all countriea had brQU8ht their tied 
and untied goodI to theae citiea" (my italics). At fint light it 
appean u though the avenion to foreign goodI ia here clearly 
expreued, but a further Itudy of thiI document reveab DO ground 
for thiI belief. For the later clawea in the letter prescribe that 
Itr&ngerI who IOjoumed in the town at leut five daY' were not 
to be permitted " ~ IMir ,..u ~ jrtrl/IIT. And tbia appe&rl 
to be in harmony with the reference to both ''tied'' and "'untied" 
(It,.,." _Ii,.,.) goodJ, for the lint oftheae two typea of goodJ, 
not being unloaded, _ unable to compete with local product .. 
If the quotation ia taken quite literally. it ia not the goodI but the 
IINIIIm who cauaed the damage in bringi.Dg the goodI with 
them. The mOlt that might be laid iI that the reference to the 
goodI brought by the unwelcome Itrangen alIOWI another 
concluaion to be drawn; but _ that is, to aay the leut, UIlCertain. 
It iI mOlt probable that the ill·wilI _ dim:ted only ~ 
competing mercbantL Similarly in a contemporary document 
of the Priory of Sle. GenmM iD Paris, foreign mercbanta who 
were not gueata of the moautery were forbidden to Kll IUch 
clothl u they bad brought with them. units they bad come there 
by accident, during a vilit that _ to Jut DO more tIwa ~ clayL 
Here again the prohibitiOla _ dim:ted not agaimt the textile 
goodI tMl1IIel-. but agaiDIt their we by IUch foreign merdlanta 
who mnained too 10lIl iD the place." 

• fncue: "uIIiwni_ em- - ...... em .... l'nca-ia ..... -
a-_dYi~ ........... -..--.....,t q-cm- __ 
~ ................................. ---......-....... -.............. wriI.---. in ..... _ .... ~ 
(- ill dicaoa) ciYi_ ..w- ... --. •... Ii (clidi 
..... 1eO) ................. ill ...... ci¥ita&i .... --. I>IK ....... _ 
-m-ia clioI ..... _ ............ YiN • __ ••• ft _ 
dicta _ . i'...u- _ ~ -..-.. ___ , lIIooIdI 
Jt. , t • _ ...... _ ............... I(I'nII-I .. 5J,~ 
.. IlaI:IMi t. _ SdIoIIDe" ....... .n-__ ..... ........ 
~ ......... IlIa._ .... Ia., ......... ie ____ : 



78 MERCANTILISM AS A SYSTEM OF PROTECTION 

These examples, therefore, show that we are still dealing with 
protection of trade and not of production. The same applies to 
the practice of medieval toll policy according to which, in the 
large majority of cases, toll had to be paid only by strangers. The 
further motive seems to have operated, that strangers were free 
from the other municipal burdens which rested upon the natives. 10 

But it is obvious that this did not lead to any protection of goods 
as such. 

Laws against strangers were most closely connected to municipal 
policy as a whole and thereby obviously also to the gilds. So long 
as this connection was limited to the merchant gilds alone, the 
protection of goods remained as far off as ever. It was only when 
measures began to be taken in the interests of the gilds against 
foreign crtiftsmen that the protection of goods was approached. 
Foreign or rather extra-municipal goods could be brought into 
the city by native, just as well as by foreign, merchants. But if 
foreign craftsmen were excluded, this undoubtedly reacted on 
the supply of foreign goods. The two points, it is true, do not 
altogether coincide, and measures against foreign craftsmen are 
not quite identical in effect with measures against foreign goods. 
However, there was a very close connection between them. By 
means of their regulations against foreign craftsmen, these 
measures paved the way for the protection of goods. 

There can be no doubt that they actually did have this effect 
in many cases. Both kinds of regulations, against foreign merchants 
and against foreign craftsmen, occurred explicitly side by side 
in the Liberlas Londoniensis. The example concerning Vienna is 
perhaps even more significant, where the native mercers were 
prohibited from selling outside the annual markets goods pur
chased from foreigners, so as not to injure the monopoly of the 
native craftsmen. This apparently obvious outcome of the laws 
against strangers, however, was slow in acquiring so great an 
"Schon in der Einf"uhnmg der Waren selbst wird alBo hier die mogUcherweiJe 
die BiirgerschaftschiidigendeHandiung geseben" (op. <iI. 5(2).-Ste. Genevih-e 
(end of the '3th or beginning of the '4th century): "Que nul marchand 
estrange, Ie il n'estoit DOItre haste, DC puisse vendre tiretain .. DC aug .. que il 
aporte debors en Ia dicte terre, Ie ce n' .. toit en trespusant I jour ou II, au 
plus": pro G. Fagniez, E/utIu SIll' l'iJuJrutrU el14 cIau4 ituhutrielU d Paris IIU XIIi' "au XlV" sikles (Paris .877) No. 46. 

10 "Omnia qui faot iura ville non dat theloneum", were the worda of. 
decree of .249 in Freiburg in Ucht1and, which were copied with minor varia
tions in one city after the other. See the references collected by Kuliscber, 
AJlgemeiM WirlseJuljlsgesc/ridIJI I '95 and cpo R. Hapke, BriJUu EnIwidlunt 
./:11111 miu.WUrliehm W.lImarkl (Abband1. z. Verkebra- und Seegeschichte, ed. 
D. Scbifer I, BerL IgoB) 34ft, and other works. Cp. I 68 £ above. 
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importance u might easily be imagined. When the tendency 
developed into definite protection of gooda, it found itself opposed 
to the policy of provision which had entirely contrary aims. It 
found in it a most difficult obatacle to overcome. And so before 
this line of development is followed any further, we must c:umine 
the policy of provision. 



III 

THE POLICY OF PROVISION 

I. ITS FORMATION AND DEVELOPMENT 

The economic scope of the staple policy must always have been 
rather limited. In the first place, intermediary trade could have 
only been of any importance to a fairly small fraction of the 
population. The only justification for directing attention primarily 
to the commercial cities is their great importance as pioneers and 
leaders of medieval economic policy and not the size of their 
population relative to that of the rural areas. The problem 
remains of how the welfare of the remainder, and incomparably 
larger, section of the population was regulated. 

But this is not all. Even the towns with staple rights had nt'l 
guarantee that these rights would assure them of necessary con: 
sumption, although the staple policy could naturally be com
bined with measures effecting this. The staple rights certainIy did 
give the towns the possibility of "earning" and "profit"; but for 
these advantages to be realized there must have been a more· 
thorough satisfaction of the requirements of the citizens, that is, 
a greater amount of goods consumed in the city. In the purely 
commercial as well as in the other towns, the main function of 
economic policy must have consisted in making precisely this 
possible, i.e. in supplying the population with goods by importing 
from outside and by making available the products of the locality 
itself. It was never sufficient simply to procure goods for inter
mediary trade; and the staple policy was therefore unable to 
cover the whole field, or in fact even the principal part of it. 

The guiding consideration of the policy of provision. therefore, 
was not far to seek. By encroaching on trade beyond the town's 
or the country's boundaries, it endeavoured to ensure the greatest 
possible supplies for native consumption.' 

1 The references quoted in the previous chapter contain a great deal of 
matter on this point as well.-On Germany there is in addition a popular and 
briefworlt wbich was occasioned by the Great War: \/On Below, MilteWlerlidw 
SI4dlwirtsduifl rtn4 gegmwiirlip lCriegSU1iTls<lu!ft (Kriegawirtscbatliche Zeit
fragen eeL F. Eulenbwg, No. 10, Tub. 1917).-On Italy Schaube is the main 
authority. With regard to England, Cunningham bas empbasized the difference 
between the policy of provision and the policy of protection, but bia view of 
the importance in this c:onnectioo of Edward III'. reign bas been c:onoiderably 
modified by Unwin'. c:oUeetcd eaays, approved by Cunningham bimself: 
FiNma tI1III T,tuIe ... EJuJttrd m CMancheoter Univenity Publieationo, Hiotori-
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There II IUch a multitudc of meuurcs of interferencc with 
tradc in varioUi countrice and during variOUI periods that any 
choice of examplce may euily appear arbitrary. Thc objection 
might bc railed that though they show thc tendcncy ucribed to 
them, they were not typical. In order to give a "random samplc". 
in other words to prove that what it dClCribed _ thc rulc and 
not thc exception, it would be neccaaary to have IOmc quanti
tative measurement of thc occurrence of manifcstationl of thc 
policy ofproviaion. In thc majority ofcucs this would certainly 
not be practicablc or, at any rate, would involve IUch diflicultice 
that thc attcmpt would not be worth while. Nonc thc lcsa it it 
poaiblc to obtain rcsulta for lufliciently large arcaa and suffi
ciently long periods which indicatc what thc normal _, even 
though no claim to absolutc prcciaion can be put forward. Thc 
rcsulta of two such invcstigationl will therefore be given lint. 
. .swisIiMI~ 

.. Thc famoul Engliah coUection of documenta known u Rymer'1 
FoJnc (F_'" co""","-, litlnol " CI/jtuAtJrI"" ,-ns .til 
/*61w, etc., ed. Th. Rymer, lit ed. Lond. 1704/17), quoted 
frequently above, can be uacd for IUch a measurement of thc 
ICOpe of thc policy of provision. Although in a 10m_hat un
aystematic and obscure form, it containa rcgu1ationa which were 
not Acta of Parliament. Thc coUection it particularly applicablc 
for thc present purpose, because it hu been made the IUbject of 
an cxceUent digest by Sir Thomas Dufl'UI Hardy, at onc time 
dcputy-keepcr of the Record Office. I It must be conaidcrcd higbly 
representative, with the one important reservation that far too 
c.I sma XXXII. 1918). CIa lheoulVect 01 ...... policy. which 10 _ iIIIpanaat 
Ia IhlII _'-' all JIft"'iaw -a are ....,.....tod lor N. S. B. 0.. .. no &. ..... " • ..,...o...~ •. -....... c-., ("-rdEcoo-.lc 
s ....... XlII. cambro N-. 191s).-'I1te .......... poiaD iII .... .-01 ......... _ ........w, &nil put ror-.t lor A. CaIIay. "Loa ~ ._ 0aI'-t 
et 1·...-...- de 1ti6t" ( .......... XVIII. 18811 put". 75-&) .... 
H. Pll-IAo""" ._ ... '- ro (11117), ........ caomaput 
til 0.. ................... door ... ..,.... 10 A. P. UoIaor. Hi-, ". c;..;. 
T ... • "'- .,-..q,. (Hart. Be. Scud.. IX. 191s).-Oa ~ .... 
,.u.c;p.J ... 10 It. "-'0" 1 1 #..... , I' ( Pl i .s..ip 
17~ (&o<lIooba 191s).-'I1te ~ ......... iD ....... ta. 
.......... 1IftIId lor N. P:a ~ "D,nid ...... ~ 1"
.... " (S .... r .... XXII '9'9 I'" nit). --. which 
............... ~oI ........ __ ............. ..,.....(iL 
,.. ... su •. ).-Oa ...................... aI ............. _ oar ...... 
............ ~191s)~1t 

• .\loW- (. &,W) ". ~ CIooIIoiJoI •• 0...;. __ • 
"~ "... ...... T. D. a..tr. J-.UJ (tt...l Pn'S ........... . ~ 
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much emphasis is laid on Edward Ill's long reign (I327/77), 
which showed an almost nervous activity in foreign trade. 

The following table has been drawn up from the materials 
supplied by Rymer, as given in Hardy's Syllabus, for the period 
ending with the latter part of the 14th century, which marks 
something of an epoch in English history. The figures show the 
number of times proclamations were issued for each group of 
goods; the total is therefore greater than the number of decrees 
issued, for some of them refer at the same time to a number of 
commodities. 

Precious metals, cow, etc. 
Textile raw materials .... 
Other raw materials ... 
War materials • • • • 
Food·stuff. •• . . • • 
Manufactured goods •• 
General and misce1Janeoul 

Total •• 

:,:;:. F:-pqrt}':!:/i: Tow ~'"!IJ. Impqrt Total 
lions lranas till A lions liunas B 

8 
13 
10 

;~ 
7 
S 

102 

01 
II 
10 

,6 
31 
13 
31 

58 
,8 
13 

(0) 

S 
12 

01 

3· 
'3 

It will be seen that group A is almost nine times as great as 
group B. Group A is undoubtedly typical of the policy of provision, 
while it is far more doubtful whether B really expresses the 
opposite tendency. At first sight it may appear remarkable that 
export prohibitions and export licences should both represent 
the same tendency, and the same applies to import prohibitions 
and import licences on the other side. Detailed investigation of 
the facts, however, confirms the view that prohibitions and 
licences always occurred together. On closer examination this 
is quite explicable. However unwilling the authorities might 
have been, they had to allow a certain amount of export (and 
import). That licences occur for indispensable commercial 
transactions is not by any means a proof that such transactions 
were welcomed. It shows on the contrary that the authorities 
were mistrustful of dealings of a certain kind and that the licences 
issued were regarded as a special favour granted in order to 
enable people to carry them out. It is prohibitions of a certain 
type which give rise to licences of the corresponding type. These 
may be said to be the exceptions, which prove that such pro
hibitions were the rule. i: 

In the data on which the table is based, the policy of provision 
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may therefore be aid t~ have altogether predominated. The 
deviatioDl, CODItitUting group B, appear almost accidental, for 
on the whole they fall under three groupa of goodJ, the import 
of which people were usually leut inclined to prevent, i.e. food
atufti, meaDJ of defence, and precious metab. Thus the figureI 
appear unusually conclusive. 

In reality, however, their aignificance ia rather limited by the 
fact that In the period which they cover, the reign of Edward III 
and the lat three quarten of the 14th century, ia accorded too 
much importance. The following table makea tbia clear: 

A • T_ 
BeIbre ISoo 4 4 8 
ISoo,/·6 .. IS S 16 
IS·7/99 •• 16S 15 178 

Total •• 180 1111 -
For tbia reuon it jI deairable to compare and check the resultl 

with material liom other lOurceI. A check of tbia kind may be 
obtained liom investigation of a Swedish lOurc&-the outgoiDg 
letten of Gustav Vua from 15111 to 1560, the twenty-Dine voIumea 
of which contain mOlt of the atate meuurea extant puaed dwiDg 
hit long reign. AJ in the cue of the English 1Ources, it ia impossible 
to be certain of completeness, but in neither cue it that objection 
acrioua, a the material available ia IIlfIiciently ample to eliminate 
what ia merely accidental. For Swedea. the matcrial ia even 
rather more ample. for the number of dccm:l ia IlO9o whcreu 
the 1011 or 104 given for England are more than the number 
of the aepa:rate orden. The disparity in time betWftD the two 
coIIectiODl it rather an advantll80 than the revene. for under 
Gustav V .... Sweden atiIl had a thoroughly medieval make-up, 
probably even more 10 than England a century and a half earlier. 
An anaiysia of the Swedish material yiclcb the resultil a ihoWll 

in the table on pqe 8t-
The prohibitioDa on the export of coin are DOl included. The 

Kooda which are contained in the last group have beat left out 
in the otben. The number of dccm:l ia tog, of whicla 1111 are 
export prohibitioDa and 97 export IiceDcea, 01' about the -
proportion a in the Eaglish &pres. whic.b ia a further prooI' of 
the intercollDectioa of tbeIe two kinda of _ II ia ~ 
ticularly atrikimc that the table iDcluda DO import prohibita. 
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&/lOrl &porl 
Prolu'bililms Lianw ToW 

Food-stuffs in general 33 I:) Com (and malt) 16 
Butter and other fats 21· 22 137 
Fish 18 7 
Oxen (and other homed cattle) 17 n 50 Horses 17 
Copper and iron .. 6 

10} Timber, timber goods (and tar) 5 13 45 
Hides, leather (and leather goods) 4 7 
"Forbidden Goods" 10 n 21 "Non-Forbidden Goods" .. 
Reprisals against individual 

countries· •. 12 3 15 

268 

or import licences at all. Apart from two cases, which formally 
belong here, but are in reality something quite different, they are 
also completely absent in the material. The policy of provision 
is thus represented even more clearly in the Swedish figures 
than in the English. 
G",.,a/ cluzrtJ&tnislia 

These rather rough statistical analyses may be clarified by a 
more thorough discussion. This discussion will include other 
countries beside the two for which figures could be given with
out much difficulty. 

The two tables have made it sufficiently clear that the tendency 
was, in the first place, to retain the goods and only in the second 
place to attract them. For this purpose, export prohibitions 
were the most convenient measures. Their enormous prepon
derance has just been shown. Frequently, e.g. in France at 
the beginning of the 14th century, a general prohibition of exports 
was the normal form of commercial policy, and exports could 
only be effected through licences. The issue of these licences 
was then often made dependent on the condition that the price 
should not rise above a certain level. An important English Act 
(or treaty) regarding toIls of the same period, usually called 
Carta Mercatoria (1303), defining the rights and duties offoreign. 
merchants in England, shows a very similar bias. It is significant 
that it was not considered necessary to give explicit permission 
for imports, probably because these were naturally welcomed. 
On the other hand a general export licence through privileges 
was granted to foreign merchants for all goods other than wine, 
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ror which • Ipecial licence wu demanded in every individual 
cue.-

In many rapectl thia policy wu thUl raninisc:ent or the 
regulation or roreign trade duriJIg the Great War or 1914-18. 
Even the mOlt remarkable reature orthat regulation, the lIO-C&Iled 
iyltem or compensation, had medieval precunon. AD. example 
of it wu the particularly important regulation of wine import 
in England under Edward Ill. A general licence issued to 
Brutol in Is64 decided that wine must be imported to the same 
value u the goocb permitted to be exported (wool, cloth, etc.), 
the duty of importing being imposed upon those who enjoyM 
the benefit or exporting. About the same time the powerful 
Company or Vintnen of England IeCUled a monopoly not only or 
the import orwinel from Gucony, but also orthe export olherriDgI 
and cloth, which were to go u payment for that indi.speDaable 
beverage. In thia cue the motive wu certainly different: the 
unwilliagneaa to allow preciOUl metals to leave the cowrtry. But 
it iI aignificant that DO one thought or placing embargoes on 
impona for that reuon, u protectionism wu later to do. In • 
French general export prohihition or ISOto men:hanta who had 
imported _prohibited goocb were allowed to export such 
goocb or money to the value or imporu. Gustav Vasa, too, al-YI 
had the idea or compensation in mind. He allowed export only 
OIl condition that equivalent impona were forthcomi.ng, or U 
payment for such import if it bad already taken place. The 
following Itatement of 1546 iI typical. "Since in buth it may be 
aho_ that he hu brought IIIlid goocb into the realm and desira 
to continue 10 to do, u he _ UI, we graciously allow him 
in e&'Chuge to ahip out of the realm fAIl and other commoditiea 
that brilll him profit. II The import of &oods bad U-YI beca 
Gustav Vasa" goal, u may be -. too, from the IOUowiJII 
obIeNatioa: "Abo ye may think OIl it to import good _ into 

• "Qur>cl- predicIi --.......... - .- ....... . ...- ... ..w- ......................... _ ioIia...- .. . .-_tt-_ ................ _q_ .. _ ... ....... 
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-a.-~ (Han. ...... &.ada. xvw. CA.Iw • ..-. .,.8) 116D.-
..... ecport pnoIoibiIioa eI 'JOt' pro 0.---.. Alit. ,... ... ,. 
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the country in return, whereof the realm and honourable men 
may enjoy the benefit and use" (1545).1 

Within the framework of municipal policy there occurred 
similar measures to those just mentioned. At the same time, the 
towns had even greater means at their disposal for reserving 
goods for themselves, chiefly through their supremacy over the 
surrounding rural country. The so-called Bannmeilenrecht, pre
vailing more commonly among German cities, compelled the 
population in the neighbouring agricultural areas to sell their 
produce only in the town's market. The North Italian towns 
went even much further. Milan in 1199 "rationed" food-stuffs
to use an expression fashionable during the Great War-by 
allowing landowners to retain only a specific quantity of corn 
for themselves. 

The system of commercial treaties whl'ch flourished especially 
in Mediterranean cities but also made its appearance further 
north, reveals tendencies purely of a policy of provision, in direct 
contrast with the protectionist policy of commercial treaties so 
common in later times. No attempt was made to force goods on 
the other contracting party, but on the contrary to secure goods 
from him. The right which the agreements granted was to 
procure, not to dispose of, goods.' It is perhaps even more 
characteristic to find examples of export being permitted only 
with the proviso that the finished products, manufactured from 
those raw materials which were allowed to be exported, should 
be reimported intI} the country of origin. A licence of 1302 
allowing wool to be sent from France to the towns of Valenciennes 
and Maubeuge, at that time belonging to the County of Hainaut, 
prescribed that the wool and the cloth manufu.ctured thereof in 
Hainaut were to be sold only to French merchants or other 
French subjects.' It thus insisted upon, and regarded as an 
advantage, something which, in protectionist times, would have 
been considered ruinous, namely, the import of finished products, 
manufactured by foreign labour out of the raw material exported 
from its own country. 

• F. Sargeant, "The Wine Trade with Gascony," in Unwin'. collection 
(ICC note I above) 261, 307.-Hecksc:hcr, 01. <iI. 

I Schaube'. description includes a hoat of examples on thia point. A contract 
of thia kind between Maneillea and the Count of Ampuriaa of 12 '9 iJ reprinred 
in DOC1II1Imls reWiji" I'his/oir, tie fUultulrie II liM _ III Frana, cd. Fagniez I 
(pam 18gB) No. 144; cpo also No. 271 of the same collection. 

, "Ita tamen quod 1anae ipsse vel panni faciendi ex eiJ de dicta comitatu 
Hanoniae extrahi ncqueant nec dUtrahi aeu vendi nisi duntuat mercatorihua 
aeu gentihua regni noatri" (iIJ. II NO.3). 
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The policy of provision did not manifest itaelf Iil clearly in tho 

cwtoml lyetem, for the duties were fint and foremost purely 
fileal. It wal not for lome comiderable time that tolla came to 
be wed u a luitable and effective weapon of a well-planned 
commercial policy. There are, none the leIS, certain traita in the 
cwtoml lyetem which display an affinity with the policy of 
provision. 

In nS4 importl into Ravenna were free of duty, while tolla 
were imposed on exporta. The best example which hu come to 
my notice ia to be found in lOme documenta drawn up in Cologne 
in 1171 and nos for the citizene ofDinant. They are often con
sidered obecure, but in my opinion they are perfectly lucid if 
they are regarded u showing tendencies of the policy ofproviaion. 
The lecond of the twQ. documenta ia worth lummarizing. On 
entering the city, visiton were to pay 1Ul1Ai",; but on leaving they 
were charged four pfnua,s for a eaniage laden with gooda bought 
in Cologne and half that amount for a cart. The gooda themselvs 
were free of export duty, with the exception of eeveral which 
were specifically enumerated: copper, tin, greue, wax, and lead. 
It then continues "but for copper that ia sell they are DOt to pay 
anything at all". In the marketa they were to pay nothing if 
they had not ....,,., in Cologne, "but if they have IOld, they are 
not to pay anything". There follow certain reguiationa JqUding 
tranait, but the refrain II again brought up "and be it known, 
that if they Sfll copper or anything else in Cologne, they are DOt 
to pay anything at all" •• It mwt, however, be repeated that the 
majority of the medieval toll charges of the German cities are 
far Iell dear and more difficult to explain on these linc:s. 

In western Europe, on the other hand, the tendency of the 
dutiee it much clearu. Medieval France had only export and 
no import duties. England usually imposed III __ duties boch 
on import and export, but even there municipal tolle were to 
be fOund with clear tendencies of a policy of provision. Berwick', 
acale of toll duties of ISO! made, fur example, the fullowinc 
atipulabona: alum, dyeing-wood, coal. onioaa and Wall only 
paid dues on export; woad had a S5 pence export and only a 
•• pence import duty; wine _ the only commodity paying the 
aame amount ill boch cuea.· III abort, _ IiDd in thia caR almoet 

• "& .......... (ai) ... c....- - ............... o.a..;. .......... 1IIdoiI ........................ ,...... U' •• 1 I No. iI ........ __ 
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no exceptions to the general rule that higher. duties were never 
imposed on imports than on exports. 
Types qf goods 

As for the kinds of goods which were the object of the policy of 
provision, the two tables given above are typical of every country. 
Food-stuffs were everywhere at the centre 6f the policy: they 
are a class of goods which is always most important. Trade in 
corn, meat, bacon, butter and cheese as well as tallow and oil 
is so often regulated on these principles that it is unnecessary to 
quote particular instances. A small but significant example is 
an English export prohibItion on com going to France, with 
the exception of such as went to the King's own French pos
sessions. The prohibition remained on the statute book for 
260 yeiU's, from 1360/61 to 1624, though it is true that it had 
declined in importance in the latter part of this period.1• Next 
to food-stuffs as the principal class of goods came such luxuries 
as malt, beer and above all wine-wine, as already noticed, being 
singled out in the legislation under Edward III. 

In principle, a third group, armaments, was placed on an equal 
footing with food-stuffs. Their place there is just as explicable. 
In the English table they occupy the second place, while peace
able Sweden under Gustav Vasa accords them a rather less 
proxninent position. This group includes, e.g. horses--one of the 
largest groups in the Swedish table as well-falcons (at any rate 
akin to war materials) and arms, for which an export prohibition 
existed in England and in the various French provinces, as 
also in a large number of North Italian cities (Modena, Mantua, 
Bologna, Ferrara, Parma). Hay, too, may possibly be included 
under this head (Parma). Although the idea behind this part of 
·the regulations is transparent, they were by no means so obvious 
to later generations-in fact, it is truer to say that they were any
thing but obvious. Typical of the change of attitude is the obser
vation made in 1699 py Davenant, the leading English mer
cantilist of his day, "Our Fore-fathers indeed were against 
transporting Horses and Mares above such a value, ... but when 
those Prohibitions were enacted, the business of trade was not so 
well understood, as it is at present."" This was the mercantilist's 
protest against the policy of provision in one of its most natural 
spheres of application. 

I. 34 Ed. III c •• 0 and ., Jac. I c. .8 § " rap.; cpo Gras, Engl. Com Mat',", 

'35· 
11 C. Davenant, An EssrglljHm till /'rob""" M.tIuJds qf MakiJr6 G P«>PI< GIIinIr, 

in till Balltmu qf T,GJU (Lond. 16gg) go. 
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A fourth group of commodities IUbject to the policy of pro
viJioll cOllliated of raw materiala, lemi-manufactured good. and 
other means of prodUCtiOIl; they Ulually followed immediately 
after food04tufti and war materia1a. Under this head came, in the 
fint place, raw materials of the textile indUitry, 011 which export 
prohibitiolll were almost a general rule both in France, England 
and Italy: wool, flax, rams, combed wool, fuiler'l earth, dye
Itufti, yarn and grey or unfiniahed cloth; in England, 011 one 
oc:cuiOIl (ISg6), a general export prohibition of textile materiala 
was issued. Hides of varioUi kinds were abo of this group and 
ill England, for example, also timber, lead, whetstones, coal 
and varioUi other articles. It was particularly in England, too, 
at the beginning of Edward 1'1 reign, that the export of coin and 
of precioUi metala was made more difficult, fint by royal pro
clamation, thell ill li99 by Act ofParllament (g7 Ed. I). Similar 
reguiatiOlll exiated in other COUlltries. It is obvioUi that the 
export prohihitioll 011 precioUi meta1a mUit have had the effect. 
of counteracting any efforts to lecure a surplUl of imporu. a 
reaction which was clearly 1I0t realiaed at that time. 

The prohibition 011 the export of means of production might 
appear as an attempt to kecp production in the country, and 
would then come within the scope of protectionist pollcy which 
is yet to be dealt with. The matter, however, acquires a totally 
different compleaion by the fact that along with these regulations 
appeared a host of othen, imposed to obstruct the export of 
finished goods. 011 oc:cuiolll, export prohibitions were neD 

placed on the principal products of the countty or the city, 
particularly on metala and textile goods, as may be seen from the 
tables. The Swedish table will be ICeD to include all the most 
important Swedish exports, meta1a, timber and hides. In England, 
too, we find.", elM cloth and WOI'Sted <J--s _,., ... .mr4u. 
IS6a). ~ allowed the export of irma and Iteel only by qne
ment with Narbonne (IU4); Bergamo (me. 1t40) and BoIopa 
(1148) imposed export duties 011 thClC pxIa. Ra_ obtained 
aUk free of duty (I iS4); but it was only after C- had coo
eluded the treaty with Narbonne that it .uo-d NrrMI (a 
cotton product) to be exported to that city duty-free and II'UIted 
Montpcllierthe same privilege iDlIOI as rqards.Jia*pi (aaother 
textile product), but only fur a total of 100 bales. C- bad ao 
export prohibition 011 liDeD and Frad cloch (apemml with 
ArIes IIS7). and Bergamo had one lOr cloth (me. 1t40). 1lIe 
lulls iD Berp.mo were ftIY peculiar: it paded ilS hiadraKa OIl 
export iD proponioD to the atace of maoufM:ture-.tbe later the 
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stage, the higher the duty. Pig-iron thus had to pay six sol. per 
carrum on export, while manufactured iron paid eight; raw 
chestnuts paid three den., roasted chestnuts six. Such charges 
give at any rate the impression of a perfectly logical but rather 
startling reversal of the principle of "protection to national labour" . 
Chrorwlogy of the poliey 

It is not to be wondered at that the policy described above was 
deeply rooted in the past. It appears to have been fairly common 
in the city states of ancient times. When Rome grew to be the 
capital of the world this policy was pursued there more inten
sively than it has ever been in any other place or at any other 
period. The nearest parallel to Rome's policy regarding food
stuffs is, perhaps, the measures taken by Napoleon to ensure 
Paris w!th provisions when he embarked of his Russian campaign 
in 1812. . 

The tradition of antiquity, however, does not appear to have 
remained unbroken, for before the 12th century there are few 
indications of such a policy in the new social structures. In 
Germany, the growth of the Bannmeilenrecht must have been one 
of the first manifestations of a deliberate policy of provision. 
Little is known of the kind of policy pursued in France by the 
more or less independent great vassals during the centuries after 
the fall of the Carolingian empire; but from the measures taken 
perforce by the reorganized monarchy of the 13th and 14th 
centuries, it appears probable that local and provincial ten
dencies of this character had existed. In Spain, too (Castile), 
where the expression "policy of provision" originated, there are 
indications of similar tendencies, although, as far as I know, not 
before the beginning of the 14th century. In England clear traces 
of an export prohibition on com are to be found in the twenty
third year of Henry II's reign, 1176/77. In 1203 the Great 
Winr.hester Assize of Customs forbade the export of corn and 
other food-stuffs except by licence. II The high-water mark was 
reached under Edward III, about the middle of the 14th century. 
As the previous examples have shown, there is particularly 
abundant material available on North Italy, where one city 
after another took measures against the export of food-stuffs 
in the last decades of the 12th and the first decades of the 13th 
centuries. All in all, the new wave of provision policy may be 
said to have commenced, after ancient times, in various countries 

11 "76/77: Great Roll of the Pipe, ~S Hen. II, in Pij¥ &II &e. PublWli4ns 
XXVI (Lond. '90S) 'S6, cpo ,8S, ,84, and Gras, Engl. Com M.,kII'34-
,.oS: in Gras, Early Englislt Customs Syskm ~,8-!1,. 
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during the coune of the I 11th century and reached ill culminating 
point in the 14th century. 

Thi. II not to lay that the policy of provision became unim
portant after that time. Here, II almOit everywhere elae, the 
medieval policy retained ill hold over people'. minde for a 
conaiderable time, until well into the 19th century. It ia one of 
the mOlt .triking phenomena iD the hUtory of economic policy 
that duriDg the following centurica two tendencica, contrary iD 
principle. penilted 10 clOle1y aide by aide. AI far II the general 
policy of provision II concerned, it II very characteristic that iD 
England, the mOlt progreuive country-progreuive that is 
according to the Itandarda .et here-it wu not until 17121 that 
an Act wu pUled containing a general right of free export of 
the country'. produce, and that even thia statute contained many 
exceptioDi. Even a hundred years later, iD 18212, twenty-four 
.«tioDi of .tatutca and thirty complete atatutca which had 
placed hindrancca in the way of export were repealed, all of them 
dating &om the pre-Rcatoration period. It II true that this, on 
the whole, wu only the formal "purification" of the system of 
regulation binding Engliah economic life, which geneJal.ly did 
not take place before the 19th century. But even iD actual practice 
the export prohibition policy OIl purely manufactured gooda 
luted until the end of the 17th century. Thus the export pro
hibitiona on iron. copper and bell-metal were only repealed iD 
1694..1 In the majority of other countrica with a weaker protec
tionilt tendency, the development appean to have been even 
dower, although a.urvey ofit would entail grealer dilliculty. 
"'",...... 

There wu, neverthe1eaa, _ aphere where the peniateDc:e 01 the 
policy of welfare _ DOt merely a detail iD the general picture, 
but determined the whole ec:oaomic: developmenL I refer to 
food .. tufli and particularly corn. It would be DO euga'&tioa to 
.uggest that thia treatment conatituted the tngedy iD the hUtory 
01 the COI'Il trade iD Europe, lOr it IarJeIy Clplaina Europe', 
diflicultica rqarding food .. rum. which CICXUII'ed even iD the Jut 
century. A detailed ana1yaiI 01 the circumatanceI iD .an
countrica would demand too much IpKe and. lOr our purpoae, 
it DOt DeceIIar)'. It will be IIIfIicieDt to ... etch the maia JiDea 01 
development in one or two countriea. ,. 

I. Sta", ... : sa, w.a. a .... c. ., (.6M);' Geo.l c. lsi" (,,.'h 
, Geo. IV c. 4' t, (Ia..). 

" n.. Iitentwe ..... pDIicJ .............. II -.or ...... ...... 
.. ..--.- .. _ ............ ..., ....... w. ....... .. 
.... aoIIoaiaoo"' ... IMC • . ,. ", "1 • ...,..... .... _". 
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In France the principles of the policy of provision were' first 
assailed by the physiocrats, !hough in practice it was considerably 
later before much was done. A decision of the council of state of 
1754 first allowed free "export" from one French province to 
another. Corn could be exported freely from the country even 
in the latter part of the ancien rigime only sporadically. In this 
respect, even Napoleon represented no sharp break with the 
past. It was especially his fear of labour unrest which explains 
a great deal of his policy and prompted him to reject all the 
physiocratic aspirations, so that he even said "the problem of 
corn is the most vital and troublesome of all to the ruler .•.. 
The first duty of the prince as regards corn is to retain it for the 
nation and not to hearken to the sophistry of the landowners". 
In this respect the medieval order thus outlived even the French 
Revolution. It was only after the restoration of the Bourbons 
that a change of policy could be discerned. As far as is lInown, 
the first law to place restrictions on the import instead of the 
export of corn was that of 1819.16 Provision policy tendencies 
were thus extremely long-lived. 

Similar restrictions prevailed on the rest of the continent. 
Even Hamburg, the great staple for the corn trade, was often 
unable to apply its staple policy in the face of the constant 
provision policy endeavours of the "commonalty". As late as the 
last decade of the 17th century the demands of the latter for a 
complete revival of the medieval order caused various measures 
to be taken in that direction. It was only in 1748 that free transit 
was allowed in corn. It is extremely significant that even at so 
late a period and in one of the greatest continental trading cities 
it was the export and not the import side of the staple policy 
which aroused opposition. • 

Certainly in some of the more agrarian states the policy of 
provision could not assert itself so prominently. Attacks in those 
countries were usually directed sometimes against the import, 
sometimes against the export of corn. Occasionally both were 
forbidden at the same time. Alternatively the prohibitions varied 
with the size of the harvests and the fluctuations in price, which 
his.cum 18. jalrrhumkrt (Acta Borussica, Getreidehandelspolitik, I, Berl. 18g6). 
The question is approached from an opposite but in my opinion more correa 
angle by Below, "Die Fiinorge des Staates fUr die Landwirtschaft eine Errun
genschaft del Neuzeit," in his Problem. tier WirtsduJjlsgeschidIJe 7S--1.j.2. • 

II Boissonnade, Org. tiM Ir.-prev. chap. note 12-1 107-11 II 531ht4; 
Levasseur,Hist. d. cItusuOlRlf'." de find. m Fr_-'7119 II 578ft'.; Hecbcher, 
1M ConMmIsl SysImI341 f.; Levasseur, Hist. d. dDssuf1lll1T. (etc.) de 17l19d 18?O 

157+ 
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certainly played havoc with the regular ordering of production 
and trade. In 17111 and 17112, under Frederick William I, Prussia 
became a land of agrarian protectionilm and eveR went 10 far 
&I to impale the death penalty on the consumpti,on of foreign 
com. Nevertheless, export prohibitions occurred during the lame 
reign. Under Frederick II the com trade _ often hampered 
In both directions, but it may be that the unusually realistic 
attitude of that king led to better resulll than were usually 
achieved by the old policy regarding the com trade i and Prussia', 
ability to prevent com exports from Poland obviously contributed 
to the lame end. Remarkably enough, Denmark adopted agrarian 
protection • hundred yearl before Brandenburg-Prussia, but 
there, too, it alternated with export prohibitions. During most of 
the 17th century, Denmark ltood almost alone in protecting ill 
agrari~ produce. In Sweden • limilar tendency emerges 
occasionally about half • century later than in Denmark, to be 
precise in 1671. The reason giYCll there for the policy _ that 
"the mall of corn imported from foreign countries 10 depreaes 
the price of com in the poaeuioD of our faithful.ubjects, that the 
farmer cannot ma1r.e endl meet". The deciaion taken with thia 
in mind _, howe\lef, repealed in the following year. and for 
the greater part of the 18th century Sweden, too, prohibited the 
export ofcam.'1 

England _ by far the most important exceptiOD.. She aban
doned the policy of provision regarding food-ltufti definitely &lid 
completely before the end of the 17th century. A hundred yean 
pm>iously, English .talesmen, in common with those of other 
countries, had regarded the keeping of com within the country 
essential to ill welfare. Thia had resulted in atrict prohihitioal 
against the export" of corn to the enemy, the latter, duriDg 
Eliaabeth'. reip. being Spain. But eveR before that, lqlre
ICIltatives of the oppolite point ofview had voiced their opinioDa, 
and in the post-Rcston.tiOil period they _ the day. High 

.. Hamboq: ~, Ia .. ,...... (pmr. dIap. _ .) VIII ..... 
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import duties were placed on com in 1663, and then in 1673 a 
tentative measure was adopted, flying directly in the face of all 
principles of provision policy, export bounties on com being 
introduced. pirectly after the Revolution of 1688 they became 
a primary factor of English mercantilism. But although the policy 
of provision in foreign trade was completely reversed in this case, 
in theory, at least, the principles of the older policy regarding 
internal trade in food remained, as may be seen from the de!!crip
tion of the internal regulation of trade in England previously 
given (Ch. VI, Part I). With his customary ruthless criticism of 
the inconsistencies of the ancien regime, Adam Smith emphasized 
that the bounties on exportation, "under the pretence of en
couraging agriculture", "occasion, as much as possible, a constant 
dearth in the home market", while at the same time adding all 
possible difficulties to the activity of the native com dealers. 
They, according to Adam Smith, could never work against the 
interests of the large mass of the people, as the exporter of com 
was able to do.1' Lord Kenyon, as late as 1800, treated the older 
system .of regulation as valid, and so even at lhe beginning of 
the 19th century there were still some traces of the policy of pro
vision. 

It is also interesting to note how the ideas behind the 
policy of provision persisted in people'. minds by the side of 
mercantilist ideas. In fact a kind of genetic, relatioIiship may 
almost be said to have existed between the policy of pro-' 
vision and laism;-jaire, a relatiQllShip which simply passed 
over mercantilism. Here, too, it will be sufficient to give just a 
few examples from mercantilist literature, especially since 
the question will come up again for treatment in the next part 
(v.i. 227.) 

In a frequently quoted essay of the period about 1530, ascribed 
to Clement Armstrong, under the title of How to Reforme the 
Realme in Setting Them to Weru and to Restore Tillage, it is stated fot; 
example: "The works of husbandry encreaseth plenty of victuals 
and the works of artificiality encr.easeth plenty of money." The 

. ideal was thus to have a plentiful stock both of food and money, 
the policy of provision guaranteeing food, protectionist, "policy 
the money, but without plenty of manufactured prodUQ!$r This 
contrast between the two groups of commodities, "for the'liack 
and the belly", later recurs again and again, and in this partic$r, 

" Proclamation of 1591 : reprinted in Cunningham II" 8g fF.-J05 tar.: 11 
c. 7 § ,; 25 Car. II. c. 1 § 31; 1 WiD. &: Mar. Scss. 1 c. 12.-Adam Smith, 
W.alth 'If NatiDns eel. Cannan, II 40. 
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form ia a favourite argument with Gerald Malynes at the beginning 
of the following century. In economic policy itself it wu 
even more deciaive on the continent than in England, for on 
the continent the Itrength of the protectioniat policy lay in 
textiles, while the policy of proviJion W8I applied' particularly 
to food .. tuft'l. But even in Eugland the general opinion, 
akin to the medieval idea, that low prices were desirable, 
held Iway. Even late in the 17th century, thia iI expresled in 
the ever-recurriug formula ",lIOtI cheap", "61111' cheap". A 
typical repmentative of mercantililm such u Thomu MUD 
found it opportune to defend the Eut Indian trade against 
the reproach that it increased the price of food (16sn). Mun's 
pupil, the AUitrian, Wilhelm von Schr6tter (SchrOder), like
wia~ preached the gospel of cheapness and Itrougly urged 
that the complete medieval policy of provision be retained for 
food..aufti (1686). 

When Roger Coke. on~ of the mOlt original and independent 
mercantiliall, attacked certain partI of the OrthodOll mercantilist 
policy, one of the re&IODI \which be gave migbt just u ~ have 
been medieval'u liberal (1671): "By God', Law cheapness and 
plenty iI a bleuiug. and by Civil Law, dearness and extreme 
prices are complained of and redresaed. Whereas thia law (against 
th.lmpo~atiOD of Irish Cattle) designa to prevent God'i blessiugs, 
and to cause that which is complained of by the I and • Ph. and 
M. 5." This refen to an export prohibition on food (I and • 
Phil and Mar. e. 5). ~the heyday of mercantilism, the 
citiuna of . Stockholm, too, n;jected a propoea1 (1731) which 
''would create dearth of com in the COUIltIJ' and choke up 
those veina through which the bleasinga of God Sow to the land 
and which mUl\ therefore cause dismay to every true ChriItian"" 
"Dearness." they went on. ''muat be rqarded a p.mishmmt for 

· aioning, and a calamity. we ougbt rather pray to God that he 
keep this from UI instead of ahowiDg ounelvea finical about 
Cod', rich ~ and that the poor man may have biI bread 
and luatenaace for 1eaer 1IIODeY ..... 

The scarlet thread of "provision" ideas ia thUi ciiscemihic 
'~~ the period that lOIIowed, evaa whea COIltrary tmdeacia, 

." . 
• ~ _. put 4 cUp. ...... T .. ~.o...m • .,.-

· ~ ~ .. '" '- ......... s .. ,....; .... WbooIor, T ..... 
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continually . to the fore, became under mercantilism the 
commonplace of opinion and business. 

g. CAUSES 

All the medieval measures which had the effect of hindering 
exports and encouraging imports have now been grouped together.· 
It is no exaggeration to say that the horizon offoreign commercial 
policy in the Middle Ages was limited to these measUFes. But 
this is not to suggest that they all originated from the displlSition 
that has been characterized as the "hunger for goods" .• The 
motives of the policy have yet to be treated. -~ • 

There is no doubt that fiscal interests must be recognized as 
one of the important factors. The historian of economic polif:Y 
will again and again come up against the fact that the fina~laL' 
embarrassment of rulers and states in early liays waS so chrome 
that it almost regularly occasioned difficulties in cart'}'ing on· 
from one day to the next. Financial difficulties -are therefore the 
most natural explanation for the governPientaI measuJ;:eS in almost 
every efonomic sphere, although quite different reasons were 
often given for them. •... ... •• ~ ~ 

It is not difficult to demonstrate the imp4rtance of the. fiscal 
aspect even in the regulation of foreign trade. Cunningham, folio 
example, believed at one. time that he .oufll difcei;p. far-seeing' 
economic plans in Edwar.d Ill's policy; but,.:JI9'. a resull' of' a 
series of studies carried ou' by George: tJ'hwin'and b)l,his stuaerlt$ 
under his guidance, it has 'been. shown that the ..predoniinatin~ 
idea was quite different. What was decwvp"in this \.ase 'WaS<the 
fact' that means had to be created f~r ·COlVerin~· ;the: ros~ 'of 
expensive wars in the immediate future and ofthe.llo lesl;-exp'ensive' 
luxuries of the Court. In particular was this -true' of t~ wool 

. exports which Edward III apparently valued 11'eciaDy highly, 
because they could be used as a weapon fOr extortion and as a 
basis for raising loans. This point of view is undoubtedly of great 
importance in any explanation of the flourishing anti-cxport 
policy during Edward Ill's reign. The state of affairs in France 
one half or a full century later was similar, not only under Philip 
Ie Bel but also under the other princes of the last few generationS 
of the Capetian dynasty. The same could probably be proved 
to have been true more or less in most other countries. The first 
English prohibition known to me against the export of coinage 
occurred, for instance, under Edward I in 1282, because the king 
wanted to prevent the Pope from collecting a crusade tax which 
had already been imposed and partly raised .from the English 
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clergy. The K.ing wanted to tax them for hiI o~ benefit and in 
thil, incidentally, he wu largely IUcceaful. lI . 

The problem, however, would be oVCNimplified it it were 
conaiclered that the anti-export policy could be completely 
explained by ever-urgent financial necessity. For it ia not 
clear why thiI necessity mould lead precisely to embargoel on 
expom and not to limilar hindrances on imports. At the present 
day.it 11 the latter that are imposed, and the impon duties serve 
u a lOurce of taxation, and thiI bu a1-YI been an argument 
of modem protectionilm i whereu export duties now playa very 
lubordinate part, if they appear at all, and are hardly ever con
lidered a lOurce of revenue. And 10 it remaina to be investigated 
why: the ltate i.D. the Middle Ages lOught to obtain revenue 
jlrecitely from export duties. The question ia primarily whether 
financial or ameral economic motives were behind that practice. 
. To IGme extent it _ undoubtedly a matter of public finance. 
Impom increased the total of commodities directiy available for 
taxation. Anything fiithl1l. the country ~YI lent itd to the 
poaibility of fiDucial emmion, while goodt that had croaed 
the boundari. _ once and for all beyond the reach of the 
treuuzy." • ',. . 
• Nevertlleles.. thiI' 11 far from explaining altogether the anti

. export pollcy, ,inatlcial poDty a1to .JoIloWi the line of least 
reiistBlice ad fI#ris J!crihs prefen IUCh measures u harmonize 
wkll-the ~enera1 c6nceprion or wh~ ja IIOCially UICful. Import 
duti$' would certainly have been applied in _y cues, if for 
other ICIIOIII. they had.. IlOt. ~ rqarded u undetirable. If 
purely fiJanciat roQsideratiOlll had been decisive. both impont 
and ~ 'would have 'been taxed with roughly equal ~ty, 
Moreover; alatge, tad P,erhap. eval the IDOIt vilal,. pan of the 
BII\i.exPort poIiQ' 'had hardly any 6tca1 tipificaDce at all. I 
ftfer to the large nu.ber of export prohibitioal which, &om the 
ItI.n, were -wuIly intended. and &om which DO ezemptiOlll by 
~ of licences were sranted. With fOod-ltUfli, too, interest in 
abundBlit provWou and low prices _ 10 geoenl that 6tca1 
comiderati_ a11D01t ~JI took ICCODd place. Ia ODe c0m

modity, wine, which cloeely retcmbled 1Ood~ to 
• Vawill C- _ t .... ).-n. ..................... fIE ..... : 

,...... ed. It,... I'IabIicabo. fIE ........ OmmHn 1:. Wi cp. 
W, B. LiIat, "r.pu Taa .............. iII ... llcip." ~ •• (E¥-
llUl.. .... xxx. IglSo sgI-J. 
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Unwin the only commodity of daily consumption during Edward 
Ill's reign which had to be imported into England-the connec
tion between fiscal and other state considerations on the one 
hand and the policy of provision on the other was clearly mani
fested, in spite of all occasional variations. For example, when the 
right to import was granted to the wealthy gild of Vintners of 
England, the king's desire to use the gild for securing loans to 
himself had something to do with it. But when, in spite of this, 
the wine-producing Gascons thelJlSelves acquired the monopoly 
of sending wine into England, the deciding motives were purely 
political; at that time the Gascons were subjects of the English 
crown, and their loyalty was necessary during the wars with 
France. But both in the one regime as in the other, the aim was 

_ to place at the disposal of the English middle and upper classes 
as large a supply of wine as possible at the lowest prices possible; 
in other words "provision" tendencies were common to both 
kinds of measures. 

Of less importance than the fiscal were the purely mi/illlry con
siderations, though a large proportion of the export prohibitions 
applied to trade with the enemy or with such countries as might 
easily become hostile, and also to .su~ goods as happened to be 
necessary for military purposes. Exaniples 'oof t!1.e latter ha..ve . 
already been given. A pPOhibition against trading with the enemy 
occurs in the Carta Merc'!:tor.i~. ,(1363)': . .:The general export. 
licence for foreign merchai1tS CDntained .an exception providing 
against the export "~. countries 'Which were: clearly and 
notoriously enemies" of England. A French decree of the following 
year contained almost literally the same prohibition: Significant 
also is the large group of reprisals in the form of export hindrances, 
revealed by the Swedish material given abovj: (v.s. 83 f.). 

Even in these cases, however, the anti-export policy is not to 
be explained simply by a reference to political considerations. 
It is precisely the curious fact that the same real need .was 
believed to justifY two exactly opposite conclusions which., is 
characteristic of the theoretical content of economic policy. 
That hindrances to export were regarded as a military necessity 
for the native country and harmful to the enemy indicates that 
the idea must have- been derived from the policy of provision 
or, to be more precise, at any rate from non-mercantilist 
sources. 

It may perhaps seem absolutely absurd that people could ever 
have considered abundant provisions in time of war and for pur
poses of war as anything other than an advantage to a country; 



THB POUCY OP PROVISION 99 

but that they did hold .uch views ia .ufficiently revealed by word 
and deed during the mercantilist period. 

The merchant, John Cary, who wu aIao an esteemed corre
.pondent of no leu a penon than John Locke, wrote during the 
English wan with France towarda the end of the 17th century 
(1695) concerning England'. enemy, "I wish he were better 
furaiah'd'with our Product and Manufacture!l, and we had hie 
Money for them, whiclr would much more weaken him, than the 
other would enable him to early on the War." His contemporary, 
Charlea Davenant, one of the mOlt enlightened mercantilista, 
came to exactly the aame conclusion concerning the aame enemy 
countriea: "The Ballance arising from Trade being wanting, 
which should maintain King and People, there mUit inevitable 
follow, at lint private want, and then public Poverty." Aa 
overshadowing example of the practical outcome of mercantilist 
idea regarding the part played by goodI in war time ia the 
Continental Syatem, and, it should be noted, DOt merely on 
Napoleon'. aide. For his part, he hoped to be able ''to vanquiah 
England by exceaa". He wanted to deal a death-blow to the 
enemy by isolating it, bl\t this u we know referred not to ill 
Im~rll but..to ill~' Ou'-the English aide, ministen and 
poIlticiana in 'Parliam~\ wc;re able to (ejoice because thia plan 
wu a failure, 10 th~t ~ spite of all difficultiea they had lUCCeeded 
in crothing the enemy amUc:i qiWot-th.elr will in English cloth. 
Thus Lord GI'tJ .. ~.m the lIouse of Lords in r8uI, "It II 

• well bon thtit the manufactures ofYOrbhire make the clothing 
fOJ' the French army; and DOt only the accoutremenll but the 
ornamenll of Marshal SouIt and hiI army are formed by the 
artisaN of Birmingham."" 

It is obvious, therefore, that the Cut that there were military 
need& doea not in itac1f explain the policy or provision. A ''pro

"vision" or at leut a IIOD-IDeI'I:&Dtilist attitude mlllt haye beat 
tbire before military needs, u in the Middle Aces. could lead 
to export prohibitiona. 

Aa an argument apinst thia evidence, the ~tion may be 
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raised that it does not prove that the policy of provision pro
ceeded from a dogmatic belief in goods, but only that the later 
and exacdy contrary policy was based on the dogmatic striving to 
dispose of the goods. To my mind this objection is valid. The 
essential explanation of the policy of provision lies, in other words, 
in the idea that goods are things of value, of which one can 
rarely have too much and easily too litde, and which should 
therefore not be so Iighdy permitted to leave the country. In its 
application through the policy of provision, the idea has certainly 
one great defect. The two-fold nature of exchange, the mutual 
dependence of import and export is overlooked. This weakness, 
however, is obviously common to both the policy of provision 
and the policy of protection in its usual manifestations. More
over it is ail oversight so natural to the untrained mind that it 
scarcely requires special explanation. The idea grew naively 
from the simple realization that goods were useful, as may be· 
seen, e.g., in the following reason being given for a French export .. 
prohibition of 1304: "Charity begins at home; it borders on 
cruelty to deprive the field, wherein the spring rises, of water 

, and to lead the water away to other fields .... "11 There is an 
important parallel to this in the anti-export policy of the Great 
War. The motives for the policy given at the beginning of the 
14th century frequendy recur in ,3> somewhat altered form six 
hundred years later, in the guise of protestS against the export 
of food-stuffs not only from blockaded Gennany but also, for 
example, from neutral Sweden. 

As the policy of provision was thus limited in time, and was 
later succeeded by a policy which tended in the exacdy opposite 
direction, it is natural to search among the actual conditions of 
the times for factors which might explain why considerations of 
provision had so strong a hold on the Middle Ages. Such an 
explanation is not difficult, although it is certainly not to be 
found where one would be likely to look for it first. In the first 
place, we shall mention briefly those factors which might appear 
important even though their importance was probably very 
small or negligible. 

II "0J.Ua ordinata carilal rite in quoodam a Be ipsia incipit, c:rudelitatique 
prm<imum existat, agro in quo fons naacitur litiente, exhinc ad aIiorum 
agrorum usum &quam duci, let quidem] damnosum que lOrd, ut DOItri 
aemuli et inimici Dobia et regno eonfortentur et CODIOlentur ex ipsia, pel hoc 
Deo et justitiae repugnantel "" iia indebite eonfortari", in OTdtRI1JIIItUs ties rais 
tU Fr_ tU III lToisihM ria I (Pam 1723) 422f. The sentence ia probably 
theological in origin and ia also applicable to purposea other than the polley 
of provision, e.g. Wheeler, rrltl/iu 163. 
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It ia tempting to explain the policy of provision on the grounda 
that It al'Ole during an age of univenallCarcity of gooda. Thia ia, 
Indeed, how it came about during the Great War. The assump
don, however, ia unjustified with regard to the Middle Agea. The 
policy of proviaion, like medieval municipal policy in general, 
originated in the dme of the ausadea. That period, however, wu 
characterized by increased traffic by land and Ie&, and greater 
opportunldea for the making and lelling of gooda, u may be 
leen, for example, in the rile of the Champagne fain and the 
new tranJport organizadona both on land and lea. That the 
policy of proviaion came into being at IUch a time moWi that 
it wu not the particular condidona of the period which created 
It, but the fact that economic policy in _tern Europe wu only 
then beginning to take definite mape. A very intereating parallel 
may be leen in the wtary of the monetary aystem, where again 
one cannot draw concluaiona· on the prevailing policy from ex

'ternal economic conditiona, U will be demonstrated in greater 
detail in the next part. The endeavoun to increase ,tocb of gold 
and preciOIll metala reached their higheat point not in a period 
of ltapaling gold and ailver producdon, but at a time when 
Europe more than ever before wu flooded with the precious 
metala from Mexican and Peruvian minea. Thus ICarcity of 
money, in the literal _ of the word, cannot explain the hunt 
for preciolll metala. neither can ICarcity of gooda provide the 
reaaon for the policy of proviaion. . 

Ilatber more h.sible ia the explanation in terms of genera1 
~; whfch _ an ever-preaent danger in the Middle Agea 
to tho undiaturbed import of goode. The continual ltate of war, 
of coune, conatituted the principal element of uncertainty, but 
In addition, too, were the bad harlelta and other of IIIlture" 
whilna over whkh man bad DOt yet made himle1f master. There 
ia pemapl, after all, a kind of parallel on thia point to the 
"proviaion" tendenciea prevalent durinc the Grat War. even in 
the caIUCL Uncertainty in the Middle Agea _ very ~ 
abo by reaaon of the amalI aiae of the territoriea and cinea. the 
possibility of a blodade in lOod ... tufIi being a perpetual danger. 
To isolate a territory _ a very common _pon of warfare. 
The IOod problem of the Grat War _ ftProduccd in miniature. 
lOr example, in Basle durinc the time of the Couacil of It!l. 
The territoriallorcb in the neighbourhood of the city who were 
hOitile to the Council cut oil" the bid auppliea, KCOIdinc to 
1/011 Below" data. of the then CM:I'-pOPUIated city. If a mum. 
cipality, 01' the lord of a terri....,. blockaded ita bouad.ariea 



102 MERCANTILISM AS A SYSTEM OF PROTECTION 

against exports, the neighbouring locality had to do the same if 
it were not to be left entirely high and dry. The narrowness of 
the boundaries within which political power was in fact exercised 
during the Middle.Ages must always have been a cause of the 
policy of provision, and also partly explains its disappearance 
after the rise and consolidation of nation states. 

Granted all this, we have however not yet arrived at the 
essential point in the explanation. It is common knowledge that 
in later times the danger of blockade has always been used as an 
argument for the policy not of provision but, on the contrary, of 
protection. From a long period view, this argument is certainly 
much more telling, though it is true that for a short time a region 
could increase its stock of food during a blockade by preventing 
exports. But even an urban territory, which could not possibly 
cover its own needs in the most important necessities of life, 
might benefit by allowing export,"'for by doing so it would be 
more likely to induce others to supply it with goods. Rightly 
conceived, insecurity could therefore hardly justi1}r the policy. 
The reason why this point was not seen may, however, simply 
.have been shortsightedness. To the extent that the policy of 
provision was purely municipal, it might be possible to assume 
that it was to some extent dependent on external conditions, even 
though it is improbable that the external conditions were really 
the decisive factor. But in fact the policy of provision was by no 
means merely a municipal policy, but a phenomenon of universal 
occurrence. It extended over whole states in which the infiuence 
of the cities was fairly small and which had a large territory, 
so that it could not be narrowness of boundaries which led to the 
policy of provision in these cases. It is particularly suggestive 
that the medieval policy regarding food-stuffs was able to 
persist almost unchanged in a country such as France for 
three centuries after the end of the Middle Ages. It should 
moreover be borne in mind that the policy of provision did 
not. merely extend to food, but more or less to all kinds of 
goods .. And so to this extent, the only explanation that re
mains is the one already given again and again, that 
municipal economic principles stood out as the only clear 
principles of economic policy, and remained for centuries, 
even after the political infiuence of the cities had ceased
in fact, even in such countries where it had never existed. For 
this reason measures which were natural- to the cities were 
extended to regions for which they were far less appropriate. 

For the sake of completeness, it may also be pointed out that 
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the export prohibitioDi on the ordinary export goods of the 
country might have had the function of raiaing the prices of these 
good. by diminiahing the ,upply, or, in the terminology of modem 
theory, of making it pouible to obtain a monopoly price. There 
iI no doubt that .omething of thia tort did often occur to Itates
men of that time. It iI true that, ultimately, an anti-import 
policy would have had the lame effect as an anti-export policy; 
for imports and exports depend on one another. But thia more 
lubtle point in foreign trade policy was unknown to the politicians 
of the time, and for that matter iI often equally uDknown to 
poUticiana ofto-day. Conaequently, if the aim was to get a better 
price-a more favourable exchange relatioDihip-Cor the goods 
of the native country as agaiDIt thOle of the foreign country, it 
was only natural that they mould concentrate directly on export 
goods and endeavour to render the buyen' acccsa to them more 
difficult. The whole policy of provision is certainly not explained 
by thia, but the point mUlt not be altogether omitted from the 
explanation. 

The variOUl poaible expianatiODI mentioned hitherto never-
the1eaa pa.. over the rea11y vital fact. The policy of provisiolf 
developed out of the mOlt ingenUOUl conception of how things 
are Inter-related. To thia extent the policy requires no specific 
explanation. What docs rather require explaining iI the _ 
outlook which OUlted the policy of provision, the "fear of goods". 
not the "hunger for goods". "Hunger for goods" must normally 
be the predominant tendency where fundamental economic 
relationahipa are easily perceived. The explanation of the policy 
of provision iI then quite limply that the facta were teeD much 
more clearly by medieval oblerYen than by those of lata' times, 
because the eondidODI in preciaely thia eonnecaOll were 10 much 
limpler. 

It was the eonditiODI of..,.,., ....." which brought out these 
facta 10 clearly and limply. And the basie eonditioa for the DeW 

trend of thought which aupeneded the policy of provision was 
obvioualy money economy. So loor as goods wac exchaDced lOr 
&oods, it must haft heeD clear to the meanest inte1ligeace that 
IlOthing could be pined if the gooda oft'ered brought only a 
amall amount of other gooda in exdlauge. Evayoae UDder 
natural economy RCOpiaed that exchange was the more fa_ 
able the larger the amount of gooda which could be cot ia ez
change for one', OWL But thea came the DKIIldU'y IystaD and 
dRw "a ~ of -," _ the intercOllDected r.cton ia 
ezclIan&e. In spite of i1l __ imponaace ia hebJiDc to 
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increase the satisfaction of wants, money economy has thus 
done much to render more difficult an accurate conception of the 
forces in economic life and particularly in exchange. It has 
become perhaps the most important source of false economic 
theories. Since the goal of economic activity, the acquisition of 
goods, was so easily discernible under conditions of natural 
economy, it was only natural that people stopped there and 
overlooked the dual nature of exchange. And this led to the 
idea that to retain one's own goods was profitable under any 
circumstances. 

3. ITS DECLINE AND THE TRANSITION TO PROTECTIONISM 

However, the idea gradually gained ground that, starting from the 
policy of provision, from the "hunger for goods", it was illogical 
to arrive at a policy of export prohibition. People came gradually 
to realize that native production together with the possibility of 
export could actually be a guarantee for sufficient provisions, 
because the greater certainty of selling the goods where exports 
were free would maintain production on a higher plane. More 
difficult to learn was the similar fact that increased freedom of 
export also led to greater imports, for goods were exported 
soonest to those places where no obstacles stood in the way of the 
exports. But finally even this idea was grasped. On this basis 
a consumers' policy, or the policy of provision, could combine 
"hunger for goods" with the complete freedom of foreign trade 
in both directions, and could do away entirely with all medieval 
export regUlations. Thus, just as in certain aspects of staple policy 
discussed above, a kind of laissez-faire policy of trade would be 
reached. As we shall presently see, the early free trade writers, 
too, clearly expressed the same view. The reaction against the 
policy of provision, however, arose long before that laissez-faire 
policy, likewise without abandoning the "hunger for goods" as 
its starting-point. It took place in the middle of the 16th century. 
At this period, particularly in England, but also in France, there 
are some remarkable observations expressing this point of view. 
~_ The clearest discussion of these probleIns ever presented in 
former times is to be found in ..4 Discourse of the Common Weal of 
this Realm of England, probably written in 1549 and ascribed to 
John Hales; published in a somewhat elaborated form and 
under a different title in 1581 (II.S. 20). 

The book takes the form of a conversation between a man of 
learning ("doctor"), a landowner ("knight"), a merchant, a 
craftsman ("capper") and a husbandman. They converse on the 
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extcnaion of aheep rearing at the expenae of COlD growing, a 
development which wu roUling genc:ral anxiety at the time. 
The author himaelf'lpeab through the doctor. He attacb the 
prohibition which forbade the export of i.m if the price exceeded 
"a noble the quarter" and urgeI that only the repeal of thia 
prohibition could maintain COlD growing. He ia amwered by the 
capper: "Yet it pleueth UI that be artificen nothing at all, whicb 
mUit buy both bread, COlD and malt fur our peDDy." And he 
went on to explain the diacrimination between corn and other 
commoditiel in an argument whicb ia in line with the view 
prevailing for a long time: "Every man hath need of corn, and 
10 they have not of other wara 10 mucb." Thia gave the doctor 
hia opening fur a rejoinder, very lk.ilJ'ully bringing out the molt 
important poinft "Therefore the more necessary that corn ia, 
the more be the men to be cberilhed that reared it; fur if they 
lee there be not 10 much profit in uaing the plough u they lee 

in other fcab, think you not that they willicave that trade and 
fall to the other that they lee more profitable?" He then continUel: 
"Trow you, ifhUlbandmen be not better cb~ed and prowIr.ed 
than they be to c:xerciae the plough, but in procell of time 10 

many ploughl will be laid down (u I fear me there be a1rcady) 
, that if an UDfruitful yi:ar ahould happen amongrt UI, u commonly 
doth once in IeveD year, we ahould then not only have dearth, 
but abo ,ucb lCU'CeDeil ol corn, that we ahould be driven to 
aeek it &om outwanb partI, and pay dear for it." When the 
knight ub what iI to be done in bad yean if the aurplUl ol good 
yean ia exported, the lame argument ia advanced: "By I'caIOIl 
that, through the _ aforesaid, more ploughl are Bet awork 
than would IUlIice the Realm in a plentiful year. If a Ican:e 

year ahould fall after, the com olIO many plough, u in a good 
year would be more than enough, in an unfruitful year at the 
least would be IUlficient to aerve the Realm. .... 

About the middle of the c:eIltury in England, the belid' _ in 
the air that the prnailiar policy could DOC achieve what it Bet 
out to do. In the aa.me year as the ~ "'" C- W..r 
- probably wrinea. an w-. authol' wrote aD _y 
addra:ted to Lord Protector Somaaet. which baa oaly beat 
published ira our own day. The title Kiven to it __ p.o- .. 
R-' Mil R..raI" u,'-* .... Prestn- It'''' _ ERa. 
He &eruIy attacked the whole I)'SteIIl of rqulatinc fOocktufIi, 
declarina that the probibitioa could do IIOthiac to remedy the 
prnailiar hiper prices, 10 Joac as their c&UIeI_ DOt ftIIlOftId. 

• "~f/.c--. .................... H-6 .. 
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In the following year (1550), Sir John Mason, England's 
ambassador in France, wrote a letter to Cecil in which he ridi
culed every attempt to keep down the prices of food-stuffs: 
"Nature will have her course, etiam siforca expellatur; and never 
shall you drive her to consent that a pen'!1-worth of new shall be 
sold for a farthing. If good cheap follow this devise, then hereafter 
will I think it were good the like were still used; but this I am sure, 
the thing shall not be so plentiful as it was, and then I report 
me to you whether it will be better cheap. For who will keep a 
cow that may not sell the milk for so much as the merchant 
and he can agree upon?" J& 

Almost two decades later, in 1568, Bodin discussed in his 
famous treatise on money the possibility of lowering the prices of 
imports indirectly through exports "for what is brought in in 
exchange for that which is sent out creates low prices in those 
goods that were scarce". 16 

These observations are so like those of the laissez-faire school 
that Adam Smith himself might have written them. Indeed one 
can almost say that he actually did write them. He declared, for 
example, that "Unless more com is either usually grown, or usually 
imported into the country, than what is usually consumed in it, 
the supply of the home market can never be very plentiful. But 
unless the surplus can in all ordinary cases be exported, the 
growers will be careful never to grow more, and the importen 
never to import more, than what the bare consumption of the 
home market requires. That market will very seldom be over
stocked; but it will generally be understocked, the people, whose 
business it is to supply it, being generally afraid lest their goods 
be left upon their hands." There is every reason for emphasizing 
this agreement between the older criticism of the policy of pro
vision and laissez-faire,· particularly since laissez-faire authors
in Sweden, for example, Anders Chydenius (1765)-had greater 
sympathy with the policy of provision than with its opposite. 
Adam Smith even reckoned with the possibility that export 
prohibitions on com might be useful in exceptional cases, but he 
was opposed to import prohibitions in all circumstances. It It 

•• "Polices, etc.": Tudor £em. Docs. III 33911".-John Mason to Cecil, 4th 
Dec. 1550: ill. II 188 • 

.. Bodin, DiseoDrs Sf1I' t. ,eIUmUemmJ It diminDlion tIa ~ (pan. 1578, 
unpag.): "ce qui entre en lieu de ce qui 1Drt, cause Ie bon march~ de ce qui 
defailloit." 

II Wealth qf Nalions, cd. Cannan, II 39, 41 f.-A. Chydenius, Kiillon lil 
Rikls W .... Magt and OmsIiiNIeligl SUJtIT §§ 54 & 57 (repr. in PoJitiska skrifter, 
cd. E. G. Palmen, Hfors. 1880, 101 t, ~oo t, ~ ... ); cp. also 318 below for thia 
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iJ then all the more ObviOIll that a criticiam or the policy or p~ 
vWon II conceivable even without any mercantilist tendency. 

On thll point the mercantilisll, howeftl", thought themae1va 
reformen, u II manifest in many of their remarks. The 0lJser.. 
vation of Bacon on the policy or Henry VII, changing "from 
consideration or plenty to consideration of power" (11.1. 16) 
II a cue In point. Colbert, too,ln 1670 drew an essential contrat 
between the new mercantililt policy and the earlier policy 
punued by the tax farmen, who laid heavy duties on exportII 
but lOught to attract impol1l by low duties. Among the authon 
who pointed out the aame thing II, e.g., Sir William Petty. He 
IUggcsted that land mould be IOld to foreigners 10 that the 
country mould acquire preclOIll metall, whc:re&l In earlier times 
foreigners were prohibited from purchuing land (Arr. 1676). 
Here Davenant'l remark given above (,oS. 88) mould alIO be 
added, that the prohibition on the export of hans proved how 
KaDty wu the knowledge of the proper principles of trade in 
earlier times (1699)." 

Even though the two tendencies, the policy of provision and 
protectionism, were thlll antithetical, there were ecrtain con
nectiOlll between them. These were in reality much Itronger 
than might have been expected from attitudes 10 diifen:ot in 
theory. There are at leut three poinll in which thll connection 
wu revealed and wu ofimportance. 

The mOlt obviolll bond ~ them is the export prohibition 
agaiDit It-'- .."." .. Mar. To 6t this prohibition into a 
l)'Item dominated by the policy of provision wu poaible only 
at a time when people had not yetleunt to ICC the Inla'COllDeClioa 
between economic phenomena. 111 true place wu in a I)'Item of 
protection, and it belonga to the diIcuaioD of mercantiliml u a 
monetary l)'ltem. 

The Dat point iI of far createi' theomical and pncticaI im
portance. ~t may be ICeD here, u abo In Bodin'I ltatemeDt. that 
the connection between the two aspeclI of achaD&e wu not 
alwa)'l overlooked in earlier lima. In other warda there c:mud 
a Itronc mistrust of.".,., sooda which were comidc:nd uaeless 
and transient 1tuIf, IleDt Into the country by lOreic- IOleIy 
lOr the purpose of reccivinc In achaD&e the .. pic producta of 
............ fIIAma s-idI",'" II ... _1iaIIt '--...... s..dat ... 
rw...t. 

• ___ M-.,,, ....... "e .. .., ... .s... (IqIr. w... v, ........ 
,_ 65).-'- • (AIIoof VU tlfl.-i'WJ, ".,.,. ........... Ie 

(1ba. Wri .... ed. 8 ...... ,'s). 
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the country. This view grew quite naturally from the fact that 
people were loth to see valuable native goods leave the country 
and to this extent it belonged to the medieval ideas. But it paved 
the -way for the views that were to supersede it. A more striking 
example of the gradual transition from "hunger for goods" to 
"fear of goods" could hardly be imagined. At the same time the 
"fear of goods" was also supported by the aversion from all 
"luxury", and this again was closely bound up with the whole 
medieval morality. The aversion persisted for a long time and, 
together with purely economic factors, led to a dislike of imports. 

The trend of thought is clearly expressed in one of the most 
famous, economic writings of medieval England,the poem, 
TIu Libelle of English Policye, dated by its editor as 1436/37. 
Among other things, the author attacks the trade of the Venetian 
galleys, through which are imported: 

"Nifles, trifles that little have availed 
and things with which they feady blear our eye, 
with things not enduring that we buy; 
for much of this chaffare* that is wastable 
might be forborne for dear and deceivable. 

Thus these galleys, for this liking ware 
and eating ware, bear hence our best chaifare, 
cloth, wool and tin, which as I said befome 
out of this londe werste might be forborne. 
For each other land of necessit<! 
have great need to buy some of the three e) ; 
and we receive of (t)hem into this coast 
ware and chaffare that Iighdy wol be lost. "18 

• Mercbaudi.e 

It should be noticed that the author includes cloth, the most 
important of all English exports, in the list of goods which in his 
opinion England should keep back. Thus the policy of provision 
had not disappeared, but was closely bound up with a great 
aversion to the import of goods regarded as luxuries. In Thomas 
Starkey's well-known dialogue between Cardinal Pole and 
Thomas Lupset, written a hundred years later, the same com
bination recurs: the efforts of the policy of provision to create 
"abundance" which "maketh everything good cheap" is combined 
with a great aversion to "all such merchants which carry out things 
necessary to the use of our people, and bring in again vain trifles 
and conceits, only for the foolish pastime and pleasure of man". 

II Polili&al Poems and Songs, eel. Th. Wright (Rerum BritaDnicarUm Medii 
Aevi Scripta .... , Rolls Series) II (LoDd. 1861) 173 £ (The spelling hal been 
very much modernized in my text.) 
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The hOitility towanU luxury imports was connected with • 
aimilar hOitility towarda the import of lIOII-duTlIb" articlca which, 
according to primitive economic notioDl, were inferior to any 
durable goodl. It iI prec:ile1y thiI "wamble" character of, the 
goodl that iI explicitly mentioned in 77u Lib,a, qf Englisla Polieyl. 
ThUi another ltep iI taken away from the pollcy of provision. 
The import of wine, for iDltance, was formerly encouraged in 
every poaaible way, while later it wu just the lack of durability 
ofthil commodity which made ita importation seem indefensible. 
It iI altogether very difficult to conceive an anxiety concerning 
cODiumption, combined with a aimultaneoUi avenion from COD
lumable objecta, of which food .. tufIi are the principal In the 
DimHmr qf 1M c-... WHl, the idea iI exprased as folloWi : 

"I would to God we would lOUow !he example of a poor baven IDWD, 
that I know did of late, In the men:hca of Walea, called Canaarthea, 
(accordilll to another teKt Caraanron), when there came a certain 
Yelle! out of England, aU loaden with .pplea, which afore time _ 
wont to brilll them sood corn, the \IOWa commanded that none ahould 
buy the uid .pplea upon • great pain i and 10 the boat .1IIOd 10 long 
at the baven, without aale or vent, until the .pp1ea were putrified and 
100t; and wben the owner demanded of the baiIifI' of the \IOWa why 
be bad ... yed bIa aale and vent, the baiIifI' aDIWIIIed again that the 
uid Yelle! came dUther to let{ ch) the beat __ they bad in the 
c:ouatry. as fri-. broad cloth&, and wool; and instead of that be 
ahould leaw In the oouatry, that which ahould be apeat and _led 
In I. than • week. And &aid. brina to III CDnl and malt, u you were 
wont to do, whereol!he COUDIrf bath need., and yo ahaU be wdcome 
.t aU timea, and yo ahaU baw me YeIlt and aa1e in our part. .. 

"Think ye, II CODtinUei the doctor, throup whom the author 
billllelf' Ipeab. 

"!he great city of Laodoa" Southamp-. ~, a...Ia', and other, 
might lICIt Ieam • aood ~ ofthia poor WeJah IoWa in thiadoiDsP ••• 
lC they come lOr our wool&. lOr our cIothea, keneya, CU1Io tin. lead. 
yea our sold, aIMr, and NCb 1\Ib.laatial and ~ thiap, let 
tt- brina in again Ilu" tar, oil, fiah, and NCb other i and DOt to _ 
tt- u little childn:a. p .... tt- aD .ppIe .. the beat jewel they 
ba ..... bout~-

In lqislalioa. too, the COIID«tioa betwteD the dislike b: 
• n. s.m,. ... ~ ..... o..IiooI No -.I n-r,...,. &,WttI ..... .,,...., ....... u. .... J. N. o...pr (1Mtr EIiIIiIIo T_ Soc.. 

Em. S. XlI, l.....t. 187') ... lit .. ,.,..~ .,. c- w. 
" .. 1ft. ............ ....., ....... __ .......... ... 
........... en, ( .. ~ QW MIooMoIIIs61:) ... fa ........ __ 
................. ....,.--..,., .... IJ8t. 
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luxury imports and the aversion from imports in general is mani· 
fest at a very early date, in England at least from Edward IV 
onwards, a reign under which protectionism became pre
dominant. As early as 1463, a statute complained against the 
"inordinate Array and Apparel to the great Displeasure of God, 
and impoverishing of this Realm and enriching of other stl'llnge 
Realms and Countries, to the final Destruction of this said 
Realm". Here religious and protectionist considerations were 
joined in a higher unity. In the following century and a half, 
until 1604, the legislature in England was very active against 
every kind of luxury, and the mercantilist point of view made 
itself felt more and more. In two ordinances of 1574 and 1588, 
Cecil referred directly to the balance of trade as the cause for 
his anti·luxury measures. Nor was this characteristic of England 
alone. The introduction to the merchants' cahier at the meeting 
of the French Estates General in 1560 complained of the effect 
of luxury on morals, and then spoke of "the large amount of 
money which left the country in the form of perfumery, perfumed 
gloves, embroidery and so on".80 

In the course of time the mercantilist tendency grew more and 
more predominant. Ethical considerations disappeared entirely 
from many parts of the literature and in their place there appeared 
an amoral, if not immoral, demand for stimulation of native 
luxury production at any price and the obstruction of foreign 
sales. This became one aspect of mercantilism as a general 
conception of society (v.i. Part V), and indicates how even the 
most exaggerated and provocative aspects of mercantilism may, 
without difficulty, be deduced from the policy of provision. 

Finally, there was still another important link between the 
policy of provision and protectionism: raw materials and means 
of production in general. The connection here was so intimate 
that many measures can just as well be ascribed to the one as 
to the other policy; or at least our knowledge of the causes 
would have to be greater than it usually is before we could pro
nounce which of the two was the deciding one. If the policy· of 
'provision is conceived purely and simply as a "hunger for goods", 
without any further shades of meaning, it is only natural that it 
should include things as valuable as raw materials. This was, 
in fact, the case since the very early Middle Ages. It is equally 

.. 3 Ed. IV c. 5.-W. Hooper, ''The Tudor Sumptuary Laws" (Englisll Hisl. 
ReuUw xxx, 1915) 437.-Cp. Cecil'. "Considerations delivered to !he 
Parliament 1559": TIIIIor &on. Does. I 3'l7.-Francc: Hauser, OMIJriIrs '" 
temps passi ~58. • 
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well known that the resurrection of the policy of provision during 
the Great War extended to raw materials. None the less, this 
category of goods alwaY' had a special position because it was 
in no way directly connected with consumption. The attempt 
to retain raw materiall could therefore not be in the direct 

intelelts of the consumen. At the laDle time, the measures which 
increased the possibilities of production were of a piece with 
that atriving to encourage production generally and"thUi became· 
a part of mercantilism. It might be laid that the policy of pro
viaion and protectiooiJm met one another at th. point, in the 
tendency to encumber the ownen and producen of raw materiall 
and other means of production by hindering their sales. The 
contralt between the two policies did not then manifeat itself until 
the aim of the measures was revealed, whether thiJ treatment of 
the ownen of the means of production intended to call forth an 
abundant supply of linished products in the country, or whether 
it intended to get rid of these products and keep their total amall 
in the country. So thorough an analytil of the individual measures, 
however, • not alwaY' possible with the available material. 

Yet at a very early date, the measures for keeping back raw 
materials reveal quite dearly a protectiooiJt tendency. ThiJ was 
the cue, for instance, when export prohibitions were placed on 
raw materials in the French textile indUitry, at the instigation 
of the producen, e.g. on a petition of the doth _VUI and 
finishen or Languedoc at the beginning or the 14th century. 
And the same considerations showed through the oflicialmotiva 
for the English policy or export prohibitions under Edward III. 
An export prohibition on live rama was laid, for _pie, to 
have been caused by the improvement in the quality of fureign 
wool and the consequent damage to the English. A hundred yean 
later whm, under EdwarcllV, the policy ofinduatrial protection 
was in full IWing in England, the export prohibitiolll on raw 
materials and other means of productiOil formed an CDeIltial 
part or the policy. u 

.The "fear of sooda" or mercantilism was certaiDIy bouDCI to 
come up against iDIoluble difficulties if it tried to draw the li.nC 
betweeD the production which it was deaired to eacounge in the 
country by a aystem of bounties, and the means of production 
which it was deaired to reader cheap in the intereata of tlUs pm
duction. This problem, ~, belongs to the lOIJowinr chapter • 

.. f'nDoe: I'll .. I ,.1 to ........ _ OIlIer ___ ... ........-

~: ....... 1JII'IIIaibitia '" IS!I_,..... eoI. Il,- (a.-I 0.-

~1;:~-?.-!"'~"""'uIwa ..... ,.........~ 



IV 

PROTECTIONISM 

I. ITS NATURE AND ITS CONNECTION WIm TIlE ATI'EMPI'S 
TO CREATE EMPLOYMENT 

The most incisive criticism of the policy of provision is the same 
as that directed, with much less justification, by Frederick List 
in his famous work Das 1Ultionalt System tier Politisckm Oelconomie 
(1840) against the classical economic theory-that it has an eye 
only for the advantage()f the moment and not for ultimate results, 
overlooking, in its eagerness for wealth, the productive forces 
which create wealth. The foregoing has already shown that the 
policy of provisi9n attempted to prevent goods from leaving 
the country because momentarily this decreased the supply of 
goods. In doing so, it overlooked the fact that in the long run 
export increased the supply of goods. The policy of provision was 
therefore a short-term policy and in the long run must also 
have been a shortsighted policy. It was a consumers' policy in 
the sense that it took no account of production as the pre
supposition of consumption. 
Lmg-Imn polily 

In contrast with this, protectionism attempted to direct its atten
tion to the pmtument foundations of economic life. It therefore • 
signified a keener insight into economic affairs. It was, and in 
time became more and more, expressive of a more penetrating 
observation of the interplay of economic forces. None the less, 
owing to the growing complexity of these forces, mercantilism 
often arrived at more erroneous conclusions on economic questions 
than the medieval mind had ever done. Quite apart from this, 
by its contrast to the policy of provision, protectionism repre
sented a remarkable emancipation from municipal criteria, and 
thus far cOnstituted something really new, although of course 
its roots, too, reached far. back into the medieval system. The 
greatest achievement of mercantilism therefore consists in what 
may be characterized as "long-term" considerations. 

Bacon expressed this view of mercantilism most clearly, as 
has already been exemplified in the second part (11.$. II 45). A 
further example is given in his essay "Of Colonies" (1625). He 
regarded it as a great danger, leading to the decline of most 
colonies, that the mother country should try to extract great 
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profita from them during their infancy. "Planting new countries," 
be laid, "ia like planting wooda." This .. \vhich ia pouibly the 
lhOit valuable addition to economic knowledge made by the 
whole of mercantilist thought, wu Iikewiae expresaed in a pusage 
q&1oted by Adam Smith from perhapa the best known of all 
mercantilist writingl-Thomu Mun'l &itad'1 Trr&I1II'I 6" 
Forraip· TIVIdI (pub1iahed in 166f, written about 1628). MUD, 
it II true, ia concerned there with the export of preciOUI meta1a 
which II not relevant in thiI context. but hiI remark II applicable 
to economic life .. a whole. Ria famoUi remark, a1most monu
mental in ita Jacobean phruing, iI .. folloWl: 

"When thia weighty buaineIa ia duly __ derecl in hia eud, u an 
our hWlllUl actiolll ought well to be weighed, it ia fuund much c0n

trary to that which mOlt men aoleem thereot becaUle they -.cll DO 

furthez than the bqpnning of the work, which mil-i.oforma their judg
menta, and leada them into error: For ifwe only behold the actiODI or 
the hUibandman in the aeed·time when he casteth a_y much soocI 
com Into the ground, we will nther accompt him a madman than a 
hUibandman: but when we __ del' hillaboun in the barwst which 
ia the end or hil endeavoun, we find the warth and plentifUl __ 
of hia actlona." 

'thUi far mercantiliam _ in fWl agreement with every well 
• thought-out conceptiOll or ec:onomica. Not 0Dly Lilt, but _ 

the lut exponent or c1usical political economy, John Stuart 
• Mill, took up pm:iady the ume attitude. In hiI famous "Infant 

Induauy Arpmenl". Mill advocated ''fOltering" dutia, desig1led 
to protect an induatry from fon:ip competitioa until it _ 
grown lufficiently Itrong and capable or facing that competition.. 
However much opinioaa about the practic1Il nsulta or thia view 
may have diffcml.. ita truth hal IlC'YCI' beea caIlcd iD. quatioa 
once it had become customary to think or the ec:oaomic I)'Item, 
too, within the catqoriea or C&UIC and effect. But it _ DDt 
without dilliculty that Ncb a atage of thought _ arrived at. 
The STe&t important'e of mercantilism CODIista in the fact that it 
cleared the _y fOr thia kind oftl'eatmcnt of ec:oaomic probIam.' 

The tnnsitioa from a abort-tenD view ofthingl to a CODIic:lf:n-

, Lilt, .0. ......... ~ .... ,.....,.. a.....;" ........ ( .... H. 
W-"J- 19040 -.,&).____. .... (I~ No.. 53 ( .... w ..... IW. 
-N .... ~, T ................... ( .... AIIoIo7. N.y ........... . 
IlI95. .,).--AdMa Smida, ....... " N-.. ( .... c.-) I sgIL-J. s. Mill. _ ~ "NiIitttl ...... (18tIQ .. 3 ... 1.'1 ( .... AoIIk7. ...... 
, ... .->. 
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tion of.permanent effects, however, does not in itself by any 
means necessarily lead to a "fear of goods". Such a consideration 
cannot therefore by itself explain the policy that was actually 
carried out. It explains why mercantilism, in contrast with the 
policy of provision, might have been expected to advocate greater 
freedom of foreign trade in the interests of a production which 
was profitable in the long run-freedom, that is, in the export of 
finished products, because of the more valuable imports which 
gradually would have to come to the country. The long-term 
view could also be given as a reason for temporary import 
restrictions, or even of export premiums if, that is, it was assumed 
that by such measures home production could be increased to 
such an extent that there would finally remain a greater total 
quantity of goods within the country. The aim in that case was 
the ultimate increase in the supply of available commodities 
which, according to Mun, represented the "worth and plentiful 
encrease" of the husbandman's labour. 
"Fear of goods" 

However, it is very remarkable that as a rule mercantilism 
'did not recognize precisely this criterion for protectionism. It is 
true that this consequence was eagerly embraced in the case of 
the precious metals. There the object was an abundant supply. 
Mun's comparison in fact tried to show that this object could 
best be reached by first allowing gold and silver to leave the 
country, so that in the end they could, through trade, indirectly 
flow back in increased quantities. But as regards other goods; 
Mun's standpoint, like that of all the other mercantilists, was the 
ldirect opposite. It was an attitude which Adam Smith (cf. II 94-
:above) called the creation of "a constant dearth in the home 
market". The attitude of mercantilism, therefore, by no means 
confined itself to taking into consideration long-term effects. 
In reality it was dominated by a "fear of goods" which was not 
to be explained by such considerations. This is a factor of essential 
importance in the history of economic policy, and is therefore 
worth illustrating in order to demonstrate the various sides of this 
conception. 

The contrast with the policy of provision is, of course, particu
Ilarly interesting. Plenty, which had been the old ideal, was now 
"considered the gravest danger. Montchretien, a French author 
already referred to-who has earned an undeserved reputation 
because his was the first book with the term "Political Economy" 
in its title (Traictl de 1'00001I0T1JU politique, 1615)-took special care 
to warn people against the danger of plenty. "He who wishes for 
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good order In the artI," he laid, "and to maintain their atanding, 
mUlt never decreue profits through abundance. The brightness of 
the lamp II dimmed if it be too plentifully filled with oil" A later 
Engliah mercantililt, Nicholaa Barbon, who already alanm on 
the threahold of laisu.c.jain,lpokein 16g0 of "a dead stock called ' 
Plenty". The mOlt common demand of the mercantilist writers 
wu that the Import of wine mould be eompletely prohibited, 
the very thing which had been 10 eagerly encouraged in the 
14th century. No principle of abatinence wu involved here: it 
wu the Import III IUch of the eommodity that wu disliked. 
Two anonymoUl writers, aeparated by 150 yean (1530 and 
1680), both draw the aame channing picture: "ThUl do we 
awa1low and ~ out inestimable Treuures." 

Native cOIIIumption wu thUl valueless in the eyes of the 
mercantilists, III will a1ao be mown in the following part from the 
monetary aspect. A very well-known, if not particularly per
Ipicacioul, pamphlet of the Restoration period, Bril4ai4l.agwM 
(1680)-publiahed anonymously, and often'Ucribed to a certain 
William Petyt, and incidentally one of the two writings from 
which the above quotation eonceming wine wu dra~ted 
its whole hatred againat "meer importation", ''which Ia, when 
the Merchant doea Import Consumptive Commodities, which 
are lpent at Home". Charles Davenant, perhap' the last out
ItandiDi protagonist of mercantilism amoug the English pam
phleteers, and a writer of quite another calibre. wu already 
influenced by ~foitr ideas to a Car greater extent than molt 
writers of the end of the 17th century. His attitude it therefore 
of greater interm. He laid, tor _pie; ''It it the Interest of 
all Trading NatiOlll, wbaboevel', that their Home Consumptioa 
mould be little, of a Cheap and Foreign Growth"-the latter ia a 
peculiarity of Davenant'a which can here be ignored-"aud 
that their own Manufactures ahould be Sold at the highest 
Markets, and IpeDt Abroad i SiDc:e by what ia Coasumed at 
Home, ODe loaeth oaJy what another &etI, and the Natioa ill 
General it ROt at all the Richer; but all Foreign Comumptioa 
" a Clew and Certain Profit" (a6g7). We need ROt ftpeal that 
t\ia interest in the _plica of other countriet did ROt ariae 
frim any altruistic rqard Cor their welfare. Da-.at'l attitude 
it all the _ instructive becauae he _ ROt OP.-ed to a 
aurpllll ofimporta,. .. and ill r.ct CYta approwd or it ill certaiD 
cin:u1llltaDRl. The ~tioIl _ oaJy that ~mptioa should 
.., thereby be iacIaIIed: "The Gaia it 10 moch 0DIy • the 
Natioa doea ROt ~ of the Imponaaicms, but eilher I.,.. 
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up in Commodities and in Specie or converts into Money or 
some such adequate Treasure" (16g8). 

But apart from these rather subtle arguments, people were 
much more often influenced simply by a naive fear of buying 
and an equally naive eagerness for selling. The most extreme 
formulation of this attitude is, perhaps, to be found in the writings 
of Johann Joachim Becher, the most famous of German mer
cantilist authors. The third of his "mercantilist rules and axioms" 
[was "that it is always better to sell goods to others than to buy 
goods from others, for the former brings a certain advantage 
(and the latter inevitable damage". It was hardly possible to 
. push the argument any further than that. . 

This attitude usually became crystallized in a demand for an 
export surplus, a demand which was expressed in every possible 
way. Mun, for example, a few pages before the parable of the 

'husbandman, wrote, " ... we must ever observe this rule: to sell 
! more to strangers yearly than we consume of theirs in value". 
Somewhat later, in 1660, the demand was made in an instruction 
to a trading commission that "it may be so ordered, remedied 
and preparationed that we may have more sellers than buyers 
in every part abroad". A French dictum, which is often met 
with, is that "the kingdom" should be "unburdened of its goods" 

1 ("dicharger I, royaume de ses marckandises")-in other words it was 
lof prime importance to get rid of goods. A lengthy discussion 
contained in the periodical, The British Merchant, published by 
Charles King, is also very characteristic. Its purpose was to 
attack-and in this it was successful-the proposed commercial 
treaty of 1713 between England and France. The periodical was 
later published in book form, and became widely considered a 
great authority on economic policy. By way of introduction, 
"General Maxims in Trade", "assented to by everybody" were 
discussed. The first question that is put is what constitutes the 
profit of a country, and among the nine points given there is 
only one which includes manufactured goods for consumption 
within the country,i.e. the item "indispensable commodities", 
mostly for military purposes. All the others were surplus natural 
products which were exported, or raw materials imported as a 
basis for the export of finished products. The export of finished 
products was considered "in the highest degree beneficial", the 
export of surplus natural products "so much clear gain", while 
the corresponding import was "so much real loss". A practical 
application of this idea on a huge scale was Napoleon'S Con
tinental System. As has been shown, its principles already existed 
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in Eugland, where they had been &ankly advocated even before 
the end of the 17th century (u. II 99). 

In the light of the experience which the last war gave an oppor
tunity of acquiring, with lcarcity of goods reaulting from an 
export lurplUl, it ia particularly inatructive to lee how Sir William 

_ Petty and Sir Joaiah Child, two of the mOlt clear-sighted and 
fertile mercantilist writen, regarded the reaulta of IUch a ahortage 

. of goodl. Petty believed that Ireland had an export lurplUl .. 
a reault of the Intereat paid to absentee landlords, and he added 
the following obeervation (the italia are mine): "10 .. Ireland 
exporting more than it impona doth yet grow pooter Ie .~' 
(166a). According to PettY therefore the natural thing would 
have been for the country to become richer and richer by always 
exporting more goods than it received. A few yean t.ter (166g), 
Child, too, took up Petty'l argumenta; and attempted to establish 

. the circumstancea under which "the paradox" could be translated 
into fact. He II .. &rmly convinced .. Petty that the contrary 
would be normal, and of coune neither of them was led even 
remotely to reaIiae that the only condition upon which thia could 
be true would be a stock of capital abroad which would ultimately 
lead to greater impona.· 

The exiatence of a "fear of goods" can conaequendy not be 
denied. The fint thing to do then is to examine ita connection 
with other conceptiOlll. Two obvioua £acton, which howt:Ya' 
did .., pt.y 10 aignificant a part, lint come to one'. miDd. 

It is particularly important to emphuiae that not by any 
meana II the explanatiOil complete limply by ahowiug that all 
relatiODl betweea import and export were overlooked. lui c· 
planation which goea DO further miDc:I the _tial nature of the 

• M ... ~ T....,,-.(1l....a.(h~ 's6.-a..toa.,.4cu-.~T_ 
6s (llqwUot ." Eeonamic ~ ed. J. H. tIoDuIder, Jl.la-.. '9D50 ,.).-
w .... imponIl ["--I). -How to It ............... -. -.: T .. 
.... Doa. III ................. l..- (LaDd. .680) ........... SS cp. 
6, ..... -O'--.EA9_.&II W. T_ (pubL .6g8".). cp.P.J. 
'I'IlaaoM. Me -.. .... &II .... T_ (Laad. .ga6) 81 t --. 
.... iDcicIeIotaI B*i_ wtUdl mar ............. 0.-...... tbio 
........... -O'--.~_.NWa..-(LaDd. .6gB) D_
......... ,..,.,... ~ .... Put. c:IIap. • ( ..... ed., I'nIIlfiIn .6~ •• ).
'-• ." 1660 I'IIIDI,: ~ U' ,I+--D!doutor .. __ .-.: 
q.-.l u.~ .......... ....-...... SaudI Sa ..... L W. 
~ ..... _ .. ,.. .. ,.a...,....1 ( ....... gog) .... -no. 
..... ~ ( ..... ed., Laad. '7430 1 8-5),-I'etty. T .... ~ T_ c:IIap. 4 
(I!eooo. WridoIeo. ed. Hull, 1 t6).-OoiW, 11.-~ ~ T .... .... 
(11igI edit&" ........ 1s6).. 
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"fear of goods". For the latter also occurred in the by no means 
infrequent cases where a connection between import and export 
was very clearly realized. The decisive point was the attitude of 
the interests concerned. The following may be given as one 
example out of many. An instruction for an English trade com
mission (1622) points out that attention should be directed to 
imports-because, be it noted, imports are necessary in order 
to render export possible. Export remained the guiding policy; 
people were anxious to get rid of the goods. To attain this end, 
they saw that they were compelled to purchase goods in return, 
primarily because the buyers of their own goods would otherwise 
be dissatisfied and would go elsewhere. 

Since there can be no doubt that the pure exchange of goods 
was regarded in this fashion, it only remains for us to look else
where than to an ignorance of the connection between imports 
and exports if we are to explain the conception. In doing so, 
we come first to the mercantilist endeavours to increase the stock 
of precious metals in the country-that is, we enter the sphere 
of monetary policy. It is also obvious that there was a very 
intimate connection between the goods aspect and the monetary 
aspect of mercantilist policy. Most of the examples already given 
confirm this, and very many more could be cited. None the less, 
it would be a fundamental mistake to believe that the wlwle 
explanation is to be found in the monetary aspect. Qpite apart 
from the money or precious metals that an export surplus brought 
in, such a surplus was considered desirable per se. Export was to 
a very large extent an end in itself. 
S.Uing 

We approach still closer to the mercantilist mentality if we 
amplifY the last statement by saying that selling was an end in 
itself. The object was, in fact, to dispose of goods by any possible 
means. Numerous examples could be given to illustrate this 
typical attitude but a few will have to suffice. 

In a report to Charles II in 1672, Lord Shaftesbury, who was 
the only really important statesman of the English Restoration 
period, wrote, "I take it for granted that the strength and glory 
of Your Majesty and the wealth of Your Kingdoms, depends not 
so much on anything, on this side of heaven, as on the multitude 
of your subjects, by whose mouths and backs, the fruits and 
commodities of your lands may have a liberal consumption." 
This statement can only be interpreted as meaning that the 
number of subjects is an advantage to the extent that more goods 
are used up. The statement is all the more instructive because 
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Sha/\eabury Ipeaka here preciaely of native cODiumption to which 
very little attention wu otherwise paid. In hi. eyea It wu justified 
by the fact that it helped to dilpole of the goods. John Houghton, 
almOit at the lame time (1677), made it an argument for calling 
in foreignm that they "living here cODlUDle our com, cattle, cloth, 
coall and other thingl we DIe". The same ltandpoint iI taken up 
In 77u Britislt Mmltmtt in ill attack on the commercial treaty with 
France of 1713. It calculated precisely that for every penon 
who emigrated, the country 100t {,6 Iterling through the decrease 
in the lale of native goods. The lOll lufI'ered by France through 
Huguenot emigration coDliited, on that view, in the fact that 
they bought fewer French produCli than before. 

John Cary, a merchant of Bristol, who incidentally like Shaftes. 
bury wu connected with Locke, exprased the same idea in 
terml which occurred frequently later. People lived and grew 
rich, he believed, beeaDie exchange illelf wu regarded u the 
creator of wealth, for thil enabled everything to be IOld at ever
incre&lilll pricea. There iI a later variation of the theory in the 
well-known remark that in certain Scottilh Wand. the inhabitanll 
lived by taking in one another'1 wuhing. Cary givel the molt 
complete expOlition of thil gospel of wealth in connection with 
hit ObiervatiODI on the Importance of high 'WageII' that point 
will be dealt with in a different context ( •. i. 169 f.). One of hil 
remarb concerning Holland, which wu everywhere considered 
the ideal country economically, may well howewl' be quoted 
here, and it ill certainly very characteriltic. "'I. Itrange to 

• oblerve," he said, "how thOle people bua up and down &mODI 
thellllelvel, the vastnell of whOle numbeR ca\llel a vast expcase. 
and that expenle mUll be IUpplied from ahroad, 10 one man gets 
by another, and they find by experience that u a multitude of 
people brinp profit to the Govenunent, 10 it ere&teI emp1o~ 
menl to each other." The best examplc ofthil argument ill to be 
found in one of the mOlt ~ or mast DOtorious, boob of the 
period-Mandc:ville'l 1M FMJ. V. a.s. .. PriNII "'-.'~ 
&rotJb, evoen in ill origina1 form u publialled in 17050 under the 
title 1M ~ Haw, .. X_ .... ~ H..a. The poetr)' ill 
incredibly bad from the literary point of view, but the author'l 
_tal dexterity-thoup _ panicularly his _ compre-
hemive obIerwtioaa in pn»e-bu made the ~ aceptioaalIy 
illumiDatiq. From the ecoaomic: lltalldpoint it expreaeiI the 
necessity of 1Ielling. HiI priDcipal idea is that hu-. nee II 
necessary in order that UMmlpuloullaWJal, -w judges. and 
parasitic priesll, u well u hOllClt cin- dcpmdc:Dt IIpGIl them 
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may be enabled to live. Mandeville's numerous critics found it 
difficult to deal with this idea of his, which shows how much 
it was based upon the general view. The following' quotation 
from Mandeville purports to show how a country, which he 
compares to a beehive, would be ruined if all its citizens were 
honest: 

"Now mind the glorious Hive, and see 
How Honesty and Trade agree. 
The Show is gone, it thins apace; 
And looks with quite another Face. 
For 'twas not only that They went 
By whom vast sums were yearly spent; 
But Multitudes that liv'd on them 
Were daily forc'd to do the same. 
In vain to other Trades they'd fly; 
All were o'erstocked accordingly."· 

From a purely commercial standpoint, this view is only what 
must be expected under comparatively modern conditions. It _ 
was particularly tempting to the merchants and friends of _ 
merchants who contributed so much to the formation of mer- • 
cantilist thought. In certain circumstances, which were to become 
clear in the course of time, it also became the normal view of 
circles other than merely the merchants in the narrower sense 
of the word. Consequently, generally speaking, explanations 
must be sought also outside the sphere of money and precious 
metals. For the main part of the idea which I have just illustrated 
is still prevalent even to-day in many quarters, in spite of the 
comparatively unimportant part played by an eagerness for an 
import surplus of precious metals, even where the "fear of goods" 
has persisted unchanged. An explanation must therefore-be found 
which holds good for the popular ideas both of the past and of 
tqe present, and this cannot be found in the sphere of the money 
supply.:Ibis of course does not exclude the fact that the specific 
monetary conception of mercantilism deserves very great atten
tion, and considerable attention is devoted to it in the next part 

• 1622 Instr.: Fodera (Rymer) 1St ed. XVII 414 Hague ed. VII: IV 14-
Shaftesbury: Beer, The Old Cobmiol System 1660-1754 I 21.-0. Houghton] 
England's Gmu Hoppiness: '" a DWogw lJetwmJ CmrJml and ComplDinl (Lond. 
1677) 7; C£ below 161.-British MerdumJ: General Maxima in Trade (Lond. 
1743, 143-7 II passim).-Cary, An Essl!! ... 1M SIIIk qf England, ill lUltdim 10 
its T,IlIk, its Poor, and its Taxes (Briatoll6g5) 124; for his coDDeCtion with Locke 
.w. Thomas (note 2 above) 6g.-Mandeville, The Fahk qf 1M Jha (ed. F. B. 
Kaye, Ox( 19"40 I 32-1 18 ..:cording to the original page numbering given 
in the margin of that ed.). 
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of thy work. But the concern here iI with IOmething that haa 
remained predominant CM:I' a longer period of time, something 
which cohltitutel a ItroDg and decisive break with .medieval 
ideaa, but haa been adopted in later times ~thout essential 
alteration. 

On dOler examination of the matter, it ICeDII appropriate in
the fint place to dwell upon a phenomenon whiclJ W8I probably 
more an effect than a callie, but none the lea W8I and ltill iI of 
vital importance. 
0...;,., ...,..,.. 

The mercantiliat "fear of goocb" W8I nourished. among other I 
thinga, by the idea of ereatiDg work at home and of taking .... 
meaaUI'CI against unemployment. It iI hardly probable that the'· 
phenomenon of unemployment appeared luddenly out of the 
blue just when the new policy began, and that thy policy there
fore had ita cause in the changed chuaeter of the labour market. 
The connection W8I prelumably different. Studenta who regard 
inCJ'e&led unemployment aa a cause of the rise of protectionism 

"have quoted aa proof the dissolution of the monasteries under 
Henry VIII i if that were 10, then thinga would neeeaarily have 
been limilar in other countries where the Reformation gained the 
upper hand. Such an argument, however, is contrary to all the 
facta. In the fint place all inveatigatiODlihow that the monaaterics 
did not playa great role in providiDg for the needy. It ia probable 
that their irraponsible almsgiving-im:sponsible, that ia &om the 
point of view of the recipient and of lOciet)'-<reated more 
pauperiam than it relieved.' In the IeCOIId place, the new c0m

mercial policy went back at leaat to the middle of the 15th century. 
and. &om ill begioning. _ connected with the need for employ. 
ment. And 10 ill rise cannot .-ubly be aplained by the diaolu
tion of the monasteries, which only took place two genentiona 
later. Thirdly and lutly, in one of the earliest cues, there _ . 
no question at all of the abolilioG of aistiDg ~ploymcDt, 
but only of the ereatiOil of new opportunities fOr empIaymeot, 
quite irrespective of whether these had prmously been too 
lCanty. The moat probable uplanatiOIl ia that thia policy of 
ereatiDg employment originated JIftd.tcIy in the new attitude 
towvda pods. To believe that waempIoyment _ an e8"ect 
of the &urpllll of poda wu. then. a natural raction of thia 

• a:SdIaM, ..... " ") %1,.. .... ~ (Lpa. I.') 
l4figf.~ IIoecliaahaliaa<llloe _ iw ... AobIoJ .......... It .... 
&--or M*O eJ ~ U ,~; w..bb,. .... '-I.-a-, I cMp. '; 
-" ....... <1 ..... .-.-............... _ 
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attitude, not the reverse. On the whole there was no question 
at all of creating work in the way that relief work is to-day 
provided for the unemployed. It was a matter of subsidizing 
certain trades suffering from a more or less fictitious lack of 
orders, or creating entirely new trades, quite independent of 
whether unemployment existed or not. 

Once the new ideas had become established, the unemploy
ment argument found a place of honour in all future proposals 
and demands that aimed at measures against imports. From the 
purely theoretical point of view, too, this was perfectly explicable. 
No doubt it was possible occasionally to relieve some particular 
unemployment that happened to exist by excluding foreign 
goods. I t was not to be expected that the usually reverse long
term effects would be noticed. Even in the long run, moreover, 
employment may be created without a fall in wages ifproduction 
is directed to branches of industry in which labour cost represents 
a percentage of the cost of production above the average; and· 
it is conceivable that restrictions on imports can work in this 
direction. Apart from these economic truths, which probably 

~ had very little influence on the policy, it was only natural for 
ipeople to believe that increased employment could result from 
,'embargoes on imports, for at first sight this indeed appears 
most obvious. When people had once arrived at the view that 
a surplus of goods was something undesirable, the connection 
between this and the amount of employment followed almost 
inevitably. 

One of the earliest instances of the application of the unemploy
ment argument as a reason for the prohibition of imports is to 
be found in Florence in the year 1426. Here there was no reference 
to any existing unemployment. All thatwas said was that through 
a prohibition "many will enter the trades concerned, whereby 
the poor will gain abundant maintenance". The English legis
lation on ,the matter is easier to follow. It goes back to at least 
1455. In an Act of Parliament of that year, foreign competition 
was blamed for having caused the unemployment in the silk 
industry. Foreigners, it asserted, "destroy the said Mystery, and 
all such virtuous Occupations of Women". A later Act (1483) 
even stated that, "All workers in the silk industry, both men and 
women, are impoverished by the lack of occupations"-and this 
indeed as a result of imports. There is no doubt that the state's 
interference in this case was easier because it was a luxury industry, 
but the importance of the tendency could be shown to be much 
wider. As early as 1463, the first of these two Acts was extended 
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to a hOlt or other commoditiel. In 1467 th_export of yam and of 
unfullcd cloth wu forbidden on the groundt that the weaven 
and rullen in the country would thereby have more to do. In 
other worda, export hindranCei on leIJli-manuf'actured goodai 
aerved protectionist endt. AsJ almOlt contemporary French i 
decree or 1466, rorming the baaiI of the Ii1k indUltry of LYODl, 
later to become 10 CamOUl, wu Jell intercating in 10 Car u it wu . 
not actual1y directed agai.lIIt foreign gooda. But it, too, mentioned 
the pOIIibllity or giving work to teDI or thOUI&Ddt or unemployed 
men and women. It it _ how very much tbia argument wu in 
the air at the time.. 

The fint great diacUllion of thit matter, u of nearly all aocial 
and economic problema, occurred in England in the middle or 
the 16th century or rather earlier, during the reigIII ofHClIIT VIII 
and Edward VI. In thit connection _ C&lIJlot but mention a 
aeriel or writings, written apparently at the latest in the 1530'" 
two or which at any rate are bclic:ved to have been by 
Clement Armstrong. In one or thCle worb, which h~ 
dOei not appear to be hia, there it a demand "that nothing be 
brought by any or the KiDg'1 IUbjecli £rom any ItraDge place 
beyond the lea, the which may be wrought in any part or the 
King'I dominion". The lame demand it CODitaDtly repeated by 
Starkey in the imaginary dialogue ~ CardiDaI Pole and 
Thomaa Lupeet, which &lao appean to date £rom about 1530. 
In ODe or the -YI ucribed to Clement Armstrong. too, tbia 
argument wu put f'orwvd with vigour. He fOrmulates it, fill' 
example, in the f'ollowiDg tenDI: "By _ or great abundance 
or Itrange merchandilca and _ brought yearly into England 
hath Dot only tallied ICU'city or money. but bath deltroyed all 
bandicrafta. whereby great num~ or COIIIIDOIl people ahould 
have worb to aet money to pay for their meat and drink. which 
ofvery neceaity mUll live idly and bq and Ite&l. ... 
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During the period of more conscious mercantilism, there is 
naturally a constant repetition of this view on unemployment, 
sometimes with unexpected and interesting variations. 

_ Petty put the decisive argument in favour of this view in 
-unimpeachable terms when he said in 1662 that it would be 
better to burn the products of the labour of a thousand men than 
to allow a thousand men to lose their skill by remaining unem
ployed. This is the same reasoning as List once elaborated, that 
the power of creating wealth is more important than the wealth 

• itself. 
• Child's treatment of the problem (166g) went more deeply 
into econOInic facts because he linked it up with the question of 
emigration. His reasoning kept to the same lines as the colonial 
policy followed in practice. In its general tendencies, it had many 
counterparts in contemporary literature. In Child's opinion 
those colonies ought to be encouraged which gave employment 
to workers in the mother country by buying her products or 
freighting her ships. In that case, it was not harmful to the wealth -: 
of the mother country if people emigrated to the colonies. Con
versely, those colonies which took employment away from the 
workers in the mother country should be restrained in every 
possible way, or be forced into other activities. According to 
Child, the English colonies in the Antilles, Jamaica and BarbadOS' 
were therefore useful to the mother country, because every 
Englishman there provided work for four Englishmen at home; 
but "New England is the most prejudicial Plantation to this 
kingdom" because ten Englishmen there did not give employ-
ment to perhaps even a single one at home. Child's view of the 
problem of population was in general perfectly consistent, and, 
from the selfish and somewhat narrow point of view of the mother 
country, was thoroughly justified. Only emigration to colonies 
with other industrial possibilities than those of the mother 
country can decrease the supply of the latter's products and 
raise their prices there, and the reverse applies to the products 
which the mother country must buy: the supply is increased and 
the prices fall.7 The only relevant objection to be made is that, 

, Petty, Trearu. 'If T _ chap. 6 (&on. Writings I 6o).-Child, chap. 10 

(esp. ed. quoted above 19of., 212-16); Counterparts from the same period: 
Beer, Old CoImrUzl System I chap. '; on the theory: my ..... y "Utrikelbandelno 
verkan pA inkomsttllrdelningen" (NmilmllJdumomisktJ sIJIJiUr IiJliignm/l D. 
DIllIidsOll = EkotuJmisk TUiskrift XXI, '919: II).-A collection of quotations 
from the preambles to English Acta of Parliament after the Restoration 
dealing with the creation of employment 1IiIU: Fumiu, Till Posili,m 'If 1M 
LobOTIIT in G Sys_ 'If NaIitmslism 5' note + 
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from a dynamic point of view, prosperity in the colomea may be 
more important to the pl'Olperity of the metropolil than particular 
trade advantagel. The choice of examplea made by Child is 
apt to make this particularly clear to later generations. 

Of coune consideration for employment WII also bound to 
play a large part in the monetary theory of mercantilism, u may 
be pointed out already in this connection •. It wu possible til' 
justil'y the necessity of importing preciOUl metals, .. Malynea 
did (1601), by mowing that it caused prices to rile and,created, 
e,mployment. ConvencIy, the export of money could be oppoeed· 
on the grounds that it led to unemployment and depopulation, 
u wu done by the author of Bril4Nli4~. Cary placed the 
creation of employment at the centre of his reuoning, and from 
it he led up Co his demand for high prices (I6gS).John Law stated 
in 1705 that it wu impossible to act more people to work without 
creating more money. He believed that there had to be at lout 
lufficient money to pay wagea. He regarded thiI, u othen before 
him had done, u a justification for the mercantilist policy of 
papel' money which wu to lead to one of the world', first and 
greatClt inflation c:riaee.' 

MOlt intcreating are IUch obeervations u arrive, througb 
conCentrating upon a policy of creating employment, at practical 
re.u1t1 which are not reconcilable with the usual demanda of 
mercantililm. They demonstrate perhapl most clearly the impor
tance of this point of view. This is the case, e.g. with Child 
and Petty, particularly in the lattn pampblet (bra-'" .,. 
'-u., AI~ wtitten in 168a and publiahed in 16gS. Starting 
from the need for employing labour, they both came to the COIl
c1usion that the export of coin _ praerabIe to the export of 
uncoined precioua mdaIa, becalllC the fOrmer led to a native 
production of coinage. Barbon'l positioa. is _ more extn:me, 
for he adopted the view throughout that in CODSidcring the 
mpecUve meritl of vvioua industrltl, their c:apIICity to abeorb 
labour wu the only important criterioa. This led him to the 
concIusioa. ahat the export of preciout metab _ IICtUaIIy an 
advantage for the country, lOr if they remained in the country 
they OIIIy paid little In:ight and provided little work. but if they 
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were exported they would at least have to pay the cost of transport 
The Swedish economist, Anders Bachmanson (Nordencrantz), 
writing in the first third of the 18th century, even attacked the 
native salt refineries because they prevented the import of salt, 
which would encourage shipping. If import provided more work 
than native production, then according to him it must be given 
preference (1730). And so the idea of creating employment led 
certain writers to disapprove of the eagerness for precious metals 
and the efforts towards self-sufficiency, which, among others, 
were two of the most frequently discussed demands of mer
cantilism." 

The attitude towards technical innovations, labour-saving 
machinery and the like, involved the mercantilists in siInilar and 
even greater difficulties, and for obvious reasons lid them into 
internal contradictions. 

From the point of view of a policy aiIning at creat~ employ
ment, the rejection of labour-saving machinery would have been 
quite natural. In practice, econOinic policy during the period of 
mercantilism often did have some such effect, as has already 
been shown in the first part. This, however, was not because it· 
deliberatdy and consciously worked to this end, but because the 
gilds and most of the other medieval systems of industrial regu
lation dragged on even though tHey did not enjoy much sympathy 
among the mercantilist writers and statesmen of the 17th century. 
From the practical results_it is therefore impossible to determine 
the theoretical attitude of mercantilism towards this question; 
but there is no lack of utterances showing its character. This 
attitude in reality was IIOt opposed to technical innovations. 

How is this to be explained? Partly by the fear that foreigners 
would get hold of the new discoveries, and that new avenues of 
employment would disappear stilI more completdy if the dis
coveries were not exploited within the country. But another 
cause lay much deeper. Mercantilists were already possessed of 
the spirit of progress, the lust for enterprise and adventure, and 
novdty in itsdf often constituted an irresistible .attraction to 
them. The 17th and the beginning of the 18th centuries were 
the golden age for "projectors". One part of the monopolistic 
charters of Charles I was granted for machines of UJe most 
extraordinary kind, among them machines for draining swamps, 
sawing wood, enabling ships to sail against the wind, and mills 

• Child, New DisCflllTSI of Trade 7S.-Petty, QpanhdIlRl&1l1ll[Ul, etc. (Econ. 
Writings II of.4O).-Barbon, DiscflllTSI of Trade (lit ed. 39 f., 74~, repro '3, 
36 f.).-BachmaDJon, kcana DI&fJIJIJtIJiM d C<1f7II7fIrCii (SthIm. 1730) 337 fr. 
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to tum without wind or water and 10 on. The same applied to 
France, though to a rather lesser degree. Scipion de GramQDt 
(16110) referred enthuaiutica1ly to the fact that "time had been . 
ahortened, work made euier, and trouble decreased", that _ 
man could .pin more IiIIr. in an hour with the help of a large wheel 
than a hundred could previoUlly Ipin in a whole day, and that the 
.ame applied to "a hOlt of other thinga which have made human 
IndUitry more euy to produce". In Germany, mercantililt 
writen _re definitely full of projcctl and Icbema. During the 
reltoration period in England a nobleman, the IC:COnd Muquil 
of Worcater, puhlilhed an _y in which he enumerated a 
hundred of hil inventioDi (1663). Andrew Yarranton brought 
out a book entitled &''''' ImJw-I9 s.. _ r.u (1677), 
6lling ,eyeraI hundred Pagel with countls Icbema in every 
possible field; which were to IU\'e the aim given in the title, to 
help "to bvt!tcome the Dutch without fighting, to pay debll 
without moncy", etc., etc. Twenty yean later (1697) the famoUi. 
or notoriolll, Daniel Defoe puhlilhed an Essrg .. Projfar 
reviewing a hOlt of thcae projccll and plana. apecially in the 
sphere of commerce. The period of apeculation towards the end 
of the 17th and at the beginning or the 18th century let IoOIe, 
u iI-n known, a lood or Icbema for procuring capital from the 
gullible public for the mOlt fantutic putpOlCL Technical innova
tiona, it mUit be apecia1ly 1tn:SICd. or what passed u IUch. were 
at the time jUlt u enticiD&' u econom¥: advances in other direc
tiOlll. Cary (in 16g5) gawe • whole ICrics or intcrestiDg and 
happy eumpla. and aummed up the lituation in unusually 
characteriatic termI when he aid. "there it • Cunning 
crept into Trada ..... Clearly. thai. it had become psycho
losically impossible to oppoae the DeW Jabour.uviDg mcthocIa. 
In other words, througb ill amenl IOcial outlook mercan
tilism had already decided in f._ or tcchnic:al inDo
vations. 
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As an economic theory, on the other hand, mercantilism had 
not made any such decision, and therein lay the dilemma. A 
laissez-faire theory, which considers the function of economic 
activity to be the catering for needs in the widest sense of the 
word, encounters no theoretical difficulties on this poiDt, even 
if it has to admit that the reorganization of production often 
presents most serious practical difficulties. But mercantilism set 
out from a directly contrary standpoint, and in addition was 
preoccupied with a policy of creating employment. Its problem 
was therefore to bring its own fundamental position into harmony 
with the progressive attitude towards technical innovations, a 
problem which was theoretically insoluble. The most .that could 
be achieved was a more or less practical compromise not based· 
on principles. . 

Such a compromise is noticeable in, among others, Becher. 
His general attitude was still thoroughly medieval: He was, for 
example, the swom foe of the poly poly, or unlimited competition., 
and he demanded that no merchant should be allowed to develop 
his trade so far as to ruin another. But at the same time, .by hiB.. 
very nature and temperament, Becher was an out and out "pro
jector". His interest in invention led him to oppose the prohibition 
of ribbon looms, though he believed that the independent man 
(Nebenmann) competing with the machine should be allowed 
to exist and work, once the machine had come into use. His 
contemporary, von Schrtitter, on the other hand,· appears to 
have been in favour of the prohibition which Becher opposed 
(1686). 

A further instance illustrated even more clearly the helpless
ness in the face of this problem. In one of his later works, A Plan 
of the English Commerce (1728), Defoe discussed the problem of 
creating employment. He mentioned the case of an Englishman 
who had been ordered out of Russia because he had proposed 
to reorganize the river traffic by means of a new kind of ship, 
which required a crew of only 18 to 20 men instead of 120 as 
heretofore. The Prince had said that it was a scheme for starving 
his people. Defoe observed that "The Folly of this Conduct 
makes a kind of Jest upon the People of Moscow". But developing 
his reasoning further he, too, comes to the conclusion that the 
population should be kept fully occupied, without making any 
attempt to resolve the contradiction. In another connection in 
the same book he even said, "Notwithstanding in general, it is 
the Advantage of Commerce, to have all Things done as cheap as 
possible; yet that as it is the grand Support of Wealth and Trade 
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in England, to have our Product CODlum'd, and in order to it, 
to have our People and Cattle employ'd; So it ill not alwaY' 
the Advantage of England, to lessen the Labour of the said People 
and Cattle, by the "Encreue of River-Navigation." In the end 
Defoe thUi recommended the-very thing he had condenmed and 
derided in the Ruuian example. The l&IIIe applied in other 
C:UeI too. The f_ writer. before the middle of the 18th century 
who deliberately adoptesi a ~-fllin attitude had of coune 
none of theIC qualms or CODICienc:e, but wholeheartedly embrac:ecl 
the labouNavingjdea1; they are interesting from a theoretic:a1 
point of view, though their influence wu probably insignificant. 
Probably the fint and c:ertainly the mOlt IUrpriJing among theee, 
Joseph Lee, a "MinUter of the Gospel" during the Protectorate 

"(1656), in hit YillliWtioll " ..4 Rtp/4IJ EMIMtn, wrote, "Let 
it be granted that our land and bUliness lying nearer together 
fewer aervantl will be kept; are any bound to keep more aervantl 
than are needful for their bUliness, or may they not cut how to 
.do the l&IIIe business with leut labour: FnutN.ft' ,. Jim pH 
.ftni IflUI Ift~' And aImoet half a century later (1701), 

the "anonymoUi ~ ... 1M &sf.11II& T .... began by 
, thowing, with a wealth of eumplel, the ablurdity of too great an 

expenditUl'e of labour, in order to arrive at a c:onc:Iusion rec0m-

mending freedom of trade. " 
In the, popular merc:antililt literature, of coune, not ~ 

milch wu to be teen of the probieIDI in which mercantilism had 
become embroiled through the employment policy, for that 
literatur;e exilted tar more for the PUlJlOlS of simple and euiJy 
undentood propagandL For the pnctic:a1 application of p~ 
tectioniat policy, auch propaganda ... probably more important 
than the IUbtle argutneIlti of the best minda of mercantilism. A 
sood eXample II Nont~en·. book. The fOllowing piece of 
cheap but effective rhetoric II taken from an appeal directed to 
Marie de Medici and Louia XIII. who ... Ili1l a miDoI'-and 
it II quite typical: "We acijure your Majesties ••• " it IUIII, "to 
grant the request made in thiI IIlOIt UlJeIll appeal of a large 
I¥lmbel' of your lubjec:ls. aprested in the wod'ul Iigba of their 
womenfOIIr. and the -..awful cries of their childrea. Deiga to 
pennit them all to repre!II!Ilt to you. ia all humility, that their 

. trade is \he only inheritance of them and their hein, for aI*t 
from their liberty they have IILOthiDc besides thiI iacome, and 
JOreignen who wish to pia pel IIClliOil of it are 110 diJI'craat &om 

. him who tabs ano&her.. property by tyrumy'". etc. Thae 
unlOrtunatee, ICCDIdiar to MOIlII:bRcien .. ~ daired 
II t' ....... • 
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nothing more than the "driving out of idleness, the mother of 
all that is vicious, the root of all that is sinful" .'~ 

Idleness was indeed one of the most important considerations 
to the mercantilists. It comes 01lJl. hest~ h'owever, in another 
connection, in the discussion of the merclPltilist attitude towards 
wages, which is reserved for the end of this chapter. 

It is precisely the idea of creating e~ployment, and ill great 
importance for mercantilism, which ,teveals how very much 

, mercantilism regarded production as an ~nain itstlf. On this point, 
it was in theoretical agreement with the medieval outlook, how
ever much it differed from it in nature. The gr~at line of demar
cation between laissez-faire, on the one hand, and all prlMops~ 
and perhaps even all later, conceptions of society on the other, 
is very marked here. The next part will indicate how remarkably 
and how closely this idea of production as an end in itself was also 
linked up with the mercantilist theory of money. • 

~. HISTORICAL ANTECEDENTS 

Although the "hunger for goods" was normally predominant in 
antiquity and in the Middle Ages, yet the contrary view also 
had very early antecedents. 
A"Ior"", 

One of its medieval roots was certainly the idea of autarchy 
or economic self-sufficiency, which is already to be found in 
Aristotle. But still we must hasten to add that the idea of autarchy 
is not identical with the mercantilist "fear of goods". The aim of 
the former is to limit or entirely abolish all trade relations with 
other communities, and not imports alone. The mercantilist 
idea of forcing exports and limiting imports is really no more· 
nor less autarchical than the medieval policy of provision, which 
had precisely contrary aims. But in reality,people were 'Often so 
vague on these problems both at that time and to-day that they 
did not realize that exports, just as well as imports, forged links 
with other countries, even apart from the fact that one pre
supposed the other. It is significant, for example, to find the 
Austrian, von Hornigk, Becher's brother-in-law, making lIP 

11 Becher, 1'OliliscM Diseurs part I chap. 4- § 6, part II chap. 4- (1673 ed. 7~, 
1~4).-Von Schratter, chap. 1M (1St ed. 534).-Defoe, A Plan 'If l1li English 
C_" part I chaps. 1&.7 (new ed. Ox£ 1928, ~ fI'., I,D f.).-J. Lee, 
'EVTaHa TO. ~"PO" or, A Yindie<Jlim 'If A RegulaUd EndosJIr. (Lond. 1656) ,.
ConsiderQ/ims upon l1li EMI InJis Trllli6, esp. chap. 10 (ilL ed., Lo" .. , '70',' 
4-9-59).-Montchretien 95 f.-Y.s. I ~".-Cp. E. A. J.Johmon, "The Mercan
tilist Concept of , Art' and 'Ingenious Labour''' (&orwmie His/m7, Supplement 
,?ftM&orwmieJDIIT'NIl, II, 1931, ~34f1'.). 
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much ado about the "independence" of hit country, and yet at 
the lame time dt;manding that expdlu Ihould be pUlhed forward 
inceuantly (161f4). Ofreal autarchy, e.g. in the cue oCa pouihle 
blockade in. wat-dll\e, comparatively little wu laid. Becher 
certainly had it In mind when he luggested that people should 
not have dealingt with their neighboun, for the commerce could 
not obtlaat the.criendlhip. Sometimes, as in the DimJurSf qf thI 
Cimunon Willi, aD attituct directly opposed to the idea of autarchy 
wu taken up. Aubu'ch1ctl tendencies were of practical importance 
reall)' in one cOI.next alone, where they were, it it true, applied 

. only onesldedly, but where they acquired great significance. 
'that wu in the relatioDl between the mother country and her 
-colonlcl. According to the Old Colonial System these two were 
to lupplement one another in IUch a way that everything pouible 
Ihbuld be procurable within the unit formed Ity the mother 

. country and the colonies. But as long as the ultimate goal of 
mercantililm wu to export as much u pow'ble from thia economic 
unit, it wu ltill far removed from any real aspiration towards 
autarchy. The efl'ortI to produce military IUpplies within the 
country may be considered as a partial fulfilment of'the idea of' 
autarchy, for there was no desire to develop their export. But it 
would be quite wrong to aay that they played any predominant 
part at all. U " 

There was, however, aIao another clulical ideal in the economic 
ficld, the ambition to aell more than _ bought, and thia 
oc:c:upied a conIiderably more prominent place in mercantilist 
philOlOphy. Becher', oblervatioa rec:onIed ahem: (u. II 116) 
ex~ this ambition in ill extreme Corm. though he did not 
refer to any clulical precedent. But English works of' the 16th 
and ~y 17th centuries frequently referred lID a ltalement of 
Cato major lID the effect that the father of' a family ought lID aell 
but DOt to buy ~"'J..w.s ______ ~).u 

u P. W. _ HOmiP, 0aI0n0i00\ .... Mk, _ • _ .or. duq& 1-.0, 
ss." ,...... (ed. ll ............ .,., ........ '1I?-9B).-Bocbor. hi. ~ 
put II (ed. "",'9).-(HaIoo). ~ fl. a... w .. (ed. ....... ) ' •• -a- buoa hiI ......... tiaIl ..... Old o.a..w Polity _ .... priIII:ipIe • 
~. but be do. _ ~ .. ...u.. .... Iimi ... i .. appticabiIity • 
..... Lq....".,.... .. _ .. be .......... __ ~ (l1f6s,1II1 t). 
Tbt_Ia ............................. F-.- ...... ( ..... .. 
~ L'iMt. r--. ~ .... '!IIS) it Ii- Ia P. HanIa" 1M 
........... ,,~. ,..... 1Ct'l' _ ZVIll'''' ( ..... 9'11) 
·SIf. __ s.-r.l..lI.,t 
--0."" Dt tift ............ ( .... KeiI" ..... 'IM.' .s)..~ .... 

.... lip 0IdI: .~ II' .,1 _. a....a... .. ___ .a... 

........ iII.our. "1- a... ...... ( .... I.-..l '7'). W1ooeb, r ..... " 
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Taken literally, the dictum makes no sense at all. The psycho
logical truth underlying it is, 'of coilrse, the fear that an individual 
or a country could be ruined financially by ?oing the opposite. 
Mercantilist literature is therefore full of dirges regarding import 
surpluses and the outflow of precious metals. To this extent, the 
new conception is sufficiently explained by a reference to such 
popular arguments, which seemed to take on an add'ed authority 
through being fortified by classical quot!ltions. But thl': principal 
point still remains unexplained. Ho~ was it that this idea 
happened to attain such prominence just under mercantilism, 
superseding the hitherto prevailing policy of provision? The 
reply to this question must be sought in an examination of the 
beliefs, the policy and:ihe economic world at the birth period of 
mercantilism. 
Municipal policy 

Even in the economic policy of the towns, which tended mainly 
in the opposite direction, there are certain points of contact with 
this train of thought. It is necessary at this juncture to return 
to a line of argument broken off in the second chapter of this part. 
We must investigate, that is, the degree to which the interests 
of the craftsman led to a protectionist attitude not only to.wards 
individuals but also towards goods. 

In the first place, such a point of contact may be found in the 
BanTl1Tllilenrecht. This contained hindrances and prohibitions against 
such crafts outside the town as were carried on within the city 
itself. These prohibitions appear for a long time to have been 
confined chiefly to such craftsmen as competed with the municipal 
craftsmen. But towards the end of the Middle Ages it seems to 
have become customary to apply them also directly to the goods 
coming to the city from the BanTl1Tllile area around. Thus in 1414, 

. Lubeck forbade the import of harness from villages and dependent 
rural towns. A famous example is the Low German letter of 
complaint of the later Middle Ages directed by the small towns 
of Krempe within the BanTItTIlile of Hamburg against its un
scrupulous taskmaster. Hamburg was employing forcible measures 
to divert corn from Krempe to herself, such as removing ships 
from Krempe's harbour. At the same time she refused to buy 
beer from the citizens of Krempe and wanted to compel them 
to buy beer from Hamburg. The letter declares: "We cannot 

CtmITIIl1'U (1601); Malynes, La M",Ulloris. part I chap. 5 (lIt ed., Lend. 1M2. 
60); [E. Misseldenl. Fr. TrtW or, Till MetIIW to MaJr. TrtW FUwisA (Lond. 
1622) 12 f.; but tbe list ia far from complete, tbis tag being very popular witb 
mercantilist writen. 
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but think that you IDtend to z:emove our com forcibly from our 
ltore-hOUIei. • • • Our beer you will Dot admit into your city, 
we mUit drink your beer under compuWon. We Ihould not 
much object to thia, if you would allow UI our trade, 10 that we 
might earn the money with which we could pay for your beer. 
But that you decline to do, and .deltroy inatead poor people, 
who bavo fumiabed you with much good com." In conclusion, 
the latter promiael that if Hamburg treatl the town well, "it 
will lend them all ita com and othera Done". The point ia pel'
fectly clear. Hamburg wu "a brewery" (u it wu called in a 
deacriptioll • hundred yean later;' but at the aame time wu 
dependent on the lupply of com for dOQleltic coDlumption and 
intermediary trade. It wanted to giveritl outlying B4IIII1IUih 

, territory the lame poaition u wu given by mercantilist .tatea to 
'their colonies, in other worda it wanted to make the dependent 
territory the lupplement of the "metropolia" u regards both 
import and laIe.lI 

Thia CODltituted a departure from the policy of proviIion to 
the extent that gooda were Dot retained at any price-in the 
instance given, Dot even 10 important an article of coDlumption 
u beer. People nther concentrated on enauring the import of 
luch gooda u could Dot be produced at home. To thia extent, the 
s-iu-AI of the medieval citiel undoubtedly contained an 
element which went beyond the bounda of the poliey ofprovision. 
But nevertheleaa thia element wu apparently very circumscribed. 
and did not appear in a more pronounced form until much later. 
Howeva' important thil municipal economic: policy may have 
been lOr the colonial poley of mercanti1iam, it doea not take UI 

much further in the matter of protectionilt policy. 
Secondly, howeva', protectionilt teDdeDciel were doeeIy con

Dected with the gilds, and particularly with ,ul ~ i.e. 
the limitinc of the right to pnctDe • cnf\ to members 01 the 
handicraft orpniaationl. The earliest _ 01 gild histort 
make thil quite dear, without PIlI into the debatable queatioaa 
of the origina and rootI 01 the cnf\ gilds. SevenI _plea, talr.ca 
tiom the early period, may line to illUitnte the poinL 

The Rhine ton at (A)bIeu contained a c1ausc datinc from 1104-
No restrictioaa were placed OIl bakera, ODe olthe croupI 01 c:ran. 
IIlCD mcntioaed therein, while with rqard to anothc:t group, shoe-

,. w. ~ -z .................. <: .............. $12_ .... .. 
...... Villi l16$t).-H 'd-~ X .... fiI&s.-b '" lies 
-' ....... .,_ ....... eI ........ eI~ ...... (W.v ..... 
GoooAiM ........ ~ ....... IttS. ...,; cp. 8Dl). 
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makers, it was laid down explicitly tIIat strangers were not to 
sell shoes witllout permission of tile toll officials, and tIIat where 
tile right to sell was granted, it implied tile payment of a fee to 
tile shoemakers of the city. In tile charter of the Magdeburg 
shoemakers' gild (between 1152 and 1192), strangers or "guests" 
were prohibited from marketing their wares witllout tile per
mission of tile members of tile local gild. A ratller later charter 
of tile shoemakers in Halberstadt (1230) similarly made tile 
exercise of the craft witllin the city by strangers dependent upon 
the consent of tile local craftsmen. Later German examples are 
of less interest. The clearest expression of tIIis tendency is to be 
found in England and goes back as far as the second tIIird of tile 
utll century, being found in the Lihertas Londoniensis. Without 
any connection with tile gilds it was there laid down tIIat no foreign 
"mercator"-a term often including craftsmen during the 
Middle Ag~hould be permitted to dye within the city or 
"execute any work belonging to the burghers". The municipal 
charter of Montpellier, confirmed in 1204, contained a precisely 
similar clause.'· 

These examples undoubtedly express a tendency towards the 
protection of goods far more than is the case with the measures 
mentioned in the second chapter, directed against the competition 
offoreign merchants. Nevertheless they too had important points 
of difference from protectionism proper. 

The first point revealed in the German examples is that their 
fundamental criterion is not whether a person is a stranger or not, 
but whether or not he is a member of the municipal handicraft 
organization. Non-citizens were indeed excluded, but in their 
capacity as non-members, and therefore in precisely tile same way 
as citizens who were not members of the gilds.lfstrangers became 
members, the prohibition no longer applied to them, and like
wise if tile compulsory gild restrictions tIIernselves were lifted. 
This is supported by many documents. The Cologne gild of 
bedspread weavers, according to a regulation of 1149, expressly 
included botll natives and strangers. Felt making for hats in 
Miihlhausen in Thuringia (lI31) and cloth finishing in Magde
burg (lIB3) were prohibited to natives and strangers alike 
unless they became gild members. Non-burgher wool weavers 

11 German documents: U,ktwlm (eeL Keutgen) No. 80 and 258 resp. and 
R. Eberstadt, Magiskrium und F,a1m1i14s (Scbmoller'. Forschungen XV:· 
0, Lpz. 10g7) 258.-LibmGs LmdonimsiJ: • .s. chap. 2 note 17.-Montpellier: 
after "I.e petit Thalam ... de Montpellier," quoted in Eberstadt, DIU fttmd
sische C-bmchI, etc. 38.-V.s. I 376. 
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were kept out in Halbentadt (uBS) jfthey were not memben. 
When the SUd of butchen and baken of Erfurt was abolished in 
12640 all limitatioDi on foreign crafbmen were abandoned, 10 

that according to a letter of the mayor, the crafb were thrown 
open to "every man both native and foreign". The regulatioDi 
were thul officially not directed againat foreign craftsmen as 
luch at all, and in practice only to a lmall degree. They applied 
exrlusively &gainat the B6111w"., to \lie a rather later expression, 
regardleu of whether they lived within or outside the city." 

Dilcrimination agaiDit Itrangen on principle in favour of 
burghen occurred in only a lurprisingly small number of cues. 
Even where it did occur, there remained a JImrnt4l jadqr in the 
protectioniat tendency. Thia ia manifest in the English and French 
regulatioDi cited above, where there ia no connection with any 
craft organization, as well as in most of the German examples. 
There are only three early German documenta mown to me 
(Coblena 11040 Magdeburg 11511/911 and Erfurt 11164) that 
touch at all on the question of the sale of goods produced outside 
the dty. Probably in these cues, and almost certainly in all the 
othen, the prohibition applied exclusively to unauthorised 
trading within the city itaelf. Thia obviously tallies with the fact 
that the prohibitioDi were not directed primarily against strangen 
as luch. Still, it ia possible to detect in it a rudimentary pro
tection of good., principally beca_ protectioniat policy _ 
extended in thia way to the Iphere of ~ Nothing ia more 
natural, as the ltep from ordinary gild rqime was apparently 
very Ihort inde«l. In view of thia, the remarkable thing ia not 
that there was any connection, but that attemptl at pure pr0-
tection of goods were 10 very rue.. The German historian Eller
stadt nlay be right in luggeating that the impossibility of exercising 
gild control over the production of "foreign" goods and aIIO 
their deviation from the normal types provoked the municipal 
cnftsmen." But thia makes it all the more atrit.ing that 10 little 
- done against the import of aoods. It indicates that at this 
early period of gild history the policy of provisioa _ atiIl pre-
dominant. and consequently people wen: DOt iacIined to take 
any _urea against the import of gooda themsdves. 
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..J.t gmIT"z prineipll 
We must therefore seek other causes for the departure from 

the principles of the policy of provision and the transition to 
the opposite extreme. In doing so it must be remembered 
that it is necessary to explain the appearance of a new general 
principle. 

This is not to say that the new attitude came into being suddenly, 
or everywhere with the same force. It first appeared in those 
branches, and was applied to those goods, which were already 
extant within the area to be protected. There it already had a 
certain measure of support in the gilds and the economic policy 
evolved by the gild,. But even at a very early stage, in fact strictly 
speaking as far back as the new tendency can be traced, the 
principle was also applied to goods which were not actually pro
duced within the area but which its inhabitants desired to produce 
there. Even then there was still a touch of municipal economic 
policy, because the goods people were so anxious to produce· 
fell within the scope of municipal trades and were thus industrial 
or handicraft products. The example concerning the quarrel 
between Krempe and Hamburg is an illustration in point. A 
later example of greater importance is the English contrast, 
frequently met with, between goods "for the back" and goods 
"for the belly"; on the one hand food-stuffs, the prices of which 
were to be kept low, and on the other industrial products, parti
cularly textiles, the prices of which it was desired to keep as 
high as possible. This contrast persisted obstinately, and in it 
municipal policy was perpetuated. There was also a lingering 
idea that different branches of production should be reserved 
for different countries, as will appear in the fifth part of the present 
work (v.i. 278 £). 

But finally nothing remained of these distinctions. When the 
encouragement of new industries was no longer applied to one 
city alone but was extended to the country as a whole, in other 
words when this tendency reached its zenith, there existed no 
sort of production that was not considered beneficial to a country, 
however absurd it might appear from the standpoint of the 
natural conditions of the country and the character of the people. 
As we know, it was much more difficult to escape from the rut 
of municipal policy and to extend the new policy to agricultural 
products. But finally even this was successfully carried through, 
and the final stone was laid to the system of "solidarity pro
tectionism" which asserted that all production in a country, 
potential and existing, should be enc~uraged. Thus protectionism 
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came to develop the .ame universality u had characterized the 
pollcy of proviaion. 

In entnining the caUiea or thil great change, it iI tempting- , 
eapecially to believers in the Mandat thesis that all hiltory iI a 
history or clall .truggle-to consider the distribution or power 
between the clallea in lOclety and to Ulume that the interesll 
of merchanll and cODiumera were made subservient to the 
intereata of the producera. It iI certainly conceivable that such a 
change played a part i though u far u I know there 0 no know
ledge of ill nature or even any prooC oC ita existence. In any cue 
it appean impouible to put most oC the weight on tho unknown 
Cactor. ~ Car u I have been able to discover, the principal 
explanation 0 to be found in the Kcea to popularity of new 
econotnic conceptiona, not in a new distribution of power. 

People are actuated, to a greater extent than one usually 
tend. to adtnit, by their more or lea conacious or instinctive 

. notioDi of what iI right and natural. Thil doea not contradict 
the view of their being aoverned by".elr.interest", though it may 
aeem to do 10; Cor they partly interpret their own interesll in the 
light oC thil conception, thinking to gain or lose in accordance 
with what appean in regard to it u econotnic gain or 1011. On 
the other hand they often feel hampered in aaerting their intereltl 
in luch a direction u they themselves consider harmful to the 
pera1 aood. They certainly punue their own advantage with 
all the atrength at their command, but they leek to do it in a 
_y which will harmoniae with their own and their fellow
citiaena' conception of econotnic and aocial good. Thia can be 
Wustrated by a multitude of eumpla. 

A very aood instance is the treatment, under mercantilism. 
of the products of Iheep rearing in a country like England, which 
was IOvemed by luge cattle-ownina landlords. The export of 
theae producll was prohibited in the interaa of the cloth industry 
and, u Adam 5tnith remarb, the ltatutea were written in blood, 
especially an Act paaed during EliIabeth'. reign (1565/66). Thia 
IOrbade the export of'live sheep on pain of'coofi.acalion of'property, 
a yew" imprUonmeot and the cut1inc oft' of' the left hand, while 
the death penalty was provided lOr a recurTeDce of' the oft'car:e. 
The Int Resu..tion Parliament, in which the victoriout landed 
amtocncy had the upper hand, exteDded the export prohibitiom 
to wool (1660). The RUOIllOr thia policy, which was after all 
against the intereltl of'aheep ran:n, was that the ~l 
of'the cloth industry was CODSidc:red to be in the obvioua mtereltl 
of'the country .. a whole, and that wool producen did lICIt care 

~ 
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to prevent a measure in favour of an industry which was generally 
regarded as the economic backbone of the country.18 Again, in 
the Victorian era the influential industrialists were as great 
believers in free trade as the rest, though no doubt many of them 
might have gained something from protection; they lacked both 
the belief and the courage needed for insisting upon it. Instead, 
they furthered their interests by pressing for lower tariffs on 
other products than their own, and resisting legislative inter
ference in the exploitation of women and children; for this attitude 
harmonized with "the spirit of the age". On the other hand, in 

. protectionist countries to-day, representatives of the export in 
industries rarely attack tariffs, although these react adversely on 
their own production. Nowadays it is "good form" for an indus
trialist, and in fact for any business man, to be a protectionist. 
In deference to this, the special interests of particular branches . 
of production must stand aside, often because the real position 
is not clearly appreciated, but just as often too because of the 
belief that tariffs are beneficial to "industrial life" . 

In the problems under consideration here, too, we must seek 
for explanations outside the political and social distribution of 
power. This is all the more true since the matter under discussion 
was not a sporadic tendency but a vital reorientation of economic 
policy. It took place in one country after another and in the 
course of centuries was applied more and more consistently, 
regardless of the great variations in the social distribution of power 
at various times and in individual countries. In these circum
stances, it would be absurd to explain the tendency by the 
incidental balance of social power at a limited period of time and 
in one particular country. It is not difficult to find, in place of 
this, an explanation which can claim to be valid for the whole of 
the subsequent social development of western Europe. 

In point offact, this explanation has already been given in the 
previous chapter, and can be expressed briefly as the extension 

rof motUy economy. As soon as the result of production, from the 
) producer's standpoint, no longer consists in other goods but in 
J money, then the money yield appears as the only aim of economic 
\ activity. Other goods are then considered unwelcome since they 
'. are merely comp.eting with one's own products for the monetary 

I. Statutes: 8 Eliz. Co 3; '2 Car. 'II c 32.-Adam Smith, Wulth 'If Naliolu, 
Bk. 4 chap. 8 (ed. Caanan II '46); on the .660 export prohibition on wool 
(somewhat one-eided) FUI1li!o, PosUitm 'If 1M Laborer, etc. 3~.-Y;.u abo the 
apposite observatioDl in P. J. Thomao, MnumliJism tmd 1M &'1 IndUI Trtull 
58 r., as wcll a : Lipson III 22-34-
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equivalent. For a time, 14isn1f.-!ai" wu able to force back thia 
almOit inevitable economic fallacy, owing to the unusual virility 
of ita doctrines, but it wu far from being able to eradicate it 
for all time. 

It ia of coune difficult to relate the rile of protectionist views 
in time, predaely with the extension of the money economy. A 
revolution iD people'l economic views dOei not occur luddenly. 
It takes time to complete itlell; and iii lOme C&lel the time required 
ia considerable. Neverthelell, thia explanation which we have 
given fitl in a1IO with the temporal development. The fint real 
attemptl at a protectionist policy occurred in North Italy iD the 
fint part of the 13th century, that ia at the end of the Crusades; 
when money economy wu making great progresa. Next, the new 
tendency spread fint to the Low Countries, which were iD an 
advanced ltate of economic development, and to England, later 
to France and the rat of Europe north of the Alps. It only 
reached Sweden at the end of the 16th and the beginning of the 
17th century; until then natural economy had dominated 
Swedish economic life. U or course it ia not possible to provide a 
ItNf that thia explanation ia the right one. The proof must lie 
in the economic analywil of the lituation, and 11 established if 
the raulta arrived at are not contradicted by the knoWD facti 
and if these do not admit of any other equally plausible iDler
pretation. 

S. ITS IUS! AND EAJU.If.ST HISTORY 

The fint definite protectionist meuuns were taken, u _ have 
already observed, in northern Italy, where economic: deyelo~ 
ment wu mOlt advanced during the whole or the Middle Ap. 
The oldest cue bOWD to me, significantly enough,1I an attempt, 
by prohibiting imports, to create a native industry ol a kind 
which did not exist there but _ already 8.ouriahing iD another 
town. that is, not a "protectionist" IIlCUUN iD the literal _ 
orthe _m. I refer to Panna, which iD .R •• prolu"bited the import 
or N-IMi, u it wu called, a apecial kind ollight c:ou- &ooda 
produced in Piacenaa. The object _ to produce them iD 
Panna itle1l; and this appean to have heal IUCCaICulJy canied 

.. Wit!l ........ to dot ........ Swedioll ciI ., I ........... dIiII --Ia .. ,_,"SwIIoIt_ochP"'"".' H' ...... i ...... Iid"(a... 
.... T""*V't n"V. I,." .lOt). ......... "NaIunII .... ....., r-., 
.. ilhatnted IN. Swodiob H;.,y ill the sa.-t. ~ 0-- " 
............. ".,.,lII.I ... lt.).M'....., ..... bdinm .... ...... 
-r ... - ...... ~ .... .., ......... br.....,.. 
CIIIaIIIlIioao ill S'ftdoa ....... ill 1M .w.-,. 
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through about forty years later. A decree of the following year 
points to the existence of a prohibition against the import of 
warp yarn, which must have been drawn up by the wool-' 
workers' gild, arte de lana, in Florence. 10 

The measures taken in Venice, however, were in every respect 
more important. 'The economic development of Venice is generally 
believed to have started with the salt mines. According to Cassia
tlorus, they produced "edible money". Towards the end of the 
lOth century, this domestic production of salt appears to have 
been used as a commercial weapon for the policy of provision. 
Isma and the Mark of Verona were forced into subjection by 
having their supply of salt cut off, causing the death of their 
cattle. The salt mines were partly under state control, and the 
fiscal interests of the state must certainly have paved the way for 
the opposite protectionist tendency, so that in the end efforts 
were directed to the encouragement of export instead of the.' 
rendering of supplies to other places more difficult. In its treaty 
of 1230 with Venice, which we mentioned before, Ferrara had 
to be prepared not to obstruct its import 'of salt from Venice. 
In 1228 and 1243, prohibitions weI:e enacted against the import 
of salt into Venice from non-Venetian places on the Adriatic. 
The policy of hampering imports had thus J>egun in the case of 
so important a necessity as salt. u 

Another measure, which likewise originated in Venice, is 
even more interesting in the development of protectionism and 
mercantilism. It consisted in making export a condition of import. I 
only know of one example of this dating from before the 14th 
century. According to a treaty between Venice and Ancona of 
1264, the whole of the money received for goods sold, including 
the limited number of goods which Ancona was allowed to dispose 
of in Ferrara, Bologna, and Lombardy, could only be used for 
purchases in Venice. This stipulation is certainly connected with 
staple policy, but none the less it is a very typical expression of the 
belief that was growing up that selling goods was profitable, and 
importing them was harmful. The contrast with the policy of 
provision becomes evident when it is compared with the kind of 
compensation policy carried on in the early Middle Ages and 

'0 AfIO, StoritJ tklla ciIId Iii pQT1NJ (Parma 1792 /f.) 111325, in Scbaube 768. 
Santini, Doamrmli tkU'tlnliuJ eosIiIru:ioM tkl comune Iii F;'m.u (Doc. di ltoria 
itaJ. X, Firenze 10g5) 376 in A. Doren, E1IIwiJd1l1ll rmd Organistllirm tkr FiIII_ 
liner ZiinJU im '3. u. '40 jolrrh. (Schmoller'. Fonch. XV: m, Lpz. 10g7) 9 
note 2, and Scbaube, 0/1. til. 

II L. M. Hartmann, "Die wirtachaftlichen AnBnge Venediga" Wink1-
jailrscJrr.f. SOJ;.-4J. WirlsduJ.jlsguch. II 19% 434-42). 
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during the Great War, dClCribed in the previoua chapter 
(11.1. II 85), when licenCCl for export were made dependent upon 
.ufficient iniporfJ. It wu a complete revenal or thill teDdcncy: 
elQXlrt beiog made the coodition ror import, illltead or the 
revene. 

The VenetiaD meuurea were a1to connected with the North 
Sea galley expeditioDl iIIItituted in 13140 At lint, DOn-citizent 
were allowed to participate in them, but u early u 1321 they 
were excluded. Towardt the end or the tame year, they were 
again accepted, but with the characteristic proviso that the 
value of their importJ to Venice .hould not exceed the value or 
the goodJ which they had exported thence in their galleys. Thill 
clause wu a1to applied during the .ubsequent period, and from 
1328 onwardl, it became an integral part or the VenetiaD IaWl 
against "merchant Itrangen" for goodJ imported from other 

. localities u well. Of the lint proviIiOD, it wu laid that it wu 
iuued ... " soW_, accordiog to cuatom, although it it not poaible 
to tee how far theae warda refer to the right or outsiden to 
participate in the expeditiolll, or whether they only refer to the 
preacriptiom regarding limitation of their right to import. But 
the expraaion makes it DOt altogether improbable that a measure 
of thit tort dates back even further. 

In England theae rqulatiom were introdua:d towudl the 
md of the century, in a .tatute of 13900 the Statute or Em
p1oymmt, which probably followed the VenetiaD model The 
economiat. Richard Jonet, writiog in the IBto· •• called it the 
"Balance of Bargaina System". i.e. baIanc:iDg the import and 
export traDlactiom of every individual merchant. That a measure 
COI'ftSpondiog 10 clOlely to the priDciplea ofprimitive macantilitm 
ahould later have heeD taken up eDewhere too it DOt 1UI'prisinf. 
It II to be IOund in Portugal. lOr example, uncler the ume .uc.u.-.,.,. at leut from the latter part or the 15th caatury 
onwarda." 

• VIIlice: Scha ...... "Die Aafbae dow _____ ('... f "'-

..... dow NanI.e" (IIU&. ~1ibIItriIt CI, ,goB, 6. II:. 'j6) _ ..... _ 
XXIV M .... (~MiIIi XI Co is; alae ........... ",.,.. _ p-
~u- ........ ~ __ de V...w. ...... ___ de 
FIudria .. _ pIuI".-cp. ~ ( .... dIap. e _ e) II ", +t; ... 
...... ( .... IacicImaaIIp ............ w) ___ ...... ~ wi .... _ 
....,.u.,. ................. ~ (No. 799l. ............ ,.. 
,,,,.~: 14llid1. II Co';qo. (R.J-J "Priooaiaiw NiIiaoI ~ 
'" EIIclucI" (~ .... LXXXV, ... " ... £) ........... L •• 
~ {w GoooIIiafIIr • ,. "" d io (Bal. 1-.) se £~: u-,. v __ ...... ( ........ _.s) I .,.; ....... ., ....... 
- Ii .......... hi iIIIriI4 .. '411 .--....... 
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The later extension of protectionism in North Italy is not 
particularly interesting for our purpose. In Genoa it appeared in 
the second half of the 14th century. In Florence it was in full 
bloom before the end of the same century though it lasted only 
a short while. It was particularly well developed in the second 
most important city of North Italy, Milan, from the middle of 
the 15th century onwards. III 

In the meantime, protectionism had already spread to western 
Europe. It manifested itself first, perhaps, in the Netherlands. 
After the middle of the I¥h century regulations which, according 
to Pirenne, originated considerably earlier, had the object of 
excluding English cloth from trade. In the charters to the 
Hanseatic merchants in Bruges 1359/60, it was stipulated that 
they had to send back English cloth, which came into Bruges 
via the mouth of the Zwijn and that they were not to deal with 
it in any way, not even to open the bales of cloth. They were 
permitted to export everywhere "although" as the Bruges text 
remarks, in typical protectionist fashion, "it is very injurious to 
the said city of Bruges". In 1434 Philip of Burgundy, the then 
ruler of the Netherlands, prohibited the import of English 
woollen cloths and English yarns in all his territorities, because 
these countries, whose backbone was the cloth industry, were 
"very much uyured and obstructed and are still suffering" by 
the continual imports of the English." . 

Though it is difficult to establish the date when protection was 
first introduced into England, the development there is exception
ally interesting. What is apt to confound the issue are the particu
larly strong tendencies already noted to forbid the export of raw 
materials, and above all those of the textile industry, on account 
of their double character as parts of both the policy of provision 
and protectio!J.ism. In the case of the measures of 1271/74, 
directed against the cloth imports from Flanders into England, 
there were practically no other motives than those offoreign policy. 
The researches of Professor Unwin and his followers led them 
to the same conclusion with regard to Edward Ill's pro
hibition against the export of wool and his prohibition against 
the import and utilization offoreign cloth (1337), only with the 
addition that fiscaI motives were also involved. Professor Unwin 

II H. Sieveking, a-s. F~ mil iullNier" lJeriieI£sidIIjgrttll tIIr c..s.. 
iii S. Gimg;" I (Freib. i. B. 18gB) '47 (-Schulte (0 ... chap. 2 note 2) chap. 
50.-POhlmann (o.s. note 5 ofthD chap.) 102 note. 

.& "Hoe da! bet grooteliic gael tieghen de drapery<: van de voneider ltede 
van Brucghe": printed in HtIIfSiscItu Ur~ I No. 430 § 19, cpo No. 45'1 
§ 62, No. 495 § 24--Pirenne, KuI<Jir, tI4 Belgiqw II" (Brux. 1922) 197. 
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UlUmeI that the KiDg'1 inaia object in leepiDg out the com
petiton or the Dative doth iDduatry _ to allay the WII'at in the 
COUlltry. But if thia ia true. public: opiuioD IDUIt at the time haw 
bad a c:enaia protec:tiOlliJt ball. or to put it more can:fuDy, the 
"love or goocb" caDDDt have been IlnIDg enougb to prew:Dl 
DISIUla agaiDJt importL But it ia BODe the Iaa ccrtaia that in 
Edward III'I mgu the policy orproviaiOll_ wry much more 
predominant, and that the oppolite view 0DIy UII:rtaI itself 
much Iater-in the cue or iDduatrial protec:tioaism. 0DIy in the 
middle or the fullowing c:eDtury UDder Hemy VI ad Edwud IV. 
h wal embodied at the time in ltatUta wbicb haw ahady 
been mmtiODed above, in CODDectiOD with the policy or cratiug 
employmmt and ililigniJicaDcc for protectioniam (u. II In t). 

But what lcada apccial iDterat to the devdoplllCllt in England 
are DOl thae meaaurea, which iDdeed bad many ~ ill 
other countriCl, but the udaa chaDge in policy in rqard to 
the cora trade, where England _ UDique, thougb her policy 
_ the rncne of coasistaat. AI early .. 1S9f, all fixed export 
probibitiOlll OIl cora were repealed. IIIItad. the ItiDg _ pvaa 
the right to forbid ill export, if ad whaa c:in:wIIItanca 
demuded. It ia true that thia did DOl lignifY a rea1 chaDge ia 
policy; it _no more thaa the ettmIioa of the KiDg'a powa'to 
tbia fidel. But still people" _ attitude to imporu ad CltJIOI1I 
..... important, ror it abowed the revaal of the old ideu. It_ 
aid of the ex.port prohibitioas, wbicb ill dl'ect were atiIl va1id, 
that .. a retult "Farmcn ad other Mat. wbicb .. Manu.remeal 
of their Land, may DOl eell their Com but oflow price, to the creat 
Damqe of all the R.eaIm", That ia perbapa the fint time in 
modena history that a low price ror cora ia cbarM:terDed .. 
iqjurioua to 1Ociety. Thia quotatioa ia takal rr- the preamble 
to an Ad of 14n. wbicb permitted the export of cora .. __ .. 
the price fdl below a c:enaia leveL Thia IDUCh. bowevoer, ranaiJaed 
of the policy of proviIioa. that aport to an ~ _ always 
ad invariably aceptaL It _ th .. bdiewd that be --.t 
beam! rl'Ol'G the import of cora. Thia Act _ CJriciuIlJ iDlaadcd 
to mnaia iD bee ror a Ihort time oaIy. but _ Jan !Mer it 
..... liws permaDalt validity. 

&opIe had alraIdy lOBe • far abc the _ I'OId that ill 
146s a prohibitioa couIcl be impt*d GIl the import of cora. 
nil ..... to be aalOm:d if the price did .at rile &bow: a c:enaia 
level.. roughly the __ IewI .. that bed by earlier Ada ... 
maxi_ ror the riPt of &ee aport. I. the preamble to the 
Act of 146s. it is l'urther IWcd that far-. III5:nd toIIIicIcnbIe 
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loss from the low levd of domestic prices, resulting from ther 
import of com from other countries. Under the earlier Tudors, 
this attitude was once again largdy abandoned, imports were 
again permitted and export prohibitions were renewed, though 
of course subject to the granting of licences. From the middle 
of the 16th I;entury onwards, however, the protectionist policy 
of the previous century was again adopted, and price limits for 
the right to export were successively increased, althougJ;! the 

- King usually retained the right to forbid exports altogether. But 
it was only after the Restoration (1673) and finally after °the. 
Revolution of 1688 that the step towards complete pro~ectio~ 
in the sphere of com duties was definitely taken (1689), as w.as 
briefly mentioned in the previous chapter. . . 

Professor N. S. B. Gras, it is true, has proved On the whole con
vincingly that protectionist and mercantilist policy, especially that 
of the Tudors, in many ways had an existence only on paper. In 
practice, he showS, it was of no account, because the price limit~ 
fixed by law were usually so high as to render export impossible, 
and even then the Government, in addition, frequently prohibited 
export when prices were lower. This certainly shows the tenacity 
of the policy of provision even in England. But the main point 
of interest for our purpose is the theoretical attitude, and with 
regard to this, an attitude such as that expressed in the freedom 
given to com exports in 1437 and the 1463 prohibition against 
imports was something quite unique at the time. And even if the 
export prohibition in practice was only rarely applied, it is sig
nificant enough that it occurred at all. Professor Gras's interpre
tation is that the rapidly growing food requirements of London 
were the decisive factor in economic policy. Illuminating as this 
interpretation may be in many respects, it is calculated to disguise 
what is, from the general historical point of view, the funda
mental fact, i.e., that the country with the most rapidly growing 
capital, and therefore the one that might be expected to encourage 
imports of food-stuffs, was more interested than any other country 
in the encouragement of agriculture by the maintenance of high 
prices and the facilitation of exports; in other words, that pro
tectionist tendencies in this vital fidd gained ground there, while 
in most continental countries these tendencies failed to assert 
theIDSdves even in the subsequent three or four centuries." 

II The Acts mentioned in chronological order: '7 Rich. II Co 7; '5 Hen. 
VI c. '; 3 Ed. IV Co •• -Gras, Evollltitm oftM Eng/is" C"", MarUI, ezp. chap ... ; 
cpo his later works, ezp. An /nlToduetitm '" &tmtJmie HisIor7 (N.Y. &. Lond. '92') 
and my criticizm of the same: "Den ekonomiska historiens aspekter" (Hisl. 
Tulslrr. L, '930, 21 f.). 
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The progreu of protection in the Iphere of industry °iD these 
continental countriea II of leu interelt.· The development. ill 
Fr~ industry alone be it noted-wu approximatdy 
limilar to that of England and Belgium, though- at· the outsCf 
rather leu Itrikingl The final imIption of protectionism appeari 
to have coincided iJi all three countriea and to have IUccecded 
In the middle of the 15th century. In France, a charter of 1443 
for the cloth weavera of Bourgea contained prohibitio .. apimt 

. tht; pIlrclwe and use of cloth from Normandy became thar-
• province, it ltated, W&I "in the power of OUI: hereditary enemid 
,IIIld advtnariea, the Engliah". The weIl·known decree of 1466, 
which led to the rile of the LYOIll siJk industry, refen to a great 
lou. of gold and lilver which the country etperienced through 
the import of gold and siJk materiala. To lpeak of a loss of gold 
through the Import of gold materiala ia typical of protectionism.-

To deacribe the advance of protectionism qa other countriea 
.,ould hardly add anything Cllential to the picture. The data 
regarding protectioniam in Europe are 10 abundant that any IUch 
deacription would require teveral volumes. But thia would 
involve codleu reiteration. These phenomena have their proper 
place in the economic hialoriea of individual countriea and not 
in a uni6ed ex.poIition of mercantiliun u a system of protection. 
None the leu several important theoretical problema remain to 
be dealt with. 

+ THE ATfIlUDE TO THE FACTORS OF PRODUCTION: RAW 
MATERIALS AND LABOUll 

If the propc.itlon that the "fear of goods" must be comidered a 
fundamental tendaacy of protectionism be accepted, we are 
raced with the question of whether there wen: any aceptiolll 
to the policy of hindering imporu and encouraging exportL 
In fact a Bumber of eltC'qltiona did occur. . 

The limplcst iastance wu that ofmoney and the pra:ioua metaIa. . 
They provided 10 clearly a tale ofilie revasal of the relationship 
towarda other goods that the dl'orta to n:tain them or to attnct 
them are ldf-e'Yident. It. Iho_ above (u. II las), aeveral 
mercantilist wrilen cenaialy recommaadcd the Gport of coina 
in prcCerence to the Gport of UDCOiDcd precious metal. but thia 
does not atrect the priaciple u IUch. Oae of the very rare devia
tioIII &om onhodoz doctrine " to be bmd ill Barboa. Ilia .. ~ ........ ---........... --... " -_: 
£bom.d"1'Io.&. Go_I AI, .... SII to S.I - 5. Godut. L' __ .... 
• " .... U ,,,"-c...,.. .,." 
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point of view, also' mentioned above, was that precious metals 
might very well leave the country so long as employment was 
thereby increased. But this attitude was altogether exceptional. 
Raw 1nIJkrioJs, mtJ&hinery 

The question of the actual factors of production, raw materials, 
semi-manufactured goods, machinery and labour did, however, 
present a serious problem. Adam Smith himself pointed out that 
mercantilism reversed its usual practice of ohstructing imports 
and encouraging exports when dealing with the factors of pro
duction." He explained it by saying that mercantilism was pre- . 
occupied with the balance of trade. It is obvious that this factor 
played an important part; but equally important was the regard 
for employment. With a view to this, attempts were made to put 
into practice an idea which has always lain at the root of pro
tectionist policy both at the time and later. I refer to the grading 
of goods, either according to their stage of manufacture or to their 

I 
character as factors of production. Fewer restrictions were then 
imposed on their import and more on their export, the earlier 

: the stage of manufacture and the more marked their character 
\ as factors of production. Colbert expressed this standpoint in 
, brief when he said, "The whole business of commerce consists 
in facilitating the import of those goods which serve the country's 
manufactures, and placing embargoes on those which enter in a 
manufactured state.""· Where raw materials were concerned, 
this principle must have led to a premium on import and the 
discouraging of export, and the object, which was to retain these 
goods, stood Qut very clearly. 

But none the less there was an insoluble contradiction in this 
attitude. Considering the question superficially, it may indeed 
appear as though products of an earlier stage of manufacture 
always serve to produce those of a higher stage. But of course 
this is by no means always true. A means of production may be 

.. Adam Smith, Wealth of Nalions, BI<. 4 chap. 8: Conclusion of the Mer
cantile System (ed. Cannan, II 14'-50). This chapter, which first appeared 
in the third edition of the work, was the outcome of Adam Smith'. intimate 
experience of customs conditions, which he gained through his appointment in 
'778 as Commissioner nf Customs in Scotland. It contains a detailed descrip
tion of the treatment of the factors of production by English mercantili>m. 
Where no other source is given in the remarks that follow, the statutel in ques
tion may he found quoted in that chapter. 

II "Tout Ie commerce consiste: A dCcharger leo entr'" des marcbandiseo 
qui servent aWl; manufactures au dedans du royaume; Charger celles qui 
entrent manufactureeo," in additinn he gave two further points regarding 
~'drawbacb" and freedom from export dutie&-the whole being a dream of the 
future: (undated): pro in LIJlru tJ. Co/berl VII 284 note 2. 
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of a much more advanced ltage of lII&IIufacture, that u,may 
contain much more labour, than the object for whOle production 
it it employed. When that it 10, the contradiction cannot be 
I'eIOlved. 

At the prellent day machinery it the 11lOIt important example 
of this. Protectionism to-day appliel to machinery the criterion 
of their ltage of manufacture and not of their character &I me&DI 
of production. That it to _y, effortl are made to binder the 
Import and encourage the export of machinery. In the mercaD° 

'lili.t period, machinel were of 10 little importa.nc:e that neither 
of theae two a1ternativea had yet been clearly decided upon. In 
any event machinea, u mentioned before, were rather IUSpect, 
be<-.ause they rendered labour IUperf!UOUS. But when commercial 
poliey began leriously to adopt a definite attitude towards the 
problem, it lint took up a line which to-day hu been entirely 
abandoned. The export of machinea wu prohibited, because it 
WII feared that this would help a competing Industry in another 
count'Y. One of the &nt examplea of thiI wu the export pro
hibition, mentioned in another context (I 1164 £). againlt Itoc:king 
framea in England (16g5/96), followed by a 1imi1ar meuure in 
France in 171140 About thiI time there wu aiIO a considerable 
fine in France on the export of textile implementl in general. In 
various other -Ylo too, every possible obatacle W&l placed in the 
way of thit export. At the beginning of the 1720'S, Jonu 
Abtr6mer, the moat enthuaiutic protagonist of lII&IIufactuns in 
Sweden in the 18th century, experienced th~ greatelt of di1Ii
cultiea in amuggling from FI'UICe and Hol1and the equipment 
which he needed for the formation of the Aliugsis textile works. 
In England it __ !lot until a lOIIleWhat later date (1750 and 
1774) that the export ofvarioua textile machineI and instrumenll 
__ IOrbidden and there _ IOllowed aimilar prohibiUcM. 
agaimt the export of iron-producing machiDery (1781). 0Dce 
thil policy had been let going it __ elaborated OIl aII.dea and 
punued for a considerable time. In England. the country where 
an ind~c:nt machine iDdustry originated, the prohibitioa 
aga.imt ill export __ IlOl abandoDed in effect befOre IBaS. 
while ofIiciaIly it persisted until 114" 

ThiI lDCftantilisl policy C&IIDOt be caDed eilher more 01' lea 
tomistc:nt than the poJicy or modena protectioDism, dim:ted 
aga.iII5t the import or machinery. Where a priDcipie admill or 
two mutuaDy im:IconciIabIe paiDlI or view. it iI Unp.,ible to 
.. y which or them ill the right ~1IeDce or the prioc.ipIe. AD. 
that Call be said iI thai protectioaism to-day ill ~ more ccgD. 
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tendy dominated by the literal "fear of gOOds" in this respect 
than was mercantilism in its time. II 

However, during the greater part of the mercantilist period 
other factors of prod.uction than machines played a far larger 
part. An equally hopeless inconsistency was manifested with 
regard to them. 

From the time of Edward IV, i.e. from the end of the Middle 
Ages onwards, the import of wool cards into England was pro
hibited. They constituted an important means of production in 
the textile industry, which normally enjoyed greater favour than 
any other, A decree of 1630 went so far as to proscribe the sale 
of cards produced within the country from worn-out patterns. 
The maintenance of employment was given as the official motive 
for the measures, but in fact, at least as regards the latter pro
hibition, the object was to assist one of the oldest industrial 
joint-stock companies, the Mineral and Battery Works. Similarly 
in France (1599-1601) the import of indigo was forbidden in 
order to protect the manufacture of woad, the native dye for 
colouring blue. The textile manufacturers were naturally highly 
incensed at this, for they could hardly dispense with the best 
dyes. In both these cases native production of the means of 
production was protected to the detriment of the production of 
the finished product. 

In the large xnajority of cases on the other hand, the export 
of factors of production was forbidden in the interests of the 
production of the products, as for instance the export of wool 
and of woollen and worsted yarn, hides and horns. The treatment 
of leather export in England is particularly instructive. It was 
first prohibited by an Act of 1662. The preamble to a new Act 
of 1667/68 stated that as a result of the strict prohibition against 
the export ofleather "the Prices thereof and consequently of Raw 
Hides are very much abated to the great discouragement of the 
Breed and feeding of Callie and fall of the Rents and Value of 
Land", while shoemakers and other leather workers had 
nevertheless kept the price of their goods fairly high. The policy 

• Acts: 23 Gco. II Co '3 ('750); '4 Gco. III c. 7' ('774); 2' Gco. III 
Co 67 ('78.); 6 Gco. IV Co '07 (.825); 3 &t 4 Will. IV c. 5" (.883); 6 &t 7 Vic. 
Co 84 ('843).-For the rest, see Adam Smith and also: G. R. Porter, ho!f'IU 
qfIM NaJimJ Part II chap. 5 (Lond. '847 ed.,lI6s-8); Smart, u-i& AnuU 
qf 1M JrIMlmlllJ Cmlury, ,Bo,-,SRO 738 f., u. u. IlIRI-ISJO (Lond. '9'7) 377 fr.; 
Clapham, ~ HISI8ry qf MrxJm. BrilIIia I 485 f.-French edict of '724: 
pro in &a.ilda ri,u-s IV 6s fF.; cpo Levasseur, Hm. II. d. _. - 17119 
II 584 ., ~-AJs\:r6mer: G. H. Stdle, AJilww --g~ (SthIm. 
'884) 53-7. 
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of preventing exporfl, with ill reactiom on the production or 
producen' good .. thus resulted in a typical dilemma. Prohibiting 
the export of a leIIli-manufactured commodity might rault in 
not being able to export the commodity at all. In England, in 
thII connection, the particular care wu _dyed and unfinished 
cloth; the desire wu not to allow it out of the country in n~ 
proceued form. On the continent, people would indeed bave 
welcomed the excc!lent Engliah cloth, but were not at all 
.. tuSed with Engliah dyeing. Jamt:l I endeavoured to emphasize 
and enforce the old law &gaimt the export of undyed cloth. One 
of hit belt known lawyen, with the curious name of Sir Julius 
Cat:lar, thereupon uked in Council (1616) whether in order to 
give work to 10,000 dyen and finishen, 100,000 spinnen and 
weavon were not being thrown out ofworlr..-

The great problem of mercantilist policy regarding means 
of production wu ill relation to agriculture. The iDltruction of 
the Engliah commiaion for trade in 16u IUnunarized the dilemma 
in the foUowing terma: the commiaion _ to consider what 
mum to employ "10 u our own DominiODI may be IUpplied in 
Time of Want, and yet in Time of Plenty the Husbandry and 
Tillage not to be diacounged".lllndeed, the position in the cue 
of aheep and cattle breeding hu already been IllClltioned. But 
even iu England, corn-growing _ atilI by far the DIOIIt important 
branch of agriculture, and until the middle of the 18th c:cntury 
the indifference with regard to the growth of fodder--p1an1l _ 
considerable. In com policy, howe\'el', the important dividing 
line _ between the new 1IfIIem. u it gradually developed in 
England, Uld the old lIfIIem ofrqulation, hued on town «OIIOID)' 
and maintained on the continent, particularly in France. Aa 
in the c:Ut:I dilcuaaed above, it it impoaible to my which of the 
two corresponded more cloacIy with men:anti1ilt priDcipies. 
Food-ctum could be considered a Cactnr of productioa. in ~ 

• Wool audo: Ia...., UIV c.. ('¥is); 59 Eli&. c. 14 ('~7); 14 
Cv. U c. ., ( •• ); ~ '" .&,0: pr. , ... (cd. Il,.a-) .. cd. 
XIX ,6, II'.. H ..... cd. VII: _ ,oa t; .... Sc:oa. ~ ~ It 
,,..u ... t I, _ be oddtd IhM '4 Cu. II c. "t ...... ......,.w .... 
prohIbidclll ......... '" npai ..... -.l ..... -t'teM:Ia impart ,...a.a.ma. 
.. Iadico: .w. t • Sior. ,tw 1S7.-n. .... q-.J --. .... 
....... "' ...... : '4 Cv. II c. 7; " a 10 Cu. II c. , ... -0. .... CIIpOft '" 
od,..& ................... dodr ia EIntIuod. _ putiaaIaItr Friio, ...... 
~'.,.,.",_.(W T"'(iIIdal __ ~""""''''''-'-''' ....... "'''). ~iI"""--"" dlia ......................... ... 
• ",1.-. 41.ipaa IU ,..1[.; SirJ. c-'a_: _ .. "'"-
a- PwWy o.-u ........... pr. PriiI.7' • 

.. h. ~ .. cd. X\'U .... HIcw cd. VII: ...... 
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the most important of all, as a basis for the supply of human 
labour-power. In that case, just as with other factors of pro
duction, their prices should be kept low. But on the other hand it 
could also be said that if agriculture were to be!: maintained, it 
must be encouraged by high prices; in that case the same methods 
ought to be applied as in the promoting of other industries. 

Ifa means of production was itself produced, then the methods 
employed on the continent in the case of food-stuffs, and in 
England in the case of most of the other means of production as 
well, were bound to decrease its supply. Precisely the same 
disadvantage urged by the mercantilists against the policy of 
provision must appear if such methods were used to create a 
plentiful supply of industrial means of production. Only purely 
natural products could escape this effect, so long as the cost of 
working them and the profits were covered by the prices; in 
other words, the policy offorcing down prices could be innocuous 
only in so far as it was confined to affecting the value of the 
non-processed natural factors of production, the "indestructible 
powers of the soil", to employ Ricardo's expression. With very 
few exceptions, however, natural values at that period were so 
low that they would have offered very little scope for a policy 
of provision. And when that limit was passed, every forced 
lowering of price reacted on the supply. It follows that the policy 
pursued on the continent, obstructive as it was to the develop
ment of agriculture, has undoubtedly been an important cause 
of the stagnation of continental farming. How far the lowering 

," of prices in the case of other factors of production influenced 
their supply is much less clear. Adam Smith agrees with other 
18th-century writers that the prohibition on the export of wool 
depressed the price of English wool in England itself. Although 
this assumption seems tempting, it cannot easily be substantiated 
from the available statistical material. Even Adam Smith assumed 
~that the effect of the lower prices on the quality and quantity 
of wool was compensated by the demand for mutton. II How far 
the ,policy of obstructing exports affected the production of 
machinery is even more difficult to say, because it was compen
sated in other ways, principally by means of privileges of the 

•• Adam Smith, Wealth 'If NDlimrs I 230, II '50 It, with reference i.d. to 
John Smith, Chonkm lWstitum-CommercioJe, or Memoirs 'If Wool (Lond. 1767) 
II 418 note; cpo Th. Rogers, A History 'If AgriadturltlMPriusinEnglondV (Ox£. 
1887) 407: "I am indeed dispoaed to infer that on the whole the price of wool 
was almost stationary in Eogland during the aeventeenth century, and indeed 
for lOme time afterwards!' 
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mOlt varied kind. But it iI probable that to lOme extent technical 
development wu thereby held in check. 

Whatever the methods of application, mercantilism by ita treat-
ment of the fatton of production wu led into impossible and 
ulll'Clolvable contradictioDi. The CODiequencea were unusually 
interelting. At a very early stage in the development of English 
mercantilist ideology, it conlilted in the idea of subsidizing aU 
industriea equally and indiJCriminately, a I}'5tcm which to-day 
goea by the name of "all round protection" (Solitlaril4lN)'sln/I). 
It wu prcciaely thiJ which the specifically Engliah form of mer
cantilist protectionilm had in mind, the principle that industry 
and agriculture should be equally promoted by protective tariffs. 
In effect, thil fonn of mercantilism hu become the prototype of 
modern protectionism. Now a consistent application of IUch 
principles la, fint and foremOlt, almost an economic impossi
bility, because it iI utterly hopeleaa to make the stimuli 
which work upon different pu1I of economic life balance one 
another nicely. Moreover, if this were achieved, nothing would 
be gained except a n:vena1, by a mOlt cumbersome and round
about way, to the ltarting-point, one industry paying what another 
receives. Clear u thil iI, it iI beaides the point in thil connection. 
For oW' concern here is not with economic n:alitiea but with 
the world of economic idea, and the argument iI interClting 
here only in 10 far u it led to the growth of the English 1}'5tcm. 
Modern parallels abound, but the argument came out moat 
clearly in the victory of agrarian protectionism in Germany 
under Bilmarck. 

In spite of ill economic: absurdity, the I)'Stem of "aU round 
protection" hu a natural appearance of justice on ill aide, which 
in those times u to-day contributed to ill popularity. This can 
be leal in the _ put fOrward in IUpport of it both in the 
16th and in the 19th centuries. The merca.ntiliat poaitioa II stated, 
lOr example, in the ~ ~ '" C- W. (1S49). The 
author, apcUing throop the Doctor, imagines the Husbudman 
addrelsing the rat of producen on the muowiq linea: "What 
l'9IOII II it that you should be at large, and I to be restrained 1 
Either let lIS all be restrained ~. or ebe let lIS aU be at like 
liberty. )'e may aell [your wool) over the -. JOUI' fdIs, JOUI' 
tallow. JOUI' thecae, JOUI' butter. JOUI' leather, which risctb all 
by sraaing. at JOUI' pleuure. and that lOr the dearat pamy 
)'e can IelIOr them. ADd I shall DOt __ out my cora, e:uept 
it be at ad. the bushel or UDder." III true IDCIQIltiliat ICyle. the 
"Doctor" comes to the CODClusioa tbat the desiftd cad could be 
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reached by lowering the price of both gr~ups of commodities, 
but that an increase in the price of both would be the better 
method. Approximately the same argument was used in Bis
marck's "December letter" of 1878, as it was called. "But pro
tective -tariffs for individual industries," he said, "have the 
effect ... of a privilege and meet with the disapproval of the 
representatives of the non-protected industries like every other 
privilege. This disapproval will not be shown towards a system 
of tariffs which . . . gives all h6me production an advantage 
over the foreign in the home market." 

And so even in its modern form, "al] round protection" is an 
attempt to raise the prices of all commodities, not to lower them.sa 

/LabOUT 
Apart from raw materials and machinery, there was another 

and the most important factor of production in regard to which 
mercantilism had to formulate its attitude, i.e. labour. The 
attitude of mercantilism towards labour is therefore of special 
interest. In the main, it is the position of labour in the mer
cantilistic system of protection, and not the attitude towards 
labour ,as a whole, with which we are here concerned. The 
. brilliant treatise of the American economist, Furniss, on the later 
English mercantilists' conception of the worker is one of the few 
really well-thought-out contributions to the study of mercantilist 
ideology and its import, because it takes into account the 
economic significance of the ideas. It is not my intention to 
recapitulate his work.·' The points which we must deal with 
here, however, hardly come within the scope of Furniss's treat
ment, since he approaches the question from another angle. 
We are engaged in a parallel treatment and not with an elabora
tion or a repetition of his. 

Strange as it may seem,labour could, theoretically, be dealt with 
much more easily than the other factors of production, because 
it was not produced in the sense that the latter were produced, or 
at any rate did not appear to be. The choice between a curtailment 
and increase in the supply, between high and low prices, did not 
therefore involve difficulties of principle in the case of labour. 
As the object was to prepare as large a volume of production 

II [Hales], A. Dis"""" qf till ComtIIDfI Weal 56, M.-Bismarck's December 
letter pro i.a. T extlJiidIer .cu StuJlim Db .. Wirlsehafl und S_: I: Htwk/spolitik 
(ed.]. ]astrow, Berl. 1912) 60 • 

• , From the point of view particularly of the present work, the material 
given in Furniss suffers from the defect that it is largely drawn from the middle 
and latter half of the 18th oentury, a period in which mercantilist notinna 
had already beeome thoroughly confused with other idea •• 
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.. pouible for .ale abroad, it wu difficult to reac11 any conqwioa . 
regarding the qUeition of worken and wagel other than that the 
COlt of labour mUit be kept .. low .. pOIIible, and in fact, that it 
mUit be calculated to ".trengthen the country'. position on the . 
world market", .. it iI popularly termed to-day. It iI 'no-doubt 
true that the luting export .urplUi which wu aimed at 'WOuld, 
in all probability, Dot have been reached .... reeult of IUch a 
polic~ of coune, ignoring the fact that if the .ame policy 
wu punued by all the countries taking part in the exchange, all 
itll effectl mUit have cancelled out. But thil iI a cODclwioD from 
the theory of interaational trade which mercantililtll were unable 
to draw, and which they could therefore not take into account. 
And it ii, belidel, DO very eerioUi objectioD to their argument. 
For, even if the total exportl of a country in proportion to the 
total importl could Dot be intrealed by forcing down wap, 
there wu .ti11 lOme jUitification in the mercantililt idea. By 
fOrcing down waget, at any rate the export of IUch productl 
u contained relatively more human labour could be intrealed., 
and .uch a polley could at the lame time reetrict the import of\ 
the lame group of producll. "fo thiI extent the mercantililt 
theory on thil point wu quite lOund. The conclwion drawn 
followed logically from the eagernell to create a great export 
aurplUi of "labour prodUCtll" whOle price, and hence whoae COlt 
of labour, would therefore have to be kept low. The corollary 
wu that efforta had to be made to maintain .. abundant a 
.upply of labour .. poaible at .. low a price .. poaible. Thil 
wu, in effect, attempted in many cueL 

But in reality, even £rom purely mercantililt alandpointl, 
the matter wu by no means .. aimple .. that. This _ beca~ 

the mercantilistll held other economic tenetI apart £rom the 
doctrine of an export aurplua. And 10 it came about that the 
attitude towanla labour, too, entangled mercantililts in theomical 
problema which they attempkd to raoIve in varioua -flo E_ 
auch a basic principle of proceclionism .. the ppeI of high 
priceI could lead here to other reeullI. The molt fimdamaatal 
connadiction in the whole attitude of coune _ a diJl'erent one, 
i.e. wealth lOr the "c:ountrt'". baaed on the povaty of the _jority 
of its aubjecll. This inevitably llpet the fine eooaomic edi6ce 
built upon it, and. .. will be -. it _ poinkd out at the time 
too, though it _ moldy left to the earlier ~_ theorisa 
to expoae its BaWl. 

Ir the problem of labour is approached £rom the point of view 
of the COlt of productioa. the auppIy price b the appticalioa of 
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labour must be a result of its quanti!!. ~ This quantity, to put it 
simply, was determined by-two factors: t1!e number of workers 
and the effectiveness of the individual worker. If the problem 
was still more simplified-ignoring the workers' capacity and 
considering only their willingness to work-then broadly 
speaking there remained the two factors: the size of the 
population and the industriousness of the people. The mercan
tilists had therefore to aim at the largest and most industrious 

\population possible. On the whole, this was in fact usually the 
case. There were, indeed, many differences of opinion, but on this 
ideal people were in the main agreed. None the less it must be 
added that this ideal was not just the effect of the desire for an 
export sUlplus, but had other grounds as well. 

J..ldknus 

With regard to the mercantilists' conception of industriousness 
and sloth, it must be said that there w~ardly any point on 
which opinion was so unanimous as in the condemnation of 
idleness. References to this are so numerous that it would be 
absurd to enumerate them. Even during the intensive discussions 
which took place in England before the middle of the 16th century, 
there were constant complaints against idleness and beggary, 
which were described as twin brothers. In Starkey's dialogue of 
the 1530'S, for instance, Cardinal Pole is made to say, "This 
body (i.e. the body politic) is replenished and overfulfilled with 
many ill humours, which I call idle and unprofitable persons, 
of whom you shall find a great number, if you will a little consider 
all states, orders, and degrees, here in our country." About fifty 
years later Ro\>ert Hitchcock, the author of a pamphlet entitled 
Politique PIaU, referred to "thatloathsome monster Idleness" ( I 580). 
Another fifty years later Malynes called it "the root of all evil". 
Child, who nursed a particular hatred against the high rate 
of interest, said that it suffered "Idleness to suck the Breasts of 
Industry", and later still Cary called idleness "the Foundation of 
all those Vices which prevail amongst us", and so on and so 
forth.a6 

It might be assumed that this attitude was simply a result 
of puritanism. Since Max Weber's famous essays made their 
appearance shortly after the beginning of this century, hi&torians 
have usually given the puritan ideal of labour first place in the 
treatment of the spiritual revolution in the economic sphere. But 

II Starkey (see above, chap. 3 Dote '9) ,6 f., 8g II paslim.-Hitchcock, 
"Politique PIatt"; pro in part in Trukw Ewn. Does. III '<\D.-MaIyn .. , Lu 
Mercatoria Part I chap. 45 (lit ed. "9).-Child .I.-Cary 165. 
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In any cue it iI a Cact that the averDon to idleness and the 
denunciation oC it 011 principle were"'tven stronger in Catholic 
France than in Protestant England. A remark oC Montchretien'. 
with the .ame purport hu already been quoted. In an even. more 
picturesque expression, the aame author called idlenea "the 
grave oC living man". Colbert aceeded all othen in hll con
demnation or idleness. It II no exaggeration to oy that hll letten 
are filled, Crom bcgianing to end, with the fight against doth 

. (/./aUtitutJiu) both in hit own particular apheres oC interest, u 
well u in the French provinces in general or in the French colomea. 
Idleness wu the unforgivable ain. When one or hit brothen 
became bishop or Auxerre, in which Cor various reuGDI he wu 
penonally interested, he apreaed the hope that the idleness 
prevalent in the diatrict would be .trenuously attacked. Thit 
attitude also accountl Cor hit cliali1te or alma-giving and or church 
activities in general. No doubt thiI wu, to some atent, a reaction 
against medieval tendencies, but the real explanation II probably 
to be found in mercantilism itlelf. Mercantilism wu indeed a 
new religion, and in deifying the .tate it oppoeed the medieval 
religion, which had worshipped at quite other ahrinea. II 
C/tiUz.-.. 

To the modern observer, the ideal or economic activity wu 
nowhere apreaaed 10 peculiarly u in the question or child labour. 
The belief that child labour, whether in Cact or u an ideal, wu 
a creation or the I ndustrialllevo1ution iI a BI'OII fallacy. 

In the mercantiliat view, DO child wu too JOUIII to SO into 
industry. Whereu from the bcgianing of the 19th century 
onwarda, after tentative bqinnings. ItroIIp and ItroIIp 
measures were taken to liloit child labour by law, under men:aa
tiliam the po_ or the ltate wu ezerted in preciaeIy the opposite 
direction. Here again Colbert iI particularly typical of the 
general attitude. He remarked on one occuion (1665), in WOI'da 
which would hardly after aD be eDCIoned by modern psych0-
analysts, "Experience hu al-YI certainly ahown that idlCIICSI in 
the fint yon ofa child" liCe ia the real source ofaD theditorden 
in later liCe.. ... In • decree of 1668 a.Irectinr the IKe-makinc 
industry in Auzenoe. which wu panic:ularly clear to him, he 

.. 0. pari ___ qo. Ta..., ..... .." .... ,,~ (t.a.L 
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commanded, in order to remedy such disorders, that all the 
inhabitants of the town 'should send their ch,jIdren into this 
industry at the age of six, on pain of a penalty of 30 sous per child. 
About the same time the Intendant of AIen~on called the lace 
industry in his district a "manna", because it employed children 
of seven and grey-haired old men. With regard to England it was 
enthusiastically pointed out that the children there entered 
industry at an even earlier age. In a popular poem about a great 
cloth manufacturer of the second half of the 16th century, John 
Winchcomb (called Jack of Newbury), probably published for 
the first time in 1597, we find a lyrical picture of 150 children 
sitting and cleaning wool in return for a wage "wondrous" in 
their eyes, while others "with mickle joy" attended to other 
processes of cloth manufacture. A German memorandum of 
about the same period (1581) asserted it as a recognized fact 
that boys and girls were employed in the English cloth industry 
from the ages offour and five onwards. The French mercantilist, 
Laffemas, in his description of the various plans which were being 
discussed on the occasion of a great conference during Henry IV's 
reign (1604), sung a hymn of praise to the various inventions 
because they enabled "small children" or "children of seven 
years old and onwards" to earn their living. 

In th~ respect, the observations made later by Defoe (in the 
1720'S) are particularly interesting, and what has now been said 
will show that it was not the outcome of post-mercantilist "capi
talism". They show clearly that in Defoe's opinion such conditions 
led to the greatest possible happiness of the population. In his 
description of England in the years 1724 to 1726, he mentions 
Norfolk, Taunton and the West Riding of Yorkshire, where 
children of four and five could all earn their own livelihood. In 
his' Plan of the English Commerce (1728) he compared the prosperity 
of the industrial districtS with the "unemployed counties", whose 
only means of support was agriculture: "How many Millions 
of People," he asked, "are kept in constant Motion, Men, Women, 
and Children employ'd, Infants (so they may properly be called) 
of five, six and seven Years of Age, made capable of getting their 
own Bread, and subsisting by the Labour of their own Hands, 
and a prodigious Wealth, accumulated among the common 
People?" It goes without saying that the manufacturers then 
considered themselves benefactors when they created such 
employment. Several of them, for example, wrote in this strain 
in a petition of 1696, that, thanks to them, "the poor People take 
in their Children from the Highways, and their Infant Idleness; 
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and bring them to the Wool, .nd the Wheel; whereat One of 
Five Yean of Age will earn -t-d. a Day, and prove the better 
Worker by havUig had.o early an Experience thereof.'J" 
r.,w&IhIJ 

The population of the country wu thUi to be kept in industry 
.. far .. w .. phylically poaaible. But the further problem aroae 
of the optimum liu ofthe population. On this point people were 
not .0 unanimoUl, though the difl'erencea of OpiniODI referred 

.leaa to ~e Ideal to be .triven after than to the presuppoaitioDi 
. and the meana for ita· attainment. 

Authon and politiciana are to be found who took up a aceptical 
. attitude regarding the deairabllity of an increase in population, 
and even .poke of over-population; in fact, lOme went 10 far .. 
10 doubt whether it wu worth .triving for the largest possible 

. population. Bacon ia an outatanding example. Ria attitude can 
be clearly .em in the .tatement of his quoted at the end of the 
:.econd part (u. II 45). But he .tood almost entirely alone in 
hi. Insistence upon quality, .. against quantity, of population. 
Malynea hardly went .. far, but even with him we lind an almost 
Malthusian dread of over-population. "For unleaa the three 
Impoatumea of the world, namely, Wan, Famine, and Peatilence, 
do purge that great Body; all Kingdoma and Countriea become 
very populous, and men can hardly live in quiet, or without . 
danger," Even a century earlier, Starkey had made Cardinal 
Pole .peak of the two-fold danger of acarcity of people and over-

II z-... C.,.." III: a m.-PtacIamatioo vll66g: .... P . .N. Boadoio, 
"Colbel1 et l'inclUItrie _a. _Jrlle" (M .... If __ ,.. __ ~ r ...... 
• _ If. r ...... "... eel. J. Ha~ VI. Puio '9'1.) 1167 t. cp. _".-&Ie aIIo c. .. J' _ t .. , .... _ t..iI XII' (eel. DrppiJII) 11 
8,s.-&,a_,of.6g6:J-wI,>"."'''C-XI 49Ii t;cp. n...-. 
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population, though the former, it is true, was considered th e 
more important of the two. It was, in fact, at the beginning of 
the 17th century, when Bacon and Malynes were writing, that 
it was customary to speak of the over-crowding of population. 
This led statesmen and' writers to look with equanhnity on 
colonization simply as a means of getting rid of people who could 
not maintain themselves and would otherwise takG to vagrancy, 
theft and murder and end their days on the gallows. 

The second half of the 17th century was dominated by another 
ideal, but it provides the best economic analysis before Malthus . 
of the problem of population. This is to be found-likewise in . 
connection with a discussion on colonial policy-in Child. In 
his view, the size of the population was entirely a function of. 
potential employment. "Such as our employment is for People, . 
so many will our People be," he said, "and if we should imagine. 
we have in England employment but for one hundred People, 
and we have bom and bred amongst us one hundred and fifty 
People; I say the fifty must away from us, or starve, or be hanged 
to prevent it." The reverse obtains according to him, if too many· 
people leave the country, "For much want of People would . 
procure greater Wages, and greater Wages, if our Laws gave
encouragement, would procure us a supply of People without 
the charge of breeding them."88 

Broadly speaking, an almost fanatical desire to increase popu
lation prevailed in all countries during the period when. mer
cantilism was at its height, i.e. in the latter part of the I 7th 
century; .and as will easily be seen, the clearly thought-out 
argument pf Child was not opposed to it. This partial change 

, of outlook must certainly be related to the fact that people were 
more confident of the possibilities of increasing product.iod, .and . 
that the belief in the necessity of low wages had come to sfay. 
But though less unanimous, the desire for.an increase In popu
lation at all costs had certainly existed at -earlier dates, too, 

.. On the history of theoriea of population cpo C. E. Stangeland, P,.. 
Mtdt/uJsiJm Doelrinu ~ PopuWimI (Columbia Univ. Studies in HiJIory, etc. 
XXI: m, N.Y. 1904), which is an accurate and useful, although a rather 
mechanical, compilation; and particularly both of Beer', works already quoted: 
Origins ~ 1M British CtdonUzl Syslml ch. 2 and Old CtdonUzl Syslmll ch.. l,likewUc: 
Furniss ch .•. -The quotations in the text: Bacon, Essays: No. 29 in the 1625 
edition (ed. Wright I •• ),-Malynea, Lex MerctIIoriJJ, Part I ch.. .f6 (lit ed. 234). 
-Starkey 46 f., 72 " passim; that he did not regard over-population as a great 
danger is seen in the fact that in his book Pole even proposea bountiea on 
toaniage (148, cpo 74 f.).-Child ch.. 10, esp. 186 If. in the previously men
tioned edition. 
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notably in ,onnectiCln with the aapiratioDi towarda a pure policy 
of power. To quote two different authon of the middle of the 
16th century, "rn the multitude of people is the .tate ora King," 
,aid the one; and the other: "The King'. honour (aa lOme men 
.ay) ltandeth in the great multitude of people ... • It is equally 
obvioUi that it wu precisely this view which Bacon attacked. 
From the aecond half of the 17th century onwards, this idea 
became Itereotyped, 10 to apeak, and on OCCWODl forced all 
other couideratioDi into the background. 

In this connection, the unambiguoUi ltatement is frequently 
to be round that wealth itself conaistl in the largest possible ( 
population. Child, for example, wrote, "The Richea or a City, 
as of a Nation, coDlilting in the multitude or Inhabitantl ••• " 
Roger Coke, normally one or the mOlt independent of mel'
cantiliat thinken, ltated "Greater numben or people increase 
Itrength"; and again, "Greater numben of people improve 
Trade." The author of B~ I..atwru pUll the point even 
more emphatically: "People are therefore in truth the chiefc:st. 
mOlt fundamental, and preclOIll commodity." Davenant alwaY' 
reverted to the lame 80Ipel of the wealth ofa country, expreaing 
it, for iDltance, as folloWl: "People are the real Strength and 
Riehea of a Country"; ''we ee," he continues, "how Impotent 
Spain II for want of Inhabitants, with their Minea of Gold and 
Silver and the best PortI and Soil in the World." 

. The idea, with the examplea giYCll in illustration of it. wu 
Dot peculiar to England. Among the GermanI it wu Bechel" 
who expatiated at length upon the AeCeSSity of populousnell • 
(~). The actual ltarting-point in hia chief' wort. the 
PtliIisdw rn-r, wu "_ populolll, rich commonweal". and lac 
f!lIlo~ up thil definition. which he emphuized ill large type. 
with _'~ppge commentary. ''The ..-t exalted maxim b _ 
• atate, a city Or a COII$:r ahould be a popuioul producti_". 
" •• ':. the purpose of civillOciety (which ahould CODIist in a large 
Dumber of people)" i· ... the fOundatiom of _ COUDtry coasist 
in. ,.", ... "_,,.. .. -' -.t'- true mer
cantilist combination. Bechel"'I view of the rdatiombip ~ 
the wealth of _ country and industry may be __ from the 
foIlowm, statement. which may be consideI'ed the antithesis 
of the Malthmian theory: "Susteaance. .y I. • a fishinc rod 
or a hook fOr -ticinc people." Ria chieCobjcctioa to lIIODOpOIy. 
too. - that it led to depopulation. because it alloMd -1incIc 

• .. Nia. ............ r ........ ".., UI s,+-l.uiooor • .r.. .so.-
........ "'(&!c ........ aL LMIor .......... '~fD). 
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individual to amass enough to provide for a large number of 
people. In the same way his brother-in-law, Hornigk, considered 
the primary function of the state to be the creadon of as large a 
population as it could possibly maintain ; and so on and so forth,CO 

French economic literature is fairly meagre in the 1 jth century, 
and so few observations are to be found there on this point. But 
in actual practice, France surpassed all other countries in its efforts 
to stimulate the increase in population by all conceivable means .. 
Utterances of statesmen and their colleagues to that effect are 
nowhere so prolific as in that country. 

Thus in 1666, an Act sponsored by Colbert prescribed that 
young men who married before the age of twenty were to be
exempt from the taille until the age of twenty-five, while those " 
marrying before twenty-one were to enjoy the same privilege until 
the age of twenty-four. The same law granted various con
siderable tax-exemptions to the father of a family of the' taxable· 
classes with ten or twelve children, of whom none were to be. 
priest, monk or nun. With regard to the non-taxable classes, the 
father of a family was, under the same conditions, allowed an 
annual pension of 1000 to 1I000 livrts in the case of a nobleman ' 
and half that amount if he were a bourgeois. In the previous year •. 
Colbert had already attempted to regulate the dowry system, 
so that parents should no longer be induced to send their 
daughters into convents, but should marry them off. A decree of 
1669 applying to 'Canada prescribed essentially the same rules 

. as the original law of 1666, except that it gave preference, on 
certain considerations, to those who had most children, and 
imposed fines on fathers who did not marry off their sons befOl'e 
the age of twenty and their daughters before the age of sixteen. 
The correspondence of Colbert and his successors with the 
colonial officials reveals the well-nigh fanatical fervour of the 
attempts to force up the numbers of the population. "An Intendant 
must not believe that he has done his duty unless he has made 
sure of a yearly increase of at least 200 families," wrote Colbert 
to the Intendant in Canada and enjoined him to take care 
that boys marry between the ages of eighteen and nin~een and 

.. Child: Preface, chaps. ~and 10 (prev. cited ed., UDpag. 88, 179).-Coke, 
Treolis. I ~, 10.-BriIanniG Langums ch. '4 (1St ed. ~38).-Davenant, An Essq 
up"" W4YS oM Mt4IU qf Supplying 1M W .... (1701 ed. Lond. 140 If.); cpo DiJ
_s,. up"" 1M Publiek ~ II 196, Ess'!'1 uprm ••• 1M BtJIlanu qf Tr4iU 
79 " p4$sim.-Becher, Polilisc/rl Dis""s, PMsim (1673 ed. 0, 1ID-13, 30~1, 
5B4-my italic:a).-Hornigk, Oulnrrido iibn AJIa, """'" 1$ _ will, ch. 9, Rule 3 
.(1703 ed. Regemb., 30). 
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giro between fourteen and fifteen (1668). "You mUit find _ys 
and meana of makint all the tnhabitantl marry who are in a 
poaition to do .0" wu the injunction to the Governor-General 
of Cayenne in 1671. Whole boa.tloada of young giro were .hipped 
acroll to increue the marriage frequency. Soldien who refUied 
to marry thOle giro were puniahed. In the lame spirit, an official 
in France, too, wrote to the minister of finance at the beginning 
of the 18th century that it wu reprehensible to allow a number 
of children to die who might later populate the country. Another 

. propoaed a payment of So li_ for each marriage concluded, 
Cor which he gave the exquilite reason: "since this &llistanee 

. will be given only to young people, it is not entirely Ulelcsa to 
the .tate, Cor It will .upply wJj«1s ., • dtHIlriA" (J1IfmIiI tW 
.11 Holt "",,,AI, 1711)." 

Meuurea .uch as were taken in France were abo demanded in 
other countriOl, bl.\t they were somewhat alien to the general 
.pirit oC English and Dutch .tatecraft. For this reason they were 
Dot· put into effect. But inatead, thOle and other Protestant 
countri. vied with one another in attracting foreign worken, 
particularly Huguenota. after the repeal of the Edict of Nantea, 
as well as, Cor example, JOWl. English authon of the latter part 
of the 17th century Crequently and vigoroualy userted that 
England should become a "general Azilum" (Davenant), and 
should concentrate on naturaliaing the Coreignen. The Coreignen 
often met with opposition &om cralbmen and traden organiaed 
in gilds, and thil wu one of the I'eBIODI why economic reformen 
so distrUlted the old system of internal indUitria1 regulatioa. 
Even the import of nqro uavel wu sometimea rqarded from 
the same .tandpoint.~1t will easily be _ how thil eagernea to 
attract foreignen wu hued upon the ablence or DBtionaliam. 
in the proper _ or the term, and the concentration upon the 
state as the object or ecoaomic: policy, as wu pointed out at the 
beginning or thil wlume. The changed attitude upon th. point 
explaina the contrast with the present treatment or a1ieoL At the 
same time, all c:ounmea alike tried by every possible ___ \0 
prevent the emigratioa or their 0_ IUbjoc;lL There • DO doubt 
that in the IeCOIld half or the 17th ceDtury, they all held _tially 

.. Edict of 1666 ,... All. 4. ... -f-f.. eoL ......... (- ........... 
cJ.. , _ Is) XVIll ,....,.-DowrioIIflC.: '- • 00Ii00r \'I " t-l66g 
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the same views on population. These views were typical, more
over, both in the subsequent period anti partly also in the 
previous, although there they had not been so unanimous. '" 

It is natural to wonder ·how the notion that there could never 
be too great a population could ever be reconciled with the 
anxiety concerning the insufficiency of employment. 'In actual 
fact, this contradiction was never resolved.· •• 

Mandeville,in his Fable if the Bees (1705,1714, 1723 and 1729), 
was especially inconsistent on this point. On the one hand he 
demanded a larger population. "We have hardly PoOP enough," 
he said, "to do what is necessary to make us subsist." He beljeved, 
quite rightly, that a. large pumber of improvements, canal 
works aI\d draining, could be carried out, so that more hundreds 
of thousands of poor people could be employed than ~tually 
existed in England and, in fact, for more than ·three ot four 
hundred years. On th~ other hand, however, his p~avocative 
essay on the indispensability of human vice "for the .existein:e. of 
society was based on the idb that without such vk¢: therel;buld 
not Ire sufficient- employment. Why could not t4e peopIi,]n his 
opinion, be used for imprbvements instead of vices? It !s Jm
possible to say: the first-named idea had simply been lost sight 
of. He repeated the second idea in a later addition to his bopk!' 
"Such is the caiaInitous Condition of Human Affairs that we 
stand in need of the Plagues and Monsters I named. : . in order 
to procure an honest Livelihood to the vast Multitudes of working 
poor." 

The contradiction was less clearly expressed in the majority 
of authors. They may probably be considered to have meant that 
any number of people could be employed in a country so 
peculiarly blessed by nature as, in their opinion, their own 
particular mother country was, if only econoInic policy were 
properly adIninistered 'and ahQve all, of course, if their own 
favourite ideas were put into practice. For. the most pari their 
solution of the unemployment problem was workhouses and 
poorhouses, which, on ·the one hand, were to provide the employ
ment required by the-people and, on the other, to maintain their 

.. Examples for all this, esp. Child (ch. 7 and passim), Coke, TrNlliu I 
passim, partly Davenant, e.g. DisaNrsu, etc. II 202, likewise-on the negroes . 
-u. Pollexfen], A. Discouru 'If T,ade, Co/n. IIIUI Pap. C,tdil (Lond. 1697) 87, 
and [W. Wood], A. S_ 'If T,ade (Lond. 1718) 191; further, the material 
given by Beer; on the practical policy esp. C"nningham, .tIJim /mmigrllt/ls 
ID EnglaruJ (Lond. 109,) ch. 6 and biB prevo mentioned work IJI § 199 and also 
the wider literature on the immigration of the H~II; cpo also below 
30 311'. 
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diligence, the absence of which wu considered the chief cause 
• of unemployment. .. 

In any cue, the difficulty of procuring employment never led 
the authOR of the end of the 17th century to revise their ideas 
on the 11litability of the largest poaible population. When 
advocating ,In increase in population, it is true, they always 
referred to the fact that the population must also be maintained~ 
that aocV:ty, to Ule one of Becher'1 expressions, must be 
"nourished" (lI4hn\aft), but beyond this they did not trouble 
thenudvef. At the mOlt they believed that otMr countriea must, 
for thia EeUOn, be careful about inc:reuea in their population. 
ThUi navenant, for example, c;emea to 'th«=. following typical 
lIOIlc1usioql: "There are indeed Countries, to whom Uleir full 
Compfement' 01' Inhabit.pnll would be dangerolll, and lubject 
them "tc) 'ftoeqllent Fam1nea in bad and unseuonable Yearl for 
ConI.-II. for£xample, if France had".. many People u the 
LuI .. Will ~ in tima ofcommon Plenty, halfof"em must have 
periaJl'4 .d~ ·th.u- late Dearths" for want of Bread" [this 
wa, wri~ in·t6gg1 ••• i "but EngIpd (witlr any moilerate 
Cue)~ iw Dot liable to IUch a Fear, tho' ill present Numben 
Jhould even be doubled. II The fact that he arguea that the hated 
enlllllY country CIJlJlot increue ill population any further proves 
how bnpostant IUch an increue _ considered. AI we have jUit 
teen, the efI'orII to increue the population in that country, 
which Davenant regarded u particularly unsuitable for auch a 
policy, happened to be eapecially determined." 
nr ___ ........... 

If, then, durin( the heyday of mercantilism the demand for 
u large a population u poaible and at the tame time for the 
maximum poaible aupply or Iabout never abated, the queatiOil 
ariaa whether the protqoniatl or this pa6cy wa-e clear in their 
minda .(bat it would inevitablY' Icad to a decreue in wapi. 
EviA without prooI"it might be aafdy uaumed that they did 
tee this point, for it wu a piece or etOIIQ.IIIic n:amaiDg of the 
kind which procressive minds, even at that time, could cuily 

. grasp. But in fact there are a Dumber oftxplicit ~II to 
this dfect. EYeD if they are IItOt 'ftIT ~ they iadic:ate 

. aone the leas that the point _ pem:ived. 
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Child's statement, quoted above, to the effect that "much 
want of People would procure greater Wages" proves that this 
was so. And writers other than so clear-minded a person as 
Child also recognized it. The author of Britannia lAngums was 
not endowed with too much perspicacity, but he too had the same 
idea, and it was on this that he based his advocacy oflow wages. 
~'The odds in Populacy must also produce the like odds in Manu
facture," he wrote; "plenty of people must also cause cheapness 
of wages; which will cause the cheapness Qf Manufacture; in a 
scarcity of people wages must be dearer, ... hich must" cause the 
dearness of Manufacture." In an author who saw the principal 
wealth of the country in the size of its population. the argument 
is quite clear. Pollexfen some years later (1697) reckoned that 
every worker represented a profit of £5 sterling for the' nation 
and that the want of such people, "as it hath made Servants 
scarce for Labour, so it hath advanced their Wages, which doth 
fall heavy upon Land and Trade, and the advance of Wages 
hath proved an inducement to Idleness". Mandeville, as usual" 
puts the matteI' the most provocatively. One of his many obser
vations on this point is of particular interest because it places. 
labour on a par with the other factors of production, which is 
the point from which I set out in my discussion on this question. 
"Would not a Wise Legislature," he says, "cultivate the. Breed 
of them (the workers and poor) with all iInaginable Care, and 
provide against their Scarcity as he would prevent the Scarcity 
of Provision it self? ... From what has been said it is manifest 
that in a free Nation where Slaves are not allow'd of, the surest 
Wealth consists in a Multitude of laborious Poor." He thus 
asserted the necessity of a plentiful supply of labour. He made it 
equally clear that this went hand in hand with an utmost 
limitation in wages, when he stated, "as they (i.e. the working 
population) ought to be kept from starving, so they should receive 
nothing worth saving .••. It is the Interest ofall rich [sie] Nations, 
that the greatest part of the Poor should almost never be idle, and 
yet continually spend what they get." "The Poor should be kept 
strictly to Work, and that it was Prudence to relieve their wants, 
but Folly to cure them."" As was always the case with Mande
ville, he stated here what most people of his time were thinking, 
but in a way that Inade them wince. That was the secret both 
of the indignation he' aroused and the dil;liculty of refuting him . 

•• BriJannia Lmguens ch. 7 (lit ed. 153 f.).-Polle>ifen (see above, note .... ) 
47.-Mandevil1e, op. &iI.: Rcmarb Q &. Y, ''Elsa,. on Charity", etc. (ed. 
Kaye, 1193 f., Q-t8 C., Q87; lit ed. I 21~ Q80, 3Q7 C.). 
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The demand for a aeme population wu thUi atablished and 
low waga were regarded u ill rault. But at the aame time we 
may obterve the existence of _1hIr view of the relationship 
between the level of waga and the lupply of labour. ThiJ view 
taka account not of the aize of the population but ill willingn_ 
to work. According to it, in contrut to the previOUl, the wage 
level wu not an effect, but a cause, of the aize of the labour IUpply. 
The idea iI not unknown in modern theory; for it iI often 
reckoned to-day that higher waga produce greater willingnea 
or greater akin. On eertain COnditioDl, we have then what may 
be called, to UIe a IOmewhat abUied clich~, an economy of high 
waga. But Itrange u it may aeem, the mereantililtl lOught the 
connectioQ between the wage level and the willingnea to work in 
precilely the contrary direction. To reduce the doctrine to a brief 
formula, we may .. y that it wu an -.1 q/. fIIIIIU. The under
lying idea wu that high waga had DO other effect than to 
drive the workera into doth, drunkmnea and other vita. For 
thiI reuon.. aceording to the atatementa of many mereantiliat 
writera, the mOl'e people were paid, the lea they worked. Furnia 
calli thiI "the doctrine of the utility of poverty". ThiJ CO~ the 
lituation, u-to turn &aide from the main point for a mommt
it iI only remembered that thiI utility of poverty it aomethiDg 
quite different from ita utility in medieval ueeticism, where 
poverty opened the door to everluting aa1vation. or the many 
exampla, which are nearly all gi_ in Furniss, only one need 
be repeated here. Sir William htty, who had DO private intereltl 
to hiu him in "YOur of employers, and who had a better lCientific: 
culture than most writCl'l of the llatoration period, elaborated a 
project for the Itoring of corn by the Itate in ysn of good 
harwst. He pve the foDowm, _ for his propoul. He had 
heard from doth manuf&eturen that in ysn in which the 
IUpply of corn wu great, labour _ dear. The iDcreue ill waga 
obtaiaed by the woftera under IUch conditions _ to be pre
_ted, aCCOl'Ciiq to htty, by raisi.nc the price of corn ill the 
way which he augesled. Thia eumple ia really aufficiaatJy 
ehanctcristic. .. 

Oonneetinr the two pointa of view, _ lee that thqo could 
. easily lead to the aoal of mcra.n~ ezport of the 

productl of labour. I. both _ the drect would have bft:a 
on the one hand. incft,utd labour -we. ad on the other. 
lower labour c:osa. ODe couIcI thc:a justifiably CKpet1 the in-

• .....,. NiIiottJI ........ ... <&-. w.-.1.7tQ.~""", 
1'Uniot .. " 
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creased supply of products to find foreign buyers. To this extent 
the argument therefore held good. .. 

There is, however, another point. rhe very aim of increased 
wealth, pursued by mercantilists with such ardour, necessarily 
led to effects which, in their view, would cancel this result, for 
wealth was considered the mother of all idleness. Colbert 
remarked on one occasion on "the idleness of the Spaniards, an 
effect of their riches". Mun said "As plenty and power dQ. make 
a nation vicious and improvident, so penury and want do make a 
people wise and industrious." They must have considered it very 
important therefore to prevent such a state of affairs. If wages 
could be kept low, there was some prospect of avoiding the 
undesirable effects ofriches. '" 

The conclusion at which they arrived was therefore this: wealth 
for the nation, but wealth from which the majority of the people 
must be excluded. Possibly, even probably, they thought, in all 
good faith, to provide riches in this way for the state or the 
monarch, for common military and other political purposes. 
Interpreting it less sympathetically but probably no less ade
quately, we may deduce at the same time some other purpose 
than this. It approximates suspiciously closely to the tendency to 
keep down the mass of the people by poverty, in order to make 
them better beasts of burden for the few; not only de facto but, 
as we see here, deliberately and with set purpose. 

That this was so is already evidenced by the fact that the 
claims of private peoples' servants for higher wages were almost 
always condemned. So independent an author as Roger Coke, 
for instance, attacked the whole Poor Law legislation of Elizabeth 
because it "encourages wilful and ~-disposed persons to impose 
what wages they please upon their Labours"-"excessive wages 
of servants as well as labourers". Mandeville was indignant at 
the demand of servants for wages and was of the opinion that 
they required no money remuneration at all-"but what does 
them hurt as Servants", for they after all received their keep. 
The same motive recurs in the dislike for all measures tending 
to lead to the education of the masses. Pollexfen, for example, 

. wrote, "How much the breeding up the Children of poor 
people to Learning and Scholarship hath conduced to their 
avoiding of "Labouring Employs may well be considered; 
for few that have once learnt to Write and Read, but either 
their Parents, or themselves, are apt to think that they are fit 

•• Lltlru d4 Co/l>", VII 232.-Mun, En,lmd's T,HSIITI, etc. ch. '9 (ed. Asbley 
100). 
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for lO~e preferment, and ill order to it, dcspiJe all Labouring 
Employmentl." 

In the 1719 edition of hit book, Mandeville added aD Essay 
on Charity ud Charity Schoo" (from which lOme of the previous 
quotatioDi have 'been drawn) and with even ICSI ambiguity he 
expreaed the wne pomt: "the People of the meanest :Rank 
know too much to be Iel'Viceable to us [.riel" i and then again, 
"To make the Society happy aDd People easy under the meanest 
Circumstanca, it ia requisite that great Numben of them should 
be JgnofUt as well as Poor ..... 

Thia attitude towarda labour wu related both to the past 
aDd to the future. Looking backward, it wu bound up with the 
idea of a luitable lubaiateuce aDd the inferiority of the IlIUIeI 

to the privileged c1l111e1-hoth medieval idea. With practically 
iDligni6cant exceptiODl, all official wqe-fixiDg therefore pre
ICribed maximum wagea. Out of every ten mterfereDCCI with the 
relatioDlhip between employen aDd employed, at leut nine were' 
m the intercstl of the employen. The authoritia penalized 
worken' associatioDi aDd Ilrika, but doled their eya to corre
lponding action on the part of the employen. Thia wu true 
particularly of the French admiDiatratiou. whereu m England, 
the tendency at that time wu to lOme extent difl'erent_ we 
have thown m the sixth chapter of the first part~d even later 
was never quite as ODNided as m Fnmc:e. But there ia no doubt 
at all that the Itate everywhere czerted ill influence on the aide 
of low wagea ud unfavourable COllditionl of work. Mercantilism 
inherited from the past the teDdeacy towardI low wagea and 
abundant IUpply m the labour market. 

In additiou. this tendency eacountered COI'ft'SJIOIlding e1furt on 
the part of the new, politically and lOCially infIuCDtial, capitalist 
employers, and wu to that extClll m a1liaoce with the iOn:eI that 
were daily gaining m Ilrength. The quotatioaa cited above, from 
the writingl of ~aDtiIista aDd the remarb or ItatCSlDCll, beloac 
m the maiD to the 17th century and ill no cue 10 bcyoad the 
year 1730-lt appsn that the point ohiew jusI dClCribed raiDed 
cround m the coune of the 18th CCIltWy, cspeciaIly &mOIII _ 
called practical people. A holt or iUUIUatioaI could be quoted i 
but as this view it much bett« known than the COIIIleCtioa with old 
leba, one ~ chancteri.ttic: imtaace -J auffite. It coasiD or 
a loDe extract from a ___ ua or 1,&6 to the IiIk _ ... 
fUturen or LJOGI, writtea by a _ufac:turer ...-d Nayet. 

• o.le. T ...... 1 7$0~ 4'.~ .. oiL: -E..p _ 
Ctaari,,", - (e4. Ka,.1 ... ,... 3"So IlL e4. I", S6 sW-
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Through him, we see that, in spite of his deliberately challenging 
and paradoxical way of stating the matter, Mandeville was 
merely expressing what was at the back of many people's minds. 
Mayet wrote: 

"In order to assure the prosperity of our manufactures it is necessary 
that the worker should never become well-ta-do (ne s'em*hisse jamais) , 
and he should have no more than he actually needs to feed and clothe 
himself properly. In a certain class of people, too much well-being 
lessens industriousness, and encourages idleness with all its attendant 
evils. As soon as the worker acquires a measure of well-being, he be
comes particular in his choice of work and in the matter of wages .•.. 
If necessity ceases to compel the worker to rest content with the 
wages offered to him for his employment, if he is able to free himself 
from this kind of slavery, if his earnings exceed his needs to the extent 
that he can maintain himself for some time without the labour of his 
hands, then he employs this time to form an association. _ . . It is 
therefore very important that the manufacturers of Lyons keep 80 

strict a hold on the worker that he must always work; they should 
never forget that the low price of labour is useful not only in itself, 
but even more because it makes the worker more active, more indus
trious and more effectively subject to their will. " •• 

High wages 
The tendencies outlined above were not, however, the only ones 

during the period of mercantilism. Here and there high wages 
were also advocated, and some of these cases show. that the 
fundamental tenets of mercantilism could be used for that 
purpose also. It is true that many statements to this effect are 
too aphoristic to afford any insight into the arguments on which 

.. Lengthy extract in Godart, L'fIIIDrier msm. 066 f.-On the French policy, 
see the literature quoted in Part I ch. 5 above, esp. Hauser, Oumins "" Umps 
passl and T,lWIJilleUTs " mmc/umds de /' aneimne F,DIfU, abo Martin, 1.8 grande 
industril StIllS Louis XV. In a letter of 1715 (pr. Corresp. d. eonJr. gin., ed. Boislisle 
& Brotonne, III No. 1866) the Intendant at Berry reports on what to him 
were unwarrantable wage demands which the day Iabouren were able to 
make, becawe the great mortality during the war bad lowered the supply 
of labour. They asserted utJDte tllToganu" that the masters had had their chance, 
and that now their turn bad come. Tbe servants demanded "des «mtlitiDlu 
ridicuks," e.g. they wanted white bread. French writen wbo took up a con
trary attitude, however, are not entirely lacking, particularly among those 
with pro-reform tendencies in the French administration of the 18th century 
(examples: Levasseur, Hist. tl. d. tntDr. tID. 178g II 834 If.; Martin, .p. m. 30 5). 
-Furniss, esp. ch. 7, .bould be consulted for the English literature of the end of 
the 18th century. An essay of 1770 which he quotes frequently, .Nt Emv /II 

TrGde II1JII C"""",," (ascribed to one W. Temple), shows a high degree ofsimi
larity to the argument of Mayel; see, e.g., Furniss 147. 
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they are bued, They are therefore interestiDg oilly to show that 
.uch variatiolll also occurred. One of the rec:reantl wu Child. 
AD. opponent of hiJ on the question of lowering the legal rate of 
interest had propoaed to introduce a law designed "to retrench 
tpe Hire of Poor-Men', Labour", Child attacked him with the 
comment that it W8I "an honest charitable Project, and well 
becoming a Uaerer". Child then declared that the Dutch paid 
higher wages than the English and for thiJ reuon Holland wu 
able to attract people: "Where ever Wages are high univenally 
throughout the whole World, it is an infallible evidence of the 
Riches of that Country," and M wr.IL Even more summary 
wu Davenant'. declaration that in a poor country, interest is 
high, land is cheap, and the price of labour and food likewise 
low." 

Apart from these more occasional utterances, two further 
argumentl of great theoretical interest were put forward. The 
fint concerned the very fundamentals of the protectionist system. 
I n these, the "gospel of high prices" W8I also extended even to 
labour u a factor of production. This is a fresh illustration of the 
tendency of immanent principles to uaert themselves. It W8I the 
idea of all"" that made the worker'. purchuing power, and 
hence an ample payment for hiJ work, appear desirable. This 
notion is naturally to be found chiefty among those who saw a 
kind of"",,.. Mil. in sale itlelf or in exchange. It can hardly 
be denied that this view followed more logically from the basic 
idea than the conclusion which advocated "luxury" II the re8ection 
of the we\fare of lOciety, but at the same time endeavoured to 
keep the _ II badly IUpplied II possible. Mandeville took 
the greatest trouble to refute the criticism levdled agaimt him 
that his objective must really be luzury for the poor, too. The 
main representative of the opposite, and in itlelf more coasist
ent, view W8I his contemporary John Cary, the Briatol _ 
chant, whose book appeared rather earlier (I!igS). It may be 
llOticed in passing, II a remincIet to the beIieven ill the MarUt 
iIlterpretation of hiIIory, that theft could be DO reuoa, from their 
paiDt ofview, why a Briatol merchant ahoWd be more (jll\'oW'able 
to the English workiDa claaea than a Dutch medical man like 
Mandeville; but in thiJ cue he -. and the __ mllllt be 
IOugh! in anotheI' quarter than that ill which Man and his 
fulIowat have beea ~ to look. 

Cary delivered hilllRlf of the proposition that "Boda our 
Product and Manufactuns may be carried on to advaDIage 

• a.ikI, .... ( ........ ).-0.-... ~ __ u •• -
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without running down the labour of the Poor", jlhd m~halled 
two reasons in particular in support. First he cited the labour
saving, technical innovations of which, as we have seen above, 
he was a convinced advocate. To hilJl they were a solution of 
the problem as to how high wages could be paid without adverselY 
affecting sales. The scope of his argument would have been even 
wider if he had recognized a causal connection here with high 
wages. The second of his reasons was of a theoretical character: 
he demanded the application of the "gospel of high prices" all 
along the line. "Nor am I of opinion," he said, "with those People 
who think the running down the Prices of our Growth and Pro
duct ... is an advantage to the liuand Trade of this Kingdom, 
but on the contrary I think 'twould be better for it if they were 
sold higher than they are .... To prove this, let us begin with 
the Shop-keeper or Buyer and Seller, who is the Wheel whereon 
the Inland Trade turns." Cary then assumed that the price of 
goods dealt with by the retailer, particularly food-stuffs, was 
increased between the buying and the selling by about £25 to 
£30 per anrwm. "But the Consequence thereof in the Profits of 
his Trade will be much more; for by this Means the Farmer 
may give a better Rent to his Landlord, who will be enabled to 
keep a more Plentiful Table ... and carry on a greater Splendour 
in every thing. The Farmer according to his condition may do 
the same and give higher Wages to the Labourers employed in 
Husbandry, who might then live more plentifully, and buy 
new Clothes oftener .•. ; by this means the Manufacturer would 
be encouraged to give a better price for Wool, when he should 
find a Vent as fast as he could make; and a Flux of Wealth caus
ing variety of fashions would add Wings to Men's Inventions ... 
this likewise would encourage the Merchant to increase his 
Exports . . . by which regular Circulation Payments would be 
short, and all would grow rich."BI) The notion that general wealth 
arises through everyone paying something more to everyone 
else is as typically mercantilist as one could wish, and it demon
strates how in this way people could come to oppose the demand 
for low wages. Low wages were not only unnecessary because 
everybody could be well off, but they were directly obstructive 
from the selling standpoint, because nothing ought to be cheap. 

Interesting as this is-economists following the events and 
reasonings of the past few years would probably call the view 
"reflationist"-Daniel Defoe may be said to have made some 

.. Mandeville, .p. <iI.: Remark Y.-Cary, EsSig on IN SI4U 'I! Englll1uJ, etc., 
143-50.-My italia.-cp. above II "9. 
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oblcrvatiolll which are much more profound. He was, without 
exaggeration, a precunor of the notion of the economy of high 
wagea, which, jncidenia1ly, was excellently suited to his almost 
"American" optimilm and his chauvinistic aelf ... atiafaction in 
C¥:onomic matten. In .A Pllllt " 1M E",lislt C_" (1728) he 
declared that EngIiah people eqjoyed higher wagea than othen, 
and yet produced more work, because they lived better and 
could thUi work with greater pleasure. Thia he regarded &I the 
fundamental reuon for the luperiOrity of Eng1iah indUitry, 
whose eulogiea.,he aang from the lint to the lut page of his book. 
His optimistic belief in higher wages, however, &lao had another 
and more important upeet. He went 10 far u to deny categorically 
the fundamental mcrcantiIiat idea that a country might become 
rich through the poveny of ita people. Thia 11 all the more 
utoniahing alnce otherwise Defoe 11 not far removed in his out
look from that of Cary, ... for example, when he saY' that "one 
Hand wuhea t'other Hand, and both the Handa the Face". It 
ia pouible that his criticism of mcrcantiliam wu fdt, though not 
uttered, by other opponenta of the economy of low prices, but to 
my knowledge it wu never before expreaaed nearly &I lucidly 
ubyDefoe. 

Defoe tint lpoke of China, India and the other Far-Eastern 
countriea with their incredibly cheap manufactures and their 
resultant greater wea. But the result in h1l opinion is that "the 
People who make all theae fiDe Worb are to the lut Degree 
miserable, their Labour of DO Value, their Wagea would fright 
UI to talk of it, and their _y of Living raise a Horror in UI to 
think ofit". He then appllea the argument: "If then these Gcntl~ 
men." he says. "who are Cor CorciDg the Consumption of our 
Manufacture in England, (or in any of thoee Countria in 
Europe where they work cheapeat,) by their mere Cheapness, 
are content to reduce the wagea of the People that make theIn, 
to the rale of those in China or 11ldia, there is DO doubt they 
might increase the Coaaumption and Idl off the Q,wmty; 
hi ...., ..Ii" ,., A~ n." ..Ii allllttir e.G ..... 
IIttir Prell'; the Benefit of which in the Gnm, I confaa I do DOt 
understand."" 

Defoe thUi really rewalcd the vital CIOIlb"adictio Ua the ~ 
C&DliIiat ideals COIlCeI'11iur w.ga. If be .... DOt pYgiariaed_ 
author unbo_ to me. thai. fresh and vigoroua. though 
d~ly 1Uperficial, a writer that be -. be exposed the iDroG
aistency of the view which 10 away people bad bdcl bciIft him 

.. n.toe. ..... -. .. , (repr ...... flo et).-MJ iIIIoIiIa. 
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and were to ho)d after him. With the eyes of the unprejudiced 
child he recognized here the essentials; he saw, like the child in 
Hans Andersen's fairy tale, that the emperor was not wearing 
any clothes. But apart from the q'lestion as to whether the 
criticism really originates with Defoe or with some earlier writer, 
it none the less attacked what was, in practice, one of the most 
important doctrines of mercantilism. 

It is a strange accident that the criticism of the economy of 
low wages assumed two so very different theoretical forms at the 
same time. On the one side, the typical mercantilist ideas were 
followed through to their logical end and it was fOl,md that 
wages mUst be high with a view to sales. Of course an increase in 
wages based on these motives would have been completely 
illusory. On the other hand, it was denied that selling was the 
final goal of economic activity and instead, the material 
welfare of the people was put forward for consideration. The 
latter outlook had its eyes on economic realities and finally led to 
Adam Smith. 



, PAR.T IV 

MERCANTILISM 'AS A MONETARY SYSTEM 



I 

THE CONNECTION BETWEEN MONETAllY POLICY 
AND COMMODITY POLICY 

That the dictum "wealth C:OnaUti in money, or in gold and IiIver" 
wu the real c:ore ofmercanti.lilt theory wu certainly Adam Smith', 
view when he placed it at the head of the fburth book of hia 
WldltA qf N4lWrts, even though hia detailed criticism of merc:an
tiliam in the pagea that follow alao attacked many other aspectl 
of that theory. For a long time, Adam Smith', wu the generally 
accepted interpretation, but the researchea of the lut half-«ntury 
have. especially in thia respect, led to a reviaion of judgment. 

Thia much, however, wu true in the deacriptiolll of the earlier 
critia of merc:anti.lilm, that money and the precioua metala 

.' occupied a central poaition in the mercantilist ideology and 
economic policy. There are few mercanti.lilt writings that are DOt 
mainly preoccupied with what ia uaualIy bawn in English . 

. worb u """""', which wu' without exception aynonyalOua 
with money or precioua metala. Thomu MUll" aec:ond and post
humoudy published work &'''''' T .... ~ F-.ip T,.. 
(tfi64) hu been rqarded by later generatiOlll u the chief'expo
aition of thele theori .. Consideration fOr precioua metala _ the 
c:onatantly recurring motive of economic legi.slation and adminia
trauon. It alao influenced, more or lc:sa openly, the three doIeIy 
allied fi~da of foreign policy, eo1onial policy and wy&gea of dia
(Overy. In fact, the hope of disc:overing gold and IiIva' mioea 
became one of the chief'driving foras in the expansion ofEwopean 
peoplea to other partI of the world. When it ___ that SpaiD 
alone had discovered the philoeopher'a ,tone, ., to speak, trade 
with the Spanish mainland and her c:oIoniea ba:ame the chief 
factor in ec:ooomic: policy, while .ttacb 011 SpaiD" IiIYer 8eeta 
by piracy and on her.tocb oflilYer by diplomacy, bribery, and 
smuggling became a primary int1:reat. If trade in other dirccticM. 
ofkred gmttel' poaibilitiea, these were rqarded merely u • 
~ of indirectly acquiriJIg CODtroI Ova' the Bow of IiJver from 
Mexico and hna and ., letq the COWltries without mioea of 
their own ''abound with gold and aiM:r'". For thia -. too. 
lhe theme _ alwaya '"The life ofCOllUllei'Ce and trade it -ro ... 
Th. it far too obvioua to l'eCluire fUrther alludi.ac to.' The questiaII 
~n."""" ___ -.y"", 
.. WlwGf .. _Gf .................... Gf .............. 
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that should. be inv~tigated i's, rather, why "treasure" occupied 
so central a .. place in mercantilist theory, and what this 
signified. . 

A tightholdpn money and the precious metals and thefear of 
.. losing them was thus one' ef the main aspects of mercantilism. 

But it does. not follow that mercantilism differed in principle froin 
the outlook of earlier times. It is certainly true that these factors 
occupied the thoughts of the mercantilists and influenced their 
economio policy to Ii greater degree than ever before ( or after) ; 
but the medieval policy of provision, together with its measures 
against ~e export of the precious metals, demonstrates that even 
before the 'periqd of mercantilism, these were regarded in just the 
saRic.Way: .J~ ,then, the underlying attitude towards money and 

.the niater;ial,from. which'money was created did not alter in the 
period between the Crusades and the 18th century, it follows that 
we. ars dealing .with .deep-rooted notions. Perhaps the same 

. " . 
of [Hales'J!Discourse qftlu Crml1lll»iW.al qflhi.s Realmqf England {'549} that the 
book contains no· ~igo. that .~erated importance is placed on "trc8S11ft", 
and that suc4 exaggerations were altogether less common than is assumed ~ 
(170), it is interesting to point out that the word "treasure" occurs more than 
fifty times in this book of '30 smaIl pages of text, sometimes four or five times 
on the same page {cp. the-incomplete-list in the index under "Treasure"}. 

On the conception oftrade with Spain, Colbert's instruction of ,679 to the 
Ambassador in Madrid is particularly signilicant.(pG Leu," a Colbert II 
700-703), but the whole of the rest of his correspondence, too, demonstrates a 
like interest {e.g. ib. II 42' and note 3, 488, 5'9, 659, 690, ete.}.-A. Serra, 
B,_ /'allllto all. caus. eM possono far. abbontlm. Ii "gni d' oro • d' argmio dove lIOII 

sooo mjoier. {.6'3}.-"The Life of Commerce and Trade is Money", e.g. in 
the Instruction to the English commission of trade of .6.. {pro FoeUra, ed. 
Rymer, 1St ed. XVII 414}. 

There is a great danger, in giving an historical presentation of theories and 
doctrines, of basing it on quotations tom from their contexts. This bas led 
me in this part to keep more strictly than usual to those writings to which 
I have had access in the original. They are, in the first place, such as can be 
found in Swedish libraries; but I have been able to supplement them through 
visits to the British Museum, the Goldsmiths' Library, and the BibJiotheque 
nationale. It may be said that the outstanding features of the mercantiJiJt 
doctrines are blurred, lfIther than distinguished, through taking note of every 
crank who was able to put his views into print. If my method bas led to any 
arbitrariness in the choice of authon quoted, I hope, at least, that no aspect 
of importance to my presentation has suffered from it.-For the modem 
literature on the subject, I refer the reader to an appendix at the end of this 
part.-Since the authonhip of the less outstanding anonymous writings is 
not a major consideration, I have thought it better Dot to enter into closer 
investigation on such points; in general, I have employed the names accepted 
in modem treatises, even when I was not convinced of their accuracy. With 
anonymous works, the names are placed in square brackets. 
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nouona have peniJtcd eveD beyond the 509 }'eIUJ iacludcd in 
that period, even though not nearly to the I&IIIC dearee a the 
"fear of goodan. The fact that during the Creat War. mOlt bel· 
ligerent countriCi were loth to part with their Itdcb of aole! in 
exchangl! for the moat indispenaable eO~oditiCi is clear evidence 
t1iat the leading politiciaDIltill clung to the notioD that predOUl 
metab far outweigh everything ebe, or at lay rate that' they 
ucribcd .ueh a notion to their countrymen. With ttu: exception I 
of the period of 14is~-fGi", no age rw ~ free from theae idea. 
It wu only the unique intellectual tenacity of l4isMl-fairl that 
for a time overcame ~e beliefi of the "natural man" on thla 
point. MercantiWm thUl meant primarily that, under th, pressure 
of the new intellectual enllghtauDeDt in variOUl apberel,; pedPle 
were, for the fint time, directing their deliberate' attealioa to 
ailDl which they had long cherilhcd unrefIectingly" and which 

• the new intellectual ferment inveatcd with • hitherto 1IIIdreamt-
• of algqi.ficance. ,~ • \ ..' 

For the tame reUODl we mUll exerd.e the utmolt c&ulioa in 
a~mpung to interpret mercantililm in' the Jigh' of certain 
.pecific monetary coaditiona and ~. obtaining in 
the 16th and 17th centuriea. AI. we have already'indicated in 
puaing, in the fint part, the cireUlDltancea of the lime were DOt 
decisive. The monetary tylterD and the pOIitioa of the preciOUl 
metab underweJll. complete change in this period; it wu, 
at leat in many countrica, the period of traDlilioa &om a pre
dominantly natural to a predominantly money ecoaomy, and 
at the tame lime, from an inalgDificaat to an extremdy abundant 
ailver production. But the buic coaceplioa of money aDd of the 
role of the precioUi mctala wu DOt a1terecl by this. AA illumiuaIiDg 
example to the point ia to be found in a polemic arouad the 
Saxon coinage tylWIl of the period about ISla. 11ae argumeat of 
ODe party is in the last degree "mercantilist" aDd at the _ 
lime it ullCOlYciowly &xea ill 0_ origin u daIiDa &om the period 
precedior the great changes, siDce it includa SpaiD &IDOIII thole 
countriCi with DO silver miIICI ofthcir own.l 

One part of thcac great chanrea in ec:ooOmic: tife, the traDlitioa 
to a definite _y ecoaomy, in8ueDced the tre&bDalt of pods. 
u we obae.nt:d in the forqoina part. To this extcDl protectioDiam 
wu a more decisive DO\'dty ill mercantilism than _ the 
-tary policy. 

• Dit .... ,.......... ...... AMocoIooiI .................. ........ 
-I.ue. eoL w. a- (s.-L 1Iww .. __ Sdri6oIO .... .. 
AoaIIudoo, eoL La.-. L a-. 11. ..... a8Js) ,.. ". 
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The connection between the attitude towards goods and towards 
money must have been very peculiar, if the two opposing pro
grammes regarding goods could be reconciled with one and the 
same monetary programme. The explanation is that economic 
relationships were only examined and discussed as a whole with 
the advent of mercantilism. The mercantilist treatment of the 
problem led definiteiy to greater clarity to the extent that an 
increased amount of money almost necessarily, and an increased 
amount of precious metal mOst probably,- led to an increase in 
prices, both processes thus being natural instruments of a policy 
of high prices. We shalI show that the mercantilists often realized 
the connection, although it did not occupy a central position in 
their system. 

They were primarilY concerned with another relationship 
between goods and money. The fear of a surplus of goods led to 
endeavours to obstruct imports and stimulate exports, and these 
efforts were meant to lead to an additional value of exported 
goods relatively to imported goods, or in other words to' an 
"excess of ex~orts". The balance then had to be imported in the 
form of precIous metals, which were not generalIy reckoned as 
goods, and so tw9_birdLwer~.kille.c! with one stone. On the one 
hand the country was rid of an unwelcome surplus of goods, 

Iwhich was believed to result in unemployment, while on the other 
the total stock of money in the country was increased. This 
of course was infinitely more consistent than the medieval argu
ment, which was out to prevent the export both of the 
precious metals and of goods. If the latter had led to a surplus 
of imports, an outflow of precious metals to other countries 
would have had to take place. Medieval economic policy was 
dominated, as the foregoing part shows, by an unreflective bias 
towards "surplus" in general, and this it wanted in money and 
goods alike. The mercantilists recognized that they had to 
decide between the two and, for a two-fold reason, they fanati
calIy adopted the first alternative. The synthesis between the 
"fear of goods" and the "hunger for money" is here so complete 
that the mercantilist view may equalIy well be deduced from either. 
The argument sustained a practical rebirth on a gigantic scale 
in Napoleon's Continental System. English writers during the 
French wars in the 1690'S had just the same attitude as 
Napoleon was later to take up, that the enemy could be ruined 
by supplying him with goods which he would have to pay 
for in money. 

This however did not mean that the mercantilist policy could 
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be certain of maintaining intact the re1atiooship between ill 
monetary and ill goodl policy. 

If the mercanti1iatl were able to enaUle an export lurplus, 
then a dec:reue in the circulation c( goods and an increase in 
the circulation of money, together with higher internal prices; 
would be the necessary reault i while the reverse "WOuld obtain 
in those countries into which the IJlporllurplus of goods wu sent, 
and from which the iIfIIorI surplus of money came. Thus far every
thing coincided with their theoriea~ But if this reault wu urived 
at by manipulations which did not lead to a new equilibrium in 
foreign trade, reactions must inevitably have set in. Higher prices 
would ltimulate imporll and diaeourage exports and the dreaded 
IUrplus of iIrJIorls would follow dose on the heeb of the previous 
inBow of money. If it were possible in IUch circumstances to 
prevent the outBow of precious metala in payment for the import 
IUrplus, the reault would be a definite dislocation of the exchange 
_ rise in the value of the foreign currency, in other words, 
a_fall in the foreign valuation of the native currency. More 
native money unill would be obtainable for one foreign unit, 
and on this buia a new equilibrium would be reached. But even 
apart from the fact that IUch a development wu usually regarded 
with great luspicion, the mercantilisll theDlllClvea were Iirmly 
convinced that it wu uselea to retain the preciOlll metala in the 
country during an "unfavourable balance of trade." And 10 
there only remained the fint alternati~ surplUi in the import 
of goods u a reault of the precediDg surplUi in the import of 
money. To the extent that the mercantilisll bad an insight into 
the argumenll just put forward, they found themIelvea in a 
dilemma. The inBow of precioua metala which they desired 
more than anything cbe lilt forceI in motion which led CD its owa 
deatruction-fint an ~ in domestic prices. and ---ny a 
reaultant import aurpllll. We ahall_later on how they attempCl:d 
to reaolve this problem. 

All this held &ODd only on the aaumption posited ahove: 
equilibrium in lOreiga trade remaining unchanged. Now there 
wen certaiD limited possibilities of creatiDg a _ equilibrium 
in lOreiga trade. i.e. by reatrictiug imporu and ~ 
exports. By .Ilch _ ODe could awid the ~ 
outliaed above. Import reatric .... and export premiums reau1t 
in iDcre~ pria:s and auraet IIIOIIrJ into the ODWltry even witla 
the exchange remaining UDalIaai. To this atall the IDDIIdary 
theory of the mercantilista w-iaed -n CDOUgh witla tbar 
protectioniam, altJaouah this .......-t _ DOt dearty paspcd 
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until much later-and even to-day there are theorists of great 
fame to whom it is stilI obscure.s For this reason, the mercantilists 
were faced here, too, with an insoluble problem, although in 
most cases thc:Y failed to realize it. 

Mercantilism as a monetary system is therefore highly inter
esting, because it shows how economic thought in its infancy 
grappled with some of the most important problems of economic 
policy. On the other hand it would be false to consider this aspect 
of mercantilism as significant from the point of view ofthe develop
ment along the lines intended. The very fact that all countries 
put the same ideas into practice nullifies the wide-spread, but 
as a rule quite undemonstrable, assumption that the increased 
supply of money or precious metals was the effect of mercantilist 
policy. It was well-nigh impossible for all the mercantilist countries 
together to have been affected, for their efforts would have 
automatically cancelled out. 

The mercantilists, KaT' l~oX'iv, that is the theoretical and 
practical followers of the balance of trade theory, found, however, 
a particular point upon which to ground their belie£ They 
regarded the constant flow of precious metals out of Spain as 
an infallible proof that their policy was superior to that of their 
predecessors, who were content with prohibiting the export of 
precious metals, without giving a thought to the equilibrium or 
export surplus in the trade balance. For Spain was always 
entangled in the old "bullionist" policy, and found itself forced 
to let her silver flow from her, "as rain from a roof",' and ulti
mately to go over to a copper standard, even though it controlled 
all the silver and gold production in the world. But of course this 
reasoning was untenable. The export of precious metals from 
the producing countries under Spanish rule would have -been 
unavoidable whatever the economic policy pursued, since the 
proportion between precious metals and commodity circulation 
would otherwise have become "altogether different from that 

• On the theory, let me refer to my exposition in BiJrag lill SlJIrigu "'
misks och sociala historis umIer och ifter oiiTldslcrigel (SthIm. 1926) II 25-36 (Ameri
can edition: Swe<Ien, NflrW(JY, D __ k and [«land in IIuJ World War, New Haven 
1930, 150-63); further, below 258 f. The correct theory originalel primarily 
with Ricardo (PrinJ:ipks of PoliJieal Econmny and TaxaJim, 1817, ch. 7). The 
wrong notion, refuted by him, which to-day hu been resuscitated under 
the name of the "Theory of Purchaaing Power Parity", overlooloo thia rela
tionship, even in ill more developed form. 

• The simile belongs to the Venetian, Vendramino (1595; seeM. Ansiaus, 
"Histoire &:onomique de Ia prosp.!Jite et de Ia db:adeoa de l'Espagoe aux 
XVI" et XVII" siecl .. " (Rernte d'ie<mImriI poliJiiUI VII, 18g3, 1031~. 
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In the rest of the world. The Spaniab development a. a whole, 
moreover, could, at the outside, only prove the obvious useieuness 
of the policy of export prohibitions, and not the UJefulness of the 
newer mercantilist policy. If any ltore is to be act by the evidence 
of the period It would be euy to find a strong !fOund ",aWl 
their belief In the effectiveness of IUch a policy-which is not 
uncommonly embraced by modem authOR too-in another 
fact. The Netherlands, the model country of the age, wu com
monly believed to have obtained '& unique .upply of money, 
In Ipite of the fact that less wu done on the lines of mercantilist 
monetary policy there than perhaps in any other country.
It is wiler to adopt a sceptical attitude towards these aaaertiODl 
concerning the ltocb of money and the .urplus of imports and 
exports in varioul countries. They are frequently hued on 
freely invented ltatiltia. The more accurate assumption is that 
trade had diatributed the precious metals among the countries 
essentially according to the amount of business tranaacted and 
the growth of a money economy In every individual cue. At any 
rate, an Ulumption IUch u thia can be more eaai1y justified 
than conclusions baaed on uaerUons regarding conditions which 
"the man in the Itreet" even to-day cannot diac:eru, or correctly 
Interpret, and which baBIed even the moat experienced and 
learned obaerven, on account of the lack of economic .tatiatia 
at that time.' Such conclusions are challenged by the moat 
elementary laWi of historical criticiam. 

• The oonceptIaD GIl the SpaDiah cIeveIopmnu aDd I ........... be IOuad 
~I the wboIe -uu.1i ............ &... ..... (~, T_., 
,.....,. T .... eh. 6) _walda; c:p. ....... ...., I, cb. 7 _ .1.-011 the r.:t 
thai --r _ pIeDlif\aIla the ~ _ apecially CIIIe of the beol 
oboerwn oflhal u-. Sir W. Temple (~ ..... UIIiW ,.,..".., " 
.. ~. ,6,.. eh. 6; mel eda., Land. '673. -Ut):· ...... .w-. 
__ Ia Holland ....... the __ Hudo aDd rw-. Ihua .... ei"'- Ia 
Spaill or I • ..-. IhouP _ be 10 rich Ia the beol Natne Own .... i ..... 
and the ""- llnoia all the ,....... of the W .. 1Ddia" (my ilalicl).
Cbild, A 00-. --. T ... 16ti8 (Ia A X- 00-. " T .... Land. 
,6gB. g) •• n.:b the ...,. __ dial the ..... ..., of ~ Ia HoIIaad ........ 
CftCIa .... Ibeir ........... of [.-,r. A .......... __ • -. _ ....... 
(II " II. ·.,.;\')._ ...... lIId:ofli~ ..... w ...... ~-
o.n.. .... poliqo:B.........,...,~ .... ~' , I' 
.~fIIII .... '--_~ ............. 1t 

• Da_ -.pIaiao &oq-'f abeul the --=r ... the put of poabIiI: 
.Idhoritioo (00- ... ,...... ..... filii ... T ... " ~ Land. 
,6gB. I a66, II :nca. Q4; ... B&.., ... INWoIt ........ " ".., • ,.,., 
GoioIoos ........ " T .... Land. '. fi). The ... ~ of the 
political ari"-ic, ......... ~ Sir Wil .. ~ ....... 10 hdr 
u.-d~aDd_d ........ ..,DoIae~ .... _(A,.. 
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The present part of this work is thus an analysis of mercantilist 
arguments in the sphere of monetary policy. Where appropriate 
and where possible, these are compared with what actually 
happened, but about the effects of economic policy on the pro
vision of money and the monetary system hardly anything can 
be said. 

Even if such results may have been insignificant or altogether 
unavailable, mercantilism as a money system has by no means 
been unimportant in the development of economic life. Its effects 
led to results lying in opposite directions. Through its connection 
with protectionism and the policy of power, this aspect of mer
cantilism became what was perhaps the most highly valued and 
most frequently employed argument for a policy of economic rivalry 
between nations, the commercial and colonial wars considered 
as struggles for the precious metals. Mercantilism as a money 
system was therefore largely responsible for this result; such 
was its most important direct political effect. Through the 
intensive discussions of the connection between foreign trade 
and the monetary system in the long run, however, these mercan
tilist ideas exercised at the same time a revolutionary influence 
which already pointed more or less to laissez-faire. The intensity 
of the mercantilist discussions on money led to a more profound 
understanding of the factors which the 18th-century economists 
found indispensable as the premises for their often contrary 
conclusions. 

In this and in the following part my exposition will be confined 
more strictly than usual to the period before 1715. The last decade 
of the 17th century brought forth some very intense and fruitful 
economic discussions in England. Several writings taken from 
the first fifteen years of the following century form as appropriate 
a natural boundary line for a 'treatment of mercantilist thought 
as can be found. Standing out more prominently among these 
late contributions are John Law's arguments in favour of paper 
money mercantilism. Mandeville's poem, The Fable of the Bees: or 
Private Vices, Publick Bnujits, with his much more important 
prose commentaries, and the discussions following on the proposal 
of an Anglo-French trading agreement in connection with the 

'If 1M English C_<4, 1728, Part I, ch. 5, repro Oxf. 1928, 128 f.). Various 
data available to-day, too, show that his criticism was fully jwtificd. It is 
instructive to take a case far above the average, e.g. the figures for BaIlie 
trade in R. Coke, T"aJis. III 540 IV gO, and to compare them with the actual 
data in the Sound toll accounts, DOW available in a printed form. 
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Pcace of Utrecht. The remaindcr of the 18th century has, 
on the \\thole, been omitted, and it is not clear at the present 
moment whether it made any important contribution to IIICI'o 

cantillst thought. It is probable that ita chief interest, from thia 
point of view, consuta in ita blending ofmercantillstideu with those 
of l4isSll.-/IJin, which before 1715 had only appeared sporadically. 
The interplay of old and new in the ideas of the period that 
followed would prove a fruitful and important study, but it will 
have to remain for IOmebody e1se to undertake thia task. 

Following the usual practice in the present work, here too I 
confine myself as a rule to those writings which exerted lOme 
influence in their own time or for other reasons can be regarded as 
the expmaion of a widespread belief. Where for special fCUOns 
other IOUI'CCI arc used, the fact will be duly noted. To make the ex
position readable, the quotations must be kept within comparatively 
narrow bounds and thia is not difficult, as the fundamental con
ceptiOIll arc decidedly uniform. The practical demands certainly 
ahowed large variations and the pampbleteen "usually esteem 
the immediate Interesta of their own to be the common Measure 
of Good and Evil", as was rcaliaed even at the time. But the very 
fact that oppoling practical ltaDdpointa were derived from the 
same principles or interpretations of economic phenomena ia 
evidence of the fundamental uniformity of outlook. This may be 
ICen, for instance, at an early ltage of development, in the struggle 
between the upholders and opponenta of coinage depreciation in 
Saxony around 1530, as well as in the argumenta betweea the 
IUpporters and opponenta of the East India Company and of 
aboliabing the restrictions OIl the export of precioua metaII at 
the beginning and at the end of the 17th century-Malynea 
against MiDcldea and MUIIo PoUexfe.n and Cary against CIWd 
and Davenant. No lea characteristic of the times is the profound 
theoretical agreement betweca 10 determiDed a busiDesa man. 
pmx:c:upied only with his own interests, as Sir Josiah CbiId. 
the RO\'\!I'DOI' or the East India Company, OIl the ODe band. and 
Sir William htty OIl the other, ODe or the lew ~ f1l the 
period who _ IICtuated primarily by 1Cienti6c inlerclL' 

·F_~_whal""""'''''''''''''I_nb ... ''''''''''' ...-..-Ia dUll pan. Sir w • .w...,- ... _ ... lie _ ......... ... 

ia -u,. the .... I f Fe '" --oc .... do .... .wr..- '" 
putNlDlirica ("TIle T"" Orilla "' .... Tnde fI>Iit:r"'. Ia ~ ~ 
~ &..it, ......", .,.......,..,; qa. Ia mac:;.. "' .... , p. j, n.-. 
.. T-~.&ot ...... T .... ......", .,-."" ..... 'IS).-n..-
... ;. ..... Ina Sir DoaoDor NonII. ~ ..... T_ ,......", .6g.) 
lIii (It ....... '" a-ic Tnr.ta, .... J. tL ~. ~ .,.." •• ); 
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cpo N. Barbon, A DisCDU1'SI qf T,tuk (Lond. 1690), in the same collection (Balti
more Ig05) 7.-On the criticism of society which developed in France around 
the end of the 17th and the beginning of the 18th centuries, cpo the appendix 
to this pari (see below 263).-1 am taking the opportunity at this point of 

- referring quite generally to J. Viner, "English Theories of Foreign Trade 
before Adam Smith" (Jolmllll qf Polilicol &01U111ly, XXXVIII, '930, 249-301, 
404-57). I could only avail myself of this essay after the Swedish edition of the 
whole of the present work had already gone into page proofs. The agreement 
in views between this exposition and my own is complete in many points, 
and proves that in many matters there is only one result possible if the economic 
theory of mercantilism is tested by the aid of the methods of economic science. 
Since we have independently come to the same conclusions, this appears to 
me to be a welcome criterium "".-On the other hand, I disagree with Som
bart's treatment of the theory of mercantilism, essentially on the same grounds 
as advanced by F. H. Knight in his paper "Historical and Theoretical Issues 
in the Problem of Modem Capitalism" (JoImlIll qf &onomi& tmd Businus Hislury 
I, Ig28, Ilg If.). But as on other matters, I must rest content with referring to 
positive evidence for the standpoint which I put forward, and must refrain 
from any detailed polemics concerning other coneeptions. 



II 

THE· IMPORTANCE OF THE PRECIOUS' :METALS 
OUTSIDE THE MECHANISM OF ,EXCHANGE 

I. lNTR.ODUcrION 
It might appear to be fairly euy to analyse the mercantilist 
Ideu on money, for the contemporary pamphleteen were by no 
meaDI reticent In exprasing their view.. But the difficulty 
experienced even tCHIay of diacovering adequate tcrma for 
expressing economic phenomena verbally was naturally much 
greater In the early 1!ageI of economic thought, especially for 
writera who were not theoriata at all and not alwaya accuatomed 
to render their thoughta In writing. Even at the time people 
complained of thil. For lnatance, the anonymoUi author of one 
of the better mercantililt pamphletl (later found to bear the name 
Simon Clement), A ~ qf tIw c-r.l Noti«u qf M-." 
TI'IIIII W ~ (16g5), which reveala Locke'linftuence, poInta 
out in thil eaaay, In agreement with an earlier writer, that it was 
unfortunate that learned people paid 10 little attention to commer
cial problema. "And though I have addicted myself to Search 
after the True Notiona of theae Matten," he said, "beyond 
many other Merchant&, who have their Heads continually filled 
with Business; yet I tee my eelf 10 Defective In theae Respecta, 
that I can rather WISh. than ever Hope to be Master of thole 
Accomplishment&, that might Render me Capable of ExpreaiDg 
my Thoughta with less Difficulty to myaelf, and more Clearnaa 
to othen." It it at timet really pathetic to lee how theae 
untrained minda attempted to handle Intricate economic 
argumentl. 

It was not long, however, before peop1e senerallY came to 
realiae the truth of the remark of Dr. Samue1Jobmoa,. the literary 
oracle of the waning 18th COII.tury. Ilia wthful biographer, 
Boswell, had expressed utonish_t that Adam Smith (lOr .. hom 
JohDlOll had little esteem) had wrlttm OIl trade, aIthouP he 
was penonal1y unfamiliar with busIneaa life; to which the IftIIl 
man replied: ". • • then it nothia& which ftqUirea _ to be 
illustrated by philOlOphy than trade doea .... Ulltihhea, «'OIlOIIIic: 
literature had been wrlum -mIy by poIiticiaDs and merchaDta. 
BdOre the bqInninc of the 18th c:eD.tury, Sir W&lliaIIl ~ 

• ~). ...... ..-.. ..... - .,.-J. ........ ,..,. <I ~..., 
~"-'n' (eoL G. ~ HiQ,Od. • ." D GD). 



186 MERCANTILISM AS A MONETARY SYSTEM 

and John Locke were the only writers on economic questions 
who belonged to philosophic and scientific circles. At the most, 
we could add Jean Bodin, Thomas Hobbes, Samuel Pufendorf, 
and Wilhelm Leibniz, who interested themselves .in economic 
problems as the occasion offered. It is therefore misleading to 
apply the same rules of criticism to mercantilist expositions as 
to the works of people of academic training who are accustomed 
to express their thoughts on paper. Above aU we are liable to go 
astray if we pick out isolated statements. On the other hand, the 
fact that the ideas in the mercantilist writings are not properly 
worked out theoretically sometimes makes it difficult to recon
struct the arguments. This difficulty is increased by the fact that 
many things are often taken for granted which we should definitely 
have expected to be explicitly stated. 

In these circumstances one must employ every possible means 
to achieve clarity. One way of doing this is to divide mercantilism 
as a monetary system into two parts: the first dealing with the ' 
function of money and the precious metals as a means of exchange, 
i.e. in connection with the actual exchange mechanism, and the 
second with its importance in otha directions. The position of 
the precious metals in international exchange may be included 
in the first group of problems. It is beside the point to criticize 
or defend mercantilism unless thi~ distinction is kept in view. 
It must therefore be applied as far as possible, although as a rule 
it was not recognized by the mercantilists themselves, and 
although there are important links connecting the two aspects. 
In this chapter only the second of the two parts will be investi
gated. 

2. IDENTIFICATION OF WEALTII AND MONEY 

The function which the mercantilists assigned to money and the 
precious metals outside the exchange mechanism was charac
terized, by its critics, by the expression mentioned above, the 
identification of wealth and money. This must really have meant 
that in the mercantilist view there could be no other object of 
economic value apart from money. Expressed in this way, the 
statement is so obviously absurd that it may be taken for granted 
that no mercantilist ever actually held this view. On the other hand 
many statements are to be found-and not merely in the earliest 
period of mercantilism-which suggested that money and wealth 
are equal or something very similar. It may be well to illus
trate this immediately, although it does not lead us far in our 
discussion. 



THB IMPORTANCE or PRECIOUS METALS 187 

Several of the IDOIt categorical of the ItatemcDts identifYing 
money and wealth are CODlaiDed in one of the two Saxon pamph
lets of about ISSO, advocatiDg c:oinage depreciation (Dil M~ 
B,,.,,,IIIIft). Such remarb as "wealth, it it money"; ''wealth 
as money"; "what Ulua11y lOCI in general by the name of wealth 
it, in common knowledge, thia: money, as the true watch-word ; for 
where there it much money. there it wealth, as it it truly said". 
EYeIl more characteriaLic than the remarb in thia rather unin
telligent pamphlet are the views put forward by the other side. 
They are considerably better thought-out and pramt a sharp 
rejoinder (~tia .. V .. ..,."..,). but its author refraim 
from making any protat agaiDst the argument of the identi
fication between wealth and money brought forward by the 
coinage depreciaton. The AllIe outlook, eKprascd rather more 
carefully. it to be found in the two roughly contemporary Euglish 
eIIA)'I (ISI9/S6). similarly quoted above, attributed to Clement 
Amutronr. In what it probably the older of the two, for eumple, 
we read. "The whole wealth of the realm it for all our rich 
commoditis to &d out of all other rea1ma therefore ready money. 
and after the money it brought in to the whole realm, 10 Ihall all 
people in the realm be made rich therewith. .. The IeCOIId ellAy 
uaeru, "better to have plenty of gold and silver in the realm 
than plenty of merchanta and merchandias". 

Jean Bodin, one of the few philOlOphen among the mercan
tilim, declared in hit WDoua ellAy on money (IS68). "the lUI'

plUl of gold and silver, which ia the wealth of a country, mUll 
justifY to lOme dqree the rile in prias". Three quartcn of a 
century later (1~7). UIOther French book. uaibed to the prieIt 
Mathi .. de Saint-Jean (whoee former name _ Jean £on.). ea1led 
z., _ -..w. .. ~ ~ delCribed plcI and 
silver as "I.,.. ~ • ~". ldoaJ.chr«jen had aiel before 
that (16IS): "We live IlOIlO much &om trade in raw materiaIa 
( ..... ) as &om plcI and silver." At the very end of the period 
to whkh we are limitinr ouneMs, the very influential coIIectic. 
of articles bowa as nr BritUI AI".." edited by Charles ItiDc 
(1713). stated. in oppoIiDa the projected c:oIIU1ICIciaI tnaIJ with 
France. that all countries with whom EugIaad traded '''-tribute 
to the Prosperity and ~ of thia NaIioa" in poportioa 
as EugIaad" trade with them yielded a baJaDce of coIcl and 
silver,' 

I Doli ~ (_, 111". eII.)." ,t. 7s. 7s. cp. 1Is.-{"'--I). -"'........ .... ................... ---.. -.-" (pr. "'DreI ........... , I oN ........ _ .. Zeit HoiIoriciIo VlU _ EtoaL" 
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It is not my intention to prolong these quotations endlessly; 
they could fill many pages. It may he said that the discussions 
concerning national wealth which took place in England towards 
the end of the 17th century among less intelligent, hut none the 
less characteristic, writers led to a pure Midas-like view of 
the precious metals, i.e. that all economic value consisted in 
precious metal. The anonymous Britannia Langums, for example, 
stated (1680) .that "our present Stores of Merchandize" were 
not a part of "the National Wealth"; they were only a potential 
"treasure". It was only when they really led to an increase in 
the "treasure" that they could be reckoned a national asset. 
In accordance with this idea the author declared epigram .. 
matica1ly that "Poverty is but the privation of treasure". In the 
whole of this book of 300 pages, "treasure" is almost the only 
subject of discussion, though in one passage population is described 
as "the. chief est, most fundamental and precious commodity". 
The meaning of this apparent exception is seen from the sentence. 
immediately preceding: "SUfficient stores of Treasure cannot 
otherwise be gotten, than hy the industry of the people." This 
idea of the function of population, as the increasing of the stock 
of precious metals in thecountry,runs through the whole exposi
tion. The author emphasizes, fot instance, that a large population 
would lead to low wages, which in tum would mean cheap 
manufactures and- would thus facilitate exports. The views 
expressed in these examples, though drawn from one work in 
particular, are entirely typical of a large part of mercantilist 
literature. The American historian, Furniss, has already developed 
this idea in his previously mentioned study on the conception 
among mercantilist writers of the function oflabour in society. a 

In all these cases the point that something is implied which in 
a present-day discussion of similar subjects would invariably 
be stated explicitly, must be ;taken into consideration. The 
mercantilists would naturally Bot deny that people must eat, 
clothe themselves, and have a roof over their heads. In the same 

in A.blwull. tier GueIJscA. d. Wissmschaftm ~ GoUingm XXIII COtt. 1878, ed. 
R. Pauli S', 7'; repro TuJur &on. Does. III 105, 1'4).-Bodin, Dis'DUTS S1If Ie 
,./uwssemml " dimUwlion dIS rtUm1IJ!1U (Paria ed. 1578) unpag.-[Saint-Jean], 
u ,_co Iotmmable DO con.ridIralims poliliqua (Nantes 1647, incorrectly given on 
the titlo-page .. I¥) 101 f.-Montchretien, TTtJicli de fDlCOtllJ11lil polilUpJl, 
Book ., 1St ed. [II] 14.-TII, BTitis" MeTdumI: General Maxims in Trade 
.nd ed. (Lond. 174S) I '0. 

• BriIonni4l.ttnguens, sec:tiona 7, 13, 14, 1St ed. (Lond. 1680) 153, .","34 r., 
.S8.-E. S. Furniaa, Tlac PDSi/ion 'If /lac l.izIJDm ;.. /I S)I_ 'If NaIioMlism, passiM. 
-see above II 153. 
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way.they certainly did DOt imagine that food, clothing and hoUlel 
could be made from the preciOUI metall. It is true that the fact 
that they did not atate this explicitly wu far from being unimpor
tant, for their lilence had powerful psychological caule and effect; 
but it would be groteaque to interpret their silence u though 
what remained umaid did not exist for them. Many Itatements 
can be found referring to other objects of wealth and other 
revenUei or meanl or.atisfYing needl than money, in fact passagea 
which talk of real wealth and real income, even though all this 
wu genera11y put on one aide. 

With regard to commoditiea, the _ult of the tenacioUi policy 
of provilion wu that food~tul& were treated according to theae 
principlea longer than any other commoditiea. Armstrong'1 
charaoteriltic dictum that Igriculture increuea the wealth of 
food luppliea and trade the wealth or money hu already been 
mentioned (u. II 94). That trade too had the function or 
providing commoditiea obviously did not occur to him, although 
or coune he could not poaIibly have denied it. AI time went on, 
it became more widely realiaed that it wu impoaible ror every
thing to comiat oCmoney. Montchn!tien, in his bitterneaa rqardiDg 

• the. damage done to his countrymen by foreign traden, and 
convinced th~t hiJ native country _ capable or Itanding alone, 
laid lpecial emphasis on the importance or commoditiea (1615). 
For exlmple, "he"CIec1ared, "It is by no meanI the aurplUl or gold 
and silver, the It ore or pear .. and diamonda. that make men 
rich and wealthy; it is the lupply or articlea necasary for main
taining lire and clothing; he who hu more or theae hu more 
wealth"-how he could make thiI ta11y with his other ltatement 
cited above, he hilNelf would probably have been embarraaed 
to explain. Mun _ or the opinion (in &,'-11 T ...... ~ 
Femrip TrMr) that a prince mlilt lay up a was treuure, but 
he added that if a prince lacb soocb which he can buy with hie 
money when he needs them, he ia jlllt u poor u though he Iad:ed 
the money with which to buy the aooda. MUll abo _ed, therefore, 
what _ the _ or money without aooda. Wilhelm _ Schr6tter 
(Schr6der), who wu, in s-al. IIUODgIy inBuaxed by Mun, 
renwked in hie book FitnIlidII ~ _ RaI.c- (1686), 
probably with thia argumaat ill mincI. that was treasure could 
abo be laid up ill kind.' 

• [~ • ..t.. Pauli 7s. ..t.. 7Wor .... Doa.. m ,.,." t &ita 
IlL .. 'Il ..t.. [It) '$30 cpo. ',o.-a.a... ..,. r' .... ,8 ( .... AIIIIof 95) 
cpo. ... '9 (ii. 'Gtt).-w .... S{ ...... J,,.......w.. ..tI e..c 
... '" ('Il .... Lpt. ,68&, ss-). 
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Moreover the discussions on national wealth and similar topics 
often led to other things than money. Thus Mun in his earlier 
work, A Discourse of Tratiefrom Englaruf unto tk East [rufies (1621), . 
declared that "riches or sufficiency consisteth in the possession of 
those things which are needful for a civil life. This sufficiency is 
of two sorts: the one is natural, and proceedeth of the Territory 
itself: the other is artificial and dependeth on the industry of 
the Inhabitants." Roger Coke evinced an exceptionally keen 
interest in the provision of goods. In one of his books, it is true, 
his first thesis is "Money is Treasure", but his forty-third is 
"Goods are Riches",although the relationship between treasure, 
and riches is nowhere explained. Schrotter presumably meant th~ 
same thing when he stated, using a different but quite typical· 
terminology, that domestic trade makes for happiness but not' 

. for riches. The latter was the preserve offoreign trade, which was 
able to bring in "treasure". . 

Quite naturally the literature concerning what came to be' 
called Political Arithmetic manifested the furthest departure,' 

. from the identification of money with wealth. Through attempting 
to compute every possible social phenomenon in terms of figures, 
it aimed at a scientific or theoretical result, and ~herefor~ helped " 
to direct attention to matters which had been 19~t sight of1Jy;he 
advocates of the thousand and-one practi~l'projects:l'etty, the 
actual father of the Political Arithmetic and' tire.hiventoi-of the 
term, made calculations concerning the value of the fixed and 
mobile property of the country, which he called its wealth, and 
even added to this the separate "value" of the population. He 
points out explicitly that according to his reckoning, the amount 
of money was less than one per cent of this total (Verbum Sapienti, 
written about 1665, published 16g1). In a later work he declared 
that the result of trade was not "Wealth at large but particularly 
abundance of Silver, Gold, and Jewels" (Political Arithmetick, 
written about 1676, published_ in 16g0). A generation !ilter 
Charles Davenant, who belonged to the same school of thought 
in spite of having adopted more of the argument of laisst~-fair' 
than any other influential mercantilist, embarked on lengthy 
and detailed discussions of national wealth in his Discourses of the 
Public &venue ( 1698). He included not only all kinds of real capital, 
but even such imponderables as political power. Like Petty, he 
went so far as to say that, as its commerce and industry trew, 
so a country, like an individual, transformed the precious metals 
into "Stock of another kind", i.e. ships, buildings, furniture, 
foreign goods, silverware, etc. It is true that the actual facton 
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of production in the national wealth were altogether IUbordinated 
in thia branch of mercantiliat literature, too, in favour of the 
durable objecll of CODlUmption; but to lOme extent thia pre
IUmably corraponded to the economic facll; and what these 
examplea mow ia that other objecll of wealth than the precioUi 
metalJ could IOmetimea loom important in the eyea of the Politic:al 
Arithmeticiana. 

One of the beat diac:llllioDi of the relatiODI between wealth 
and money, finally, oc:c:un in a pamphlet c:alled 1M ~ru;. 
TraM • Mos' PrqfiIdu T, .. ,. 7lis J"u.,u.. ucribed to the 
well·mown Eut India director and City merchant, Thomas 
Papillon, or at leut laid to be written at hia instance and in hil 
howe . (:677)' The following eztracll are c:harac:teriatic of ill 
apPJ'Oll.Ch: "It ia true that wually the meuure of Stock or Riehea 
ia accounted by Money, but that ia rather in imagination than in 
reality: A1I1&D ia laid to be worth Ten thousand pounds, when 
poaibly he hath not One hundml pounds in ready Money; 
but hil Ealate, it he be a Farmer, conaiall in Land, Corn. or 
Cattle. and Hwbandry Implemenll. • • • Suppoee the penon 
pDIIeIIing ancl1JlAllaging the Farm to have attained to a Stock 
of Molley over alld above what II necessary for the c:an-ying on 
the (:obtem of hil Farm, Who would not count him a ridiculoua 
toor; IDlet'hia Mime, lie in hil Cheat idle. ••• He might with 
hil m_ey haw lIoutht GoodI in one Market where they were 
cheap. and canied them to another Market, where they were 
dearer, and 10 qether with the benefit of the Carriage, have 
added 10 much more to hiI Stock". R.eading thia at the pramt 
day, one might think that at last a perft:ctly lane 'and practic:al 
view of the actual conditiona had beea hit upoa, and incidenlally 
alIO a keen c:riticiam of what ia peraIIy beIieYed to be the 
wual mercantiliat approach i but thia would be a mistakea 
c:oncIwioIl. • 

So DlSUGAJU) or CONSUMPTION 

It II impoaible to obtain a c:Ieu UDdentaDcliD& of the prevail.iuc 
ideu &om a c:omparisoD oCdicta 1UCh. these. For if the tn:atmeal 

• N .... AO;-"T .... ". ~_. &at ...... eoL 49t-
0.... T ...... IlII~'.. (La.d. t6n) ...... ~~ 
-J ell. ~ Is (hi eoL 16st).-'-P ......... ~ ell. I ... So 6;""" 
~ell.I;Q; • ,--'~Q. . .,(~W~eoL 
H..u. I I~. ~ 11 +(6).4)a • Di.-.- (_ 6 ,..... &) 11 
ss:r..Milt.qa. (w ... - ............... .a>. 1".,.Dg&.IOI. 
1,,"-{PapiIIaaJ .,. .............. qa. ......,. ~",......" 
ell. " ( ........ 1V.l....a. tess. 1tD->-



19~ MERCANTILISM AS A MONETARY SYSTEM 

by these writers is considered as a whole, it is seen almost invariably 
that they aim at something other than 'what appears to follow 
logically from their general observations. 

This is particularly true of Mun and his friends and successors. 
Let us take, for instance, the last and apparently most convincing 
of the quotations given above, the one from the pamphlet ascribed 
to PapiIIon. The conclusion he arrives at is: "Suppose a Foreign
place where Commodities cannot be purchased but with Money 
or Bullion, and that 100 thousand pounds in Bullion laid out 
there, should purchase such quantities of Goods as would yield 
on sale in some other Foreign-parts 200, to 250 thousand pounds, io 
he returned to England; were it not the Kingdom's interest to 
embrace so gainful a Trade?" (my italics). It is thus clear that" 
in this case, too, the final gain of the country is considered to be. 
the additional amount of "treasure", and that the previous. 
argument was put forward simply to fortify the ordinary position 
of the East India merchant, i.e. that bullion should be allowed' 
to go out of the country in order to bring in more. of it in exchange. 

Davenant's writings are of special interest, both because he is 
certainly governed by a scientific spirit to a larger degree than 
the mass of pamphleteers and, even more, because he, the typical. 
eclectic, tries to blend the old and the new, more so perhaps than 
anyone else. Thus, though he took into account, as has just been 

• shown, all kinds of material and non-material objects of wealth, 
this did not prevent him from remarking, for instance, that if 
money is taken out of the country, " 'tis not the Substance of such 
particular Persons ... but 'tis the Riches of the whole People, 
consider'd in a Body together, that goes away". And this en
lightened mercantilist, standing on the threshold of laisst/:.-fairt, 
went so far as to emphasize that it was more profitable to have a 
war inside than outside the country, because if carried on abroad 
it drew money out of the country. Only when the mercantilist 
arguments are thus followed up is it possible to piece together 

.the picture of economic relationships which they represent, 
leaving aside the choice of isolated observations. These relation
ships are by no means so simple that the mercantilist views of 
them become inexplicable; though this of course does not neces
sarily mean that they were right in any sense of the word. 

In the third part (D.S. 118 If.) it has been shown how very much 
the sale of commodities was considered an end in itseI£ Of course 
this also acquired the greatest importance in the treatment of 
money. The consequence was that consumption, or the satisfaction 
of demand as such, was not regarded as of any importance. 
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Contrariwile, the dispoeition of the productive forcel in the countJy 
wu not colllidered aA economic element of cost at all. It wu 
thought that nothing wu to be gained from the economi9 point 
of view by increued home coDlumption and that in no cue wu 

• any internal lupply of the facton of production required. For 
example, 10 late and enlightened a writer u Simon Clement 
(1695), who came under the influence of Locke, ltated explicitly 
that he did Dot count u expenditure what wu used at home. It. 
a relult, exchllllgc within the countJy or domestic trade wu 

· believed to be incapable of producing wealth, for ODe perIOn'l 
, pPOfit wu counter-balanced by another perIOD'1 loss, and the 

. transaction wu nothing more than a "commutation" or a 
tranlfercnce from one pocket to another. At the mOlt one could 
have laid, with Schr6tter, u in the puaagc quoted, that luch 
trading made people happy but not rich, or, with Mathiu de 
Saint-J can, that foreign trade "fattens" the nativea while domeltic 
~deonly providel them with IUltenance. But while exchange, 
in 10 far u it catered for human wanta, wu thUi colllidercd 

· unlmportant,'or at any rate not conducive to wealth, it wu 
believed that wealth could al_ya be acquired by going beyond 
the boundariel of one'l own countJy. Everything gained in this 
_y by native production wu rqarded u net profit for the 
countJy, wi~out allowing for the aacrifice in the fonn of appli
cation of the productive fon:eI within the COUDtJy. On the other 
hand" It wu al_ys preferable to produce a commodity at home, 
be it procurable never 10 cheaply &om abroad. 

One mercantiliat writer after anotha- calculated the country', 
profit in lucb a _y that only the purchasing price of'the fOreign 
raw materiala (or commoditiel in peral) _ reckoned u 
outlay, while the costl ariaiDa from m:ightiDg iD native ahipa 01' 

from tradil1l expenditure iD peral were c:a1culated u part of' 
the country', profits. Tbia profit CODICquently II'eW bigga' and 
bigger the more distant and expensive the actual trade. Mun 
and hia dilciplel extelled in eomputatioaa of'thia nature. Clemcut. 
for example, aVa'red that if the requiremcall of' a COWItry'llrOopI 
abroad _ aatisfied with native commodities, which COlt 10 

per cent more than they would have doae if bought lID the apot, 
the pia in any c_ &IIlOWIted to 80 pcr ceDt OVa' that of' the 
otha' method. Writen iD a liJver.produciac COWItry like Austria 
(particularly _ H6mip and _ Schr6tter) estimated that an 
amount of' Iilva' comspoDCIiDc aactly iD value to ill COlt of' 
productiOD _ u profitable eo the ltate as a 100 pcr CCIlt profit 
eo a private per-. and that a retunl equiYaleat eo oaIy baIf the 
.. JItL Mil 
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cost of production must therefore mean a 50 per cent profit. 
It was then. easy for mercantilist authors.' to quote numerous 
cases ~hich, in their opinion, involved profit for the state though 
loss for merchants and producers. Von Hifrnigk, for example, 
whO' was essentially a man of the world, made no secret (in his 
Oesterreich iiber Alles, wann IS nur will, 1684) of the fact that the 
silver mine recommended by him was no business for a private 
person, "whom a business of that kind would speedily and 
effectively bring into bankruptcy". 

The central part of this argument was admissible even if the 
connection between import and export were not overlooked. All 
import could not indeed be rejected; for as has already been 
shown in the third part, imports wer~ often regarded as a means 
for making othet countries willing to '~cept one's exports. This 
was emphasized for eXample by Mun, as well as in an instruction 
to an official committee of inquiry (1622) of the same period, and 
later also in Davenant and Cary. On occasions, foreigt!. trade -
was even conceived as an exchange of goods. This was so in the 
writings of such varied celebrities as Jean Bodin, itlhis moneta,ry 
tract of 1568, John Law, in the book in which as a young'inan . 
(1705) he laid the basis of his "system", and likewise his contem
porary Bernard MandevilIe, in the prose commentary to one of 
the most widely discussed writings "Of the 18th century, the Fable 
of the Bees (1714), whith has already been frequently mentioned 
in these pages. But so long as import was not considered a Ineans 
for the provision of goods, but an indirect method for the disposal 
of them, the underlying attitude remained unchanged. 

If we attempt to pursue this argument to its logical conclusion, 
it is obvious that the outcome could be nothing other than 
"treasure". For in the first place any amount of native productive 
power could be used up without any cost to the country, and 
secondly, it was believed that riches were not increased if this 
"cost-free" power led to a greater supply of goods from abroad. 
Consequently all that remained was to direct the productive 
powers to the acquisition of money and precious metals. This 
could be done either directly (in silver-producing countries) 
by mining, without regard to the small return in relation to the 
capital and labour invested; or the same result could be effected 
indirectly by export-whether or not occasioned in that case by 
import, though if so, the import would have to be of smaller value 
than the export; in any case, it would have to yield a balance 
of precious metals. If the premises were once accepted or, rather, 
were not considered demonstrably mistaken, there was nothing 
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remarkable In the concllllioDi. For there wu, then, practically 
no alternative than eo c-onaider the ac:quiJition of plecioUi metall 
desirable, irrespective entirely of whether they would:- later 
have a function to-fulfil or not. Thill may appear paradoxic:a1; 
but the logic:a1 consequence of 10 Cac:ile a notion _, in .Cac:t, 
paradoxic:a1. 

For two centuriea, writen on ec:onomic:a were unanimoUi in 
the belief that the argument here outlined _ lOund. To quote 
them all would only be to repeat the lame theail tul _ 

Among the writen of the early 16th century, we find the notion 
either formulated In general termI or implied, u a neceaary basil 
for the argument u applying to concrete c:ueI: thUi in Clement 
Arm.trong and the pro~bly la~ Thomu Starkey, in hill 
imaginary dialogue between Cardinal Pole and Thomu Lupaet, 
u well u In Halealn .4 m-. qf IIw C- WICIl (1549). In 
the 17th century we find it, in England, in both worb of MUD, 

. aJU1 even In Sir William Petty-in whom, however, it _ not 
10 prominent u in most of the othert, u well u, of coune, in 
Brilalti4 r.-,trrv. Among the French aupportcn of the view there 

. waf'MatLiu de Saint-Jean, and among the AUitrian, HOmigk 
and 6chrOtt'b', to mention but a few. I know of no men:antililt 
analym which opposed thiI argument 01' attempted to replace 
it by another. A partial exception mUll. perhapa, be made in the 
cue 9f' Davenant, when, fOllowing hiI Ulual reuoning, he tried 
appakntly to ahow that the building up of capital _ u much 
an end in itlelCu money. He thua aaaerted, on the one hand, like 
all hit predec:eaon, that with regard tID domestic: consumption 
the profit of the one _ the _ of the other, and that &eightl 
were pure profit even if the &eight COllI were higher than the 
freight revenues, while all f-iI- COIIIumption he c:onsidered an 
tqually clear and uaured profit. On the other hand, he CODIiden:d 
the national pin to be that part of the importl which the nation 
doea nOt conaume, "but either laY' up in Commodities, 01' _ 

auch adequate Treasure", The ~tal orthoclo&J of thia 
1WUld-be heretic ill aiguificant. 

Adam Smith, therefOre, waa DOt by any _ til1ina at wind
milia when he wrote: "Coaswnption ill the IOle end and purJIC*: 
of all -production • , , But , , • the _tile 1ysteaIl, •• 
__ to c:onsider production. and DOt ~ption at the ulti-
mate end and otUc:ct of alllncllllUJ and ~. • 

.0. dIie ...... a ....... : [~eoL.~,.. eoL. r ..... 
DoG. 111 10$0~ .. ,.... '-- c..MoI M _ n-. ,.. 
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4. THE IDEA OF SURPLUS 

The mercantilists had, however, another .and more funda
mental argument which brought them to the notion of 
"treasure", still without regard to the use to which it might be 
put. This argument, moreover, was much more plausible in their 
time than it is to-day. It could be called the idea of surplus. It 
was clear to them that just as an individual, a country must take 
care that expenditure does not exceed income, in fact if possible 
must aim at the opposite. The surplus would then be the nation's 
profit or increase in wealth. while a deficit would be the reverse. 
It is obvious that such a notion presupposed some theoretical 
interest, and therefore could only arise when economic life was 
no longer taken for granted, but was considered a matter for 
reflection and possible improvement. The vital point on which 

(pr. England in the R.ign of King Henry the Eighth, II. cd. J. M. Cowper. 
Early English Text Society. Extra Seri •• XII, Lond. 1871. g6).-[Hales]. 
DiscOUTse qf ,''' Common Weal. ed. Lamond 65. B4.-Mun. Discourse 23 ff. ; 
Engl. Tr. ch. 4. 7, 14 (cd. Ashley, 21 f.. 36 f., 70).-P.tty, Verbum Sap. ch. 9. 
Pol. Arithm. ch. 10 (Econ. Writings I 117, 313).-Dav.nant, Discourses. II .38 f., 
213, 220f£., 384f .• 419 el passim; "An Essay on the East-India-Trade" (as 
appendix to the foregoing work) 31 ff.-[M. d. Saint-Jean] 151 f. A cond.nsed 
statement of the conception OCCW'S, too, in a pamphlet by the rather over-rated 
B. de Laffemas (Les /resors et ridwm POUT mellr, I' Eslal '" splerulnJr. Pari. 15gB. 
21 f.).-[S. Clement]. Disc. qfthe General Nolions qf MImIY. TrtUil. and Excfumges 
18. 35.-P. W. v. Hornigk. OeslerTeich iiber Alles. wann es 7IUT will ch. 9. 9th 
rule (Regensb. cd. 1723. 31 f.).-S[chsotter] ch. 29 § 3. 66 § 2. 67 § 7 (1st 
ed. 163 f. •• 62, '9.).-Modem parallels: ...... g •• Feslskrift Iill Ponlus Fahlbeck 
tim 15. Okl. 1915 (Lund. 1915) 114: "Sweden pays nothing for Swedish sngar. 
prot.cted hy customs duties. if Swcdish raw material. Swedish labour. and 
Swedish capital are employcd in the making th.reof. For foreign commodities. 
both raw materials. capital and labour must be paid." • 

On the relation between imports and exports, see Bodin'. work., quoted 
in note 2, unpag.: U ce qui entre en lieu de ce qui sort cause Ie bon marche 
de co qui defailloit."-Mun. Engl. Tr. ch. 15 (cd. Ashley. 81).-lnstruction 
of 16 •• to a commission on the cloth trade pro Fl1IIkra. cd. Rymer. 1st edn. 
XVII 414--Cok •• Trllllis, I: Wh.rein is demoDStrated that the Church and 
State of England are in Equal Danger with the Trade of It (Lond. 1671) 
54. 60. 6. f.; Treatise III unpag. Introduction: Petitions No. 31. 44. etc.
Cary. An Essf!)I on the Slall qf Engltmd (Bristol 1695) 5' f .• 1.6.-Davenant. 
An Essf!)l upon the Proboble Mellwds qf M~ a People Gainers ill the .B~ qf 
TrtUiI (Lond. 16gg) 46. 127 f.-{J.] Law, CrmsUlJralims sur U <tJI1ORJmO et sur 
I'Mgml ch. 4. 7 (La Haye 17.0. 91 If., 165 f.): "Le commeroe entre deux 
nations diffb-mtes n'est que l'l!change des denrl!cs ... -Mandeville. T". Fable 
qf the Bees: or. PriDaU Vice.s, Pu/Jlidc BeneflJs. Remark (cd. F. B. Kaye. Oxf. 
19'4, I log If.): "buying is bartering."-Adam Smith, Wealth qf Nalims. 
Bk. 4 ch. 8 (cd. Cannan II 159). 
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thil argument .tood or fell wu clearly the question of the tangible 
Corm in which the aurplUl or deficit wu realized. And the most 
natural thing wu to consider this u cbangeI in the amount of 
money. We might a1mOlt .. y that thia wu a necesaary link in 
economic thought under conditiODI of money economy. I. this 
cue, too. the conclusion wu obvioully ''treasure''. 

Tbil idea, .lated explicitly, recun continually in mercantiliat 
literature and wu certainly preaent everywhere _ when it 
,.... not formulated explicitly in warda or figureL Several examples 
taken from .nch differing period:a u can only be found within 
the framework oC mercantiliam may _ to illUitrate the 
point. 

In an extraordinarily lucid and intelligent memorandum 
of the time of Qpeen Eliaabeth, the lllUai questioll of the C&UIeI of 
an outftow of preciOUl metal wu being di.acussed. Tbe author. 
who remaina unknown. gradually leada up to the __ --. 
the Cundamental buia on which all the othera rest, namely, "If 
England would apend Iesa of fOreign commodities, than the 
aame [nativeJ commodities will pay for, then the remain mUll of 
DeCa1ity be retunIed of IiJver or cold; but if othc:rwUe, thm it 
willliare in England in abort time, u it doth with a man of great 
y.:arIy living, that apendetb more yearly than hie own menue 
and apendeth of the .tock besidea. .. 

Mun developed the idea at the beginning of hia two _ys. 
pving figuft.I, in accordaace with lUI excdIent businesa habilL 
An individual with an annual income of llooo, and with laooo 
raady mODI!)' in hia aafe will haw 1oat. he UIeI1I, all his IIIOIII:Y 
in lOur ysn if he apeada llSOD a JISI'. but he can double lUI 
_lIh in the aame time if be only apeada lSOD a Jar; "wbidl 
rule De'YeI' taileth likcwile in the Commoowalth, but in _ 
cue. (of DO IIftt moment)N. Job Locke, the only philc.Jplier 
amona the Jc.eline ecooomic writera of the period and ODe of the 
IIfttest aDIOIII1be phibopben, imagined IOCiety in the JOrm of 
the island of Portland, admiDisund OG the Iinc:s of • public 
estate (S-~ " ... c...,._ " ... '--' ttl 
/UmsI, - R.isiat '" JO

"" ef JJ-.,. 16g1), I. lUI example, the 
lint proprietor of the island baa a awplUi ofalloo a Jar. ifhe 
lelia uad receiwa the baIaDce in --r: but lUI ..-tthrift _ 
doea the ft'\'erIe. The tora- ..- rich and the latter poor: .,.: 
"We haw __ bow Ilichea and MOGCf are rot. kept or lost, in 
any Country: and that ia by coasuminc kG of FOI'CigIl eo
modities than what" by Oxnmoditics ell' Labour ia paid b,
~ __ here. the ...,..... remainecl uachaaced &0. the 
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time of a Tudor politician to the founder of 18th-century 
philosophy.? 

To-day no comparatively educated person would imagine that 
the normal way of effecting an increase in one's wealth or capital 
was to place ready money into a safe, or of effecting a decrease 
to take money out of it. To-day he would reckon on the amount 
paid into his banking account or taken from it. Qpite a number 
of people even know that the savings find their way from the 
banks into real capital investments in indrutry and other com
mercial activities. Now it would be a mistake to believe that 
capital invested in the form of the furnishing of credit never 
occurred in Tudor times. On the contrary, it obviously played an 
important part in England even at that time, precisely in industry 
and trade, and there is no doubt that it constantly grew in 
importance later. But it took a long time for people to rid them
selves of the feeling that interest was something reprehensible; 
and the hoarding of money clearly went on for a very long time. 
Direct capital investment without the mediation of credit natur
ally occurred side by side with credit, and the mercantiIist 
writers took passing note of it when it occurred in agriculture 
in the form ofland improvements. But it is doubtful whether they 
all realized that this constituted real capital development, 
though it appears from the passage previously quoted that the 
author of the pamphlet ascribed to Papillon did so Cu.s. II 191.)8 
If, then, it is explicable that they frequently pictured an increase 
or a decrease in wealth as a change in "treasure", then it is also 
equally clear how they took the saito I7IOTtak-which is quite 
evident in the quotation from Locke-from the increase in 
capital to surplus in foreign trade. For what was conceived 
to be the only admissible form of surplus, i.e. "treasure", could 

, Memorandum of the time of Elizabeth: pro Schanz, Engl. Handelspdilik 
II fi49.-Mun, Discourse ,f.; Engl. Tr. c:h. 2 (ed. Ashley, 8).-Locke, the 
essay quoted in the text (in Several Papers relDtin8 to M...." lnUrest tmti Tradl, 
etc., Lond. ,6g6, [1] 26 f.).-Cp. Adam Smith, Wealth 'If Nalitnu, Bk. 4 c:h. 3, 
who comes to the conclusion that there ia a diatinction between the balance of 
trade and "the balance of annual produce and consumption" (ed. Cannan 
146,). 

• On the granting of credit in the Tudor perind: R. H. Tawney's introduc
tion to Th. Wilson, A Discourse ufHm USUtY (Lond. '925) '9,43-&; for a later 
standpoint cpo Child, A Discourse CIIIIC. Tradl (note 4 in c:h. ,) '9: "most of our 
Trade being carried on by young men that take up money at interest."-On 
the hoarding of money, e.g. Macaulay, History 'If &,UztuJ, c:h. '90 20 (ut eel. 
IV, Lond. ,855, 320, 490 ff.).-On land improvements (in connection with 
the rate of interest), e.g. [Sir Th. Culpeper], A Tr..a ",aWl USJ1ri6 ('M'), 
repro in Child, op. ciI. 222 ff., and Child himself, op. ciI. 49. 
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be achieved in a country without ailvel' or gold mines ooly by 
thia kind of trade. 

On the other .band, u the following will demoDitrate, the 
mercantilista were very doubtful u to the utility of an amassed 
treuure. But preciaely for thil reuon, a surplUJ ofprecioUJ metaIJ 
wu conaidered more valuable for lOCiety than it would have been 
if it came to private individuals; for aociety could dispose of the 
metals in other ways than by hoarding them: it could allow them 
to circulate. And 10 a IOlution. the treatment of which belongs 
to the next chapter, wu reached. 

It iI now clear that the inaiatence on the part of the mercan
tili1ta upon an increue in circulation need not in the least have 
been rooted in any iDlufficient aupply of the circulating medium.~ 
Increased circulation waa required in order to dispose of the 
desired influx of money and precioUJ metala. And that influx 
waa conaidered the only way of increasing the wealth of the 
country. There waa an undeniable, if IOIDeWhat fantaatic. logic 
in thil argument. Once thil iI clarified, we need no 10llgtl' IUppose 
that a peculiar atate of affain prevailed, corresponding to the 
mercantililta' theoretical outlook.. 

\,5. MONEY AS CAPITAL AND REVENUE 

The noti~ outlined here ahow that -., _ iMaJijiJ MIl 
~. Thil moreover iI very 1I&tural. Evaa to-day we have "the 
money market", "dear mOlley", and "cheap money" u reminders 
of these notiOlll which recur again and again in varioua forma. 
The explanatiOll ia primarily that proviaiOll of capital and credit 
in • money economy nearly alwaY' takes place in the IOrm of 
smeral purchasing power, i.e. of money, and ia DOt meaaured 
in quantities of other material objecta. A more profound &II&lysia 
would abo consider the ItroDC and IIWIifOld COIIIleCtioa betwem 
money and capital, which coaaista in the fact that chansa in the 
value of money OIl the ODe hand. and variatiOIII in the rate of 
interest from the equilibrium rate of interest OIl the othc:I-, are 
cJosely linked up: the effect of IU~ and IUbaonnal rata 
of interest OIl the value of money, and oa the othc:I- hand the 
possibility ofloweriDg the rate of interest through .. iDcreaIe in 
the quantity of money. No other branch of ecuaomia baa ber:u 
more beset with c:oafusiOD and misuncIerscaucI and it -'d 
indeed have ber:u remarbblc if the __ ecoaomic thought bad 
bmcl the COI'ftC1 lIOIutioa &om the IWt. We C1IUld DOt really 
expect anythiDc cbe thaa that -r aacl capital IboaId be 
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identified with one another, and i~ is moreover easy to realize 
that this identification differed little from that of money and 
wealth. The latter identification acquires, for thit reason, a further 
explanation. 

The position of the more perspicacious mercantilists was in 
this respect, as in many others, perfectly clear within certain 
limits. For them, money was-to use the terminology of to-day
a factor of production, on the same footing as land, sometimes 
regarded as "artificial" wealth as distinct from the "natural" 
wealth; interest on capital was the payment for the renting of 
money similar to rent for land. In so far as mercantilists sought 
to discover objective reasons for the height of the rate of interest 
-and they did so more and more during the period-they found 
such reasons in the total quantity of money. Many of the quota
tions brought hitherto illustrate this; and it is of paramount 
importance for the subject matter of this chapter. From the 
abundant material available, only the most typical examples 
will be selected, so as to demonstrate first and foremost how lasting 
this notion was, how deep-rooted and independent of practical 
considerations. To separate the two constituent parts of the 
notion-money as a factor of production and interest as deter
mined by the amount of money-is an unnecessary labour. 

Both of the protagonists in the struggle over monetary policy 
and the East India trade in the early 1620'S in England were in 
entire agreement on this point. Gerard MaIynes stated, giving 
detailed reason for his assertion, that "Plenty of money decreaseth 
usury in price or rate" (Lq Mercatoria and Maintenaru:e of Free 
Trade, 1622). His truculent and rather unscrupulous adversary, 
Edward Misselden, replied that "The remedy for Usury may be 
plenty of money" (Free Trade, or the Meanes IQ make Trade Florish, 
same year). Of two leading writers of half a century later, Child, 
the omnipotent leader of the East India Company and its most 
skilful advocate, discussed (1668) the question of how far the legal 
maximum rate of interest, which he emphatically demanded, 
would result in drawing "the money" of the Dutch away from 
England. He found a remedy for this dreaded disadvantage in 
the easier transference of bills of debt, if these were used as 
currency, for this, he said, "will certainly supply the defect of 
at least one-half of all the ready money we have in use in the 
nation". Petty, the other writer, who was entirely unaffected 
by the cI¥h of interests, was in agreement with the rest wheIJ. he 
explained the "natural" faIl in the rate of interest from 10 per 
cent to 6 per cent by the increase in the amount of money (Polili-
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ItIl Arilll11ulick, 1676), and advised lending at interest u an appro. 
priate remedy Cor a country with too much "Coin" (Qruutlrd_ 
AUlqIII eo"""",,, Mo"l.1, 1688). Still later, towardJ the end oCthe 
century, Davenant spoke at length oC the "Radical Moisture", 
which wu presumably equivalent to capital, in the modem sense 
of the term-it occun, too, in Ma1yn~d at the same time he 
wu obviously interested in reel national wealth. But, like Petty, 
this did not prevent him &om explaining the decrease in the 
rate of interest u due to "a greater quantity of money got lOme 
way or other into the Kingdom" (16gB). 

This reuoning, naturally enough, wu by no melUll confined 
to England. Several yean later (1701 and 1706), for example, 
French merchants and statesmen complained of the prevailing 
lCarcity oCcoin (iiuu. iu ujlku) u the cause of the high interest 
rates, and they were anxioUi to lower the rate of Ulury by inc:n:u
jog the circulation of money. 

In the 16g0'. inftationiat aima were given a mOlt powerful 
fillip, .. will be examined more closeJy in the followipg chapter. 
The I'dation between theae aima and the identification of money 
and capital is obvioUi. From the theoretical point of view, a 
much admired little pamphlet by Joim Asgill, entitled s-r.l 
Assmitlll ProW ill 0,.. " c... .4lIOtMr SpeiR " MotfI7 tMa 
GoU _ Silwr (16g6), iI particularly interesting in this connec:-
tion. III reuorung is, indeed, quile impossible, but none the Ie. 
it provided, on the whole, an aa:ur&1e picture of the cmuequencea 
of a fall in the rale of interest i and by combining this with the 
notion that the rale of interest _ dependent on the quantity 
of money, it arrived at ill extremely characteristic conclusion. 
The argument wu u fblIoWl. Like aeveraI of the uprojecton" 
of that time, Asgill had made what he cailed the inYelltioa of 
bluing paper IIlODeY agailllt eecwity in the Ibrm of Jaad-.the 
most famous instance of which CICX1In'ed a century later, during the 
French Revolution. ill the form of the usigaall. Now A.!pl. in 
attMlaace with almoat aU memmtililt writen, wanted to make 
the value ofland u high u possible, and he round hia "inYelltioa" 
of iIlvaluable usistaace becaute it ~d lower the raIe of 
interest and, if it achieved ill theoretical object, ~d abolish 
interest romplecdy. Thia would make Iaacl ''iDcstimab1e'', i.e. 
give it infinile value. So u DOt to __ exag:n&ed bopeI. 
Asgill added prudently, "But thia is the I_tioa perfected, which 
1NJ must DOt promise ouneIYeI to lee. I oaIy mentioa it, to show 
that the IilliDc of interat by th.ia inYeDtioa, will be a ~ 
improvemeDt to laacb" ~ to an infinity." Such argumeall 
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as these should surely give pause to those who look upon the tenets 
of mercantilism as expressions of the actual conditions of the time; 
for in fact, they are something quite different: they are bold 
conclusions drawn from theoretical notions. The admiration 
aroused by the writings of Asgill and the many who thought like 
him proves sufficiendy that they represented widely held views. 

Another train of thought, rooted in the same fundamental 
economic oudook, is adequately represented by the Austrian 
von Schriitter. He was one of those who, throughout, used the 
term "capital" in referring to what properly belonged to money 
and money alone, as for instance when he said "and thus a prince 
can use the whole capital ofthe country, and even more than what 
the whole capital is worth [sic], if only he uses it up again and 
puts it into circulation among the people". While this may be 
true of money as used in exchange for different goods and ser
vices each time, Schriitter apparendy believed that the same 
material objects might be consumed several times, rather like 
Eber Sarimner in the Nordic saga, who rose again every~time he 
had been devoured by the gods. The idea is verydifficultto uproot. 
In the Dutch literature, for example, it occurred in the belief 
that a war could support itself for an unlimited period if only 
money remained in the country-a belief which recurred in 
literally the same form among prominent German economists 
during the last war, and in both cases was due to the confusion 
of real capital objects with money. For if money itself is "con
sumed", this simply means that it passes into someone else's 
possession, and this process may continue indefinitely. No elaborate 
explanation is required to show that things do not work out 
so favourably in the case of material objects which are employed 
in the upkeep of a prince's court, for the maintenance of soldiers, 
or for the manufacture of munitions.' 

• Malynes, CtmSrlebuJo, .. I Lez MerCllloriiJ, Part II ch. I' (lIt ed. Lond. .&.12, 
335), cpo Part I ch. 5 and Part II ch. 2 ('lIed. 640 266), and Maintmanu 'If 
F,ee T,ade (Lond .• 622) gS.-Misselden, 01. <iI • • 16 f.-Child, .t NtII! DisaJur .. 
'If T,ade, Preface (unpag.) and .t DiscOUf'II <011&. T,ade, repr. in the previaWl 
work 15.-Petty, Pol • .A.riIhm. ch. 6; Q.UIIIIIubmreunqu ~ 27 (Eron. Writings 
I 304, II 446).-Davenant, DiscOUf'sU on 1M Publici< lUrJeruus, II 12,23,57, g6, 
316.-Des Casaux du HalIay, merchant of Nantes, to the C07II,81eur glnJral 
'70' ("Ja disette presentc des es¢ceo ct .•• Ie prix excesa;r qu'co rctircnt 
pour inte~t ceux qui Ie donnent dans Ie commerce"); the C07II,. gin. to the 
Intendant in Champagne 1706 ("chcrcher toutes IOrtcs de vai .. pour rcodrc 
I'CI~ce plus commune dans Ie public, afin que, Ii I'on ne pcut pas cm~ 
tout A fait ceo usurcs, ou en dinrinue au moins Ie prix")-pr. CarrufHJIIII4nu 
des C01Ilr8leurs glnJraux, ed. Bois1isle II No. 3S2, gl4.-AsgiII, esp. Themes '0 

&: 12 (Rcprints of Eron. Tracts, BaIt. IgaS, 19 If.); cpo Defoe', enthWlWtic 
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From the point of view of the relationship between money 
and capital there is no mercantilist author more interating than 
John Locke. What placea him in 10 unique a position is the fact 
that his philosophic training enabled him at timea to attain 
a clarity of argument unparalleled among other mercantiliat 
write .... At the aame time, aince his general outlook wu mer
cantilist in every respect, one may obtain from him a clearer 
picture of this outlook than from any other writer, at leaat in thOle 
matters with which he deala. The contrast between Locke and his 
younger contemporary, Davenant, is, in this respect, particu
larly marked. The latter wu confused and ineoDJistent, partly 
perhapa just because he wu far more open to poat-mercantiliat 
ideal than Locke. One of the two pointa which Locke discuases, 
with a lucidity unexcelled in mercantiliat lliustration, is preciaeIy 
the relation of money to capital. He wu a devastating critic of 
the demand for a maximum rate of intereat, which had ita mOlt 
talented advocate in his contemporary Chlld. Thia lliustratea 
afresh the fundamental agreement in outlook, even where there 
were great diJferencea in practical demanda. The aame situation 
reappeara in the cue of John Law; for in spite of the tempera
mental differencea between Law and Locke, between the daring 
speculator and the staid Icholar, and in spite of the criticism 
levelled by Law against the flunous philosopher. he wu yet 
powerfully influenced by Locke, and not leaat, on th. particular 
point, by Locke" ideal on money. 

The point of departure in Locke's argument wu the identity 
of capital and money, and thia conception persista throughout 
Locke'. book from the tint page to the last. "The natural Value 
of Money," be wrote, "u it. apt to yield such an ~y Income 
by IIIInm. depends on the whole quantity of the then passing 
Monl'Y of the Kingdom. in proportion to the whole Trade of the 
J .......... t (All ...... ,....", Laad. lfig? '7). wbicIa .... _ '" ..., 
_1WId alane, "Mr.""", Allill ••• ill a -U _ -nw ....... 
.. diltinctly IIaDdW Ihia .., c-. ( ...... bmcIod lIpOII ...... - ...my) 
wilboudo~.~"'" ~ .a-...... J...-. 
.... oudo • Style, .. all .... ~ put ..... World _ a-...... 
1hemoeIva~0bI.'d ... __ .... Pieoe." far ......... ......... 
..... IIIliIbt odd IhaI AIIiII did .. _ ............ __ ...w 
.....t 10 ..... inIo Ilia ....-. I.e. ....... _ • aopiIeliarjne ( .... 
ia\WtOd ..... u.-) ....... lafiaildy .... 11' .... _ fIla..- ..... 
...... -8(cll.O ..... 1 ell. 7 h (I. ell. 68) • ...o.,p. __ '*--.I .... 
U'ti6rial -.ItII ill ......... _ • be ............ ill .. 00-." J-., 
(Laad. 1fig6) ." -nbed -.., .................. J. ...... -1 "'~ 
Gioal. 4..... ' • ,_., ~ I,a.-Far ..... puaIIdI. 
-IIIJ ..................... (SdII& Igls) IS). 
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Kingdom, (i.e.) the general Vent of all the Commodities." The 
rate of interest, in other words, is determined by the amount of 
money which, according to Locke, determined the value of money 
or the level of prices. "In Money there is a double Value," he 
says at another point, " ... as it is capable [first] by its Interest 
to yield us such an yearly Income; and in this it has the Nature 
of Land, the Income of one being called Rent, of the other, 
Use" ; secondly, "Money has a Value, as it is capable by Exchange 
to procure us the Necessities or Conveniences of Life; and in this 
it has the Nature of a Commodity". Here there is no possible 
ambiguity that money is considered partly, to use modem ter
minology, a factor of production, on the same footing as land and, 
like land, capable of yielding an annual profit, and partly a 
general means of exchange. With perfect consistency, Locke 
concluded his refutation of the arguments in favour of a maximum 
rate of interest in the following terms: "All the imaginable ways 
of increasing Money in any Country are these two: Either to 
dig it in Mines of our own, or to get it from our Neighboun. 
That 4- per cent is not of the nature of the Devising-Tod [divining
rod], or Virgula Dioina, able to discover Mines of Gold and Silver, 
I believe will easily be granted me. The way of getting from 
Foreignen, is either by force, borrowing, or Trade"-and 

(
since 4- per cent did not possess this power either, he considered 
his thesis proved. Locke's argument would be irrefutable if capital 
really were synonymous with money, and interest with the price 
for the loan of money; as this is not so, it is entirely irrelevant. to 

On its own assumptions, the mercantiIist argument was thus 
applied with perfect clarity, so far as it went, and the reasons 
for the increase in the stock of money satisfactorily given. If a 
greater quantity of money was to have the same importance for 
the economic life of a country as an increased amount of land 
or other natural materials, then obviously no further proof was 
required as to its desirability. The wealth of society obviously 
grew, in that case, with the quantity of money. But iffurther proof 
of his conception was nevertheless required, a very powerful 
proof was to be found in the belief that in this way the high rate 
of interest, which was univenally attacked, could be lowered, 
even though interest as such had already proved ineradicable. 
Of conne, if asked point-blank, the mercantiIists would certainly 
not have said that money could produce commodities in the 
same way as land could. They merely omitted to carry their 
ideas to their logical conclusion and thus acquired what 

.. Locke (see above, note 7) 49, 52, 71 f., 128.-On Law, see below esp. 251. 
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wu in their eyea an unshakable IUpport for their monetary 
policy. 

By comidering the matter from a point of view opposite to 
that of mOlt mercantililt writen, and further illustrating thia 
mercantililt ideology in the Iphere of money. it ia possible to 
obtain an even clearer impreaion of how deeply rooted theae 
notiom were. An opportunity for doing thia ia provided by 

,;.TohannJoachim Becher, the mOlt original thinker among German 
mercantililtl and the mOlt remarkable peraonality in the whole 
of the economic literature of that time. In Itriking contralt with 
the beat known among the Engliah writen, who were IOber men 
of businea, Becher wu a lurgeon, chcmiat, and alchemist, 
inexhaustible in hia lupply of invective against bY advenaries, 
a projector, a dreamer and a fanatic all combined. He would 
IOmetimea let Oy at princes, whOle good favour he neverthelea 
curried, and at other timea would even direct acathing attac:b 
on the practical aima of the mercantililt system itself, employing 
argumentl that were IUl'pl'ilingly rew1utionary for the 17th 
century. In 1668 he brought out hia most famoUl work, which 
later went through a number of editions, the Politi#1t. DiJaItr 
_ .. ~ Urs./wa 1M A'4I-" A~. SlUt, I..bJ6 
IUIJn RtJld/itUrt, letting forth, in the main, orthodOll. mercantililt 
viewa. A abort while later, in 166g. he publilhed an extremely 
peculiar little book of an entirely different nature called M.,.z· 
DimIn _ .. riptIlicMtI Urs./wa 1M GItis .. U.,hkh, which 
wu completely overlooked by bY contemporaries. There IOllowecl 
in 16,8 hil p~ .. s.u.WIiIMI, a book aimilar in 
character, but IOIIlCWhat widei' ill 1COpe. In both the latter, Bechel' 
put forward ideala of a leIIIi-ll_ueaque, and at the arne 
time communiat complexion, loag bdOre ll_u wu born. 
In them he broke a lance with the problema of'pnctical men:an
tiIism, DOt only u rqarda the pn-' craving for money revalUes, 
but also u rqarda their endeawun to incn:ue the quantity of' 
money. From our point of'view. the importaDt thing 11 that thae 
very heresies COIICCI'Ding pnctical policy prove quite clearly that 
even Becher ftlVded ecODOIIIic alI'ain ill DO _y differeDt &om 
hia contemponriea. He reproduced the unMnaIIy held beIicfa. 
but ill a 10 to speak invened fonD.. 

Like many another Utopian. Becher rqarckd money illelf u 
the primary CYiL ''Thill it is moaey'l father who tyrulDises the 
world and it happeos that he becomea great and _ alaws. 
many thOlllUlda of' UDlOrtuDate people must aufI'er UIlder the 
lpectre of' money. For if there were DO money it coWcl aal but 
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follow that we should all be equal and happy." "Money is the 
cause of all idleness and slavery. He who has money will not work, 
but pays for work. . . . Contrariwise he who has no money, 
therefore becomes a slave. . • . Thus is money the mainspring 
and source of all sloth, slavery and many other attendant evils." 
Ifmoney (or its currency) were abolished, "all would then become 
equal, and no one would any longer wish to serve another but 
all would have to work". Labour would take the place of money, 
a thing which everyone could possess and he who had not such 
money might well be despised. What Becher calls money in these 
passages quoted from the Moral Discurs was clearly capital. Any 
possible doubt may be allayed by the interesting comparison of 
this passage with an idea taken from his conception of a Utopia 
(elaborated in detail in his Psychosophia). "A stock of money," 
he says, "must be accumulated to make a start during one or two 
years." 

What he evidently means by this is that his Utopian society 
would have to live during its early years from an accumulated 
stock, before communistic production had gathered stearn. Money 
as a means of exchange was no more necessary at the beginning 
than later. It is likewise evident that the nature, and even the 
existence, of means of exchange must have been altogether irrele
vant with regard to the possibility of living without work, which 
was precisely the state of affairs which Becher wanted to abolish; 
this is most easily seen from the fact that slavery was anything but 
a creation of an economy of exchange. What Becher intended was 
to do away with capital and thus remove any possibility of 
unearned income, and this he meant to bring about by abolishing 
money. His bitter criticism of society, therefore, contains precisely 
the same theoretical conception as that to be found in the 
respectable bourgeois mercantilists, who were in complete 
harmony with those social principles of the 17th century that 
Becher turned against. The contrast in social ideals thus did 
not prevent complete agreement in theoretical outlook.l1 

The identification of money and capital is very closely related 
to the identification of money and income, that is the belief that 

11 Becher, Moral Dis"". (Frankf. a. M. 166g) ISOf., 15""'&; PsydwsOPlri4, 
Ques. 116 (2nd ed. undated, 111 f.). Of the former, which is said to be very 
rare, one copy is to be found in the Royal Library at Stockholm, unfortunately 
without the name of its former possessor. It must be empbasiaed that these 
books do not at all owe their importance to their influence upon contem
porary thougbt, for that was probably nil, but to the light they throw upon the 
workings of the mind of one of the foremost mercantilist writen. 
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income consiiti in money because it II expreued in money. This 
belief wu only to be expected, but it wu pregnant with conae
quences. 

Leu of it II to be found, ~bapI, in Petty'l writings than in 
thOle of any other mercantiliat. That he wu able to steer clear 
of the belief wu undoubtedly due to the methoda of hia political 
arithmetic. They led him to emphuize, in the earlier of hia two 
treatises on Ireland (PDlitieGl .t1llJlDm.1 qf 1"l4Nl, written about 
1671-73, publiahed IGgI), that money, in England just u in Ire
land, wu no more than a tenth part of the annual "expenae", 
or what to-day would be called the annual revenue of the country. 
From thil fact Petty drew two conclusiona, fintly, that a doubling 
of "cuh", by destroying half of the "wealth", wu obviously 
bad economy i 'secondly, that both must increase in the aame 
proportion. In thia diagnoaia only the lubatitution of wealth for 
"elCpenae" (income) II unwarranted~therwiae it II quite con
mtent. But at leut a few yean earlier (in Y'" SapinUi, written 
in 1665, though publiahed in the tame yearu the previous work) 
even Petty had mown a fairly ItrOng inclination to identify 
money and income. For among the various and manifold virtues 
of money, be naively includes the following: "It beautifies the 
whole, although more especially the particular pcnDIII that have 
it in plenty." Since Petty could not possihly have meant that 
tbeae fortunate beinga adomed their pcnDIII with gold or ailver 
cow like gypsies, he must obviously haw been thinking of their 
money income; but that did Dot prevart the argument &om being 
part of the diJcuaion on the quantity of money in the coUDlry. 
The majority of mercantiliatl, however, obacured the facta to a 
much larger extent. 

In evidence oftllia are the quotatiOlll &om Becher, given above. 
u abo Schr6tter'l conception of "capilal" i lOr what SchrOlter 
talled capital ,... in fact more in the nature of income. Becher 
manifeated the tame COIIfusion ill &DOther COIIDtJCtioo. In the 
latter part of hia lifetime be attacked alchemr-though be IliIl 
belie\~ in ita practicabilir,-ith the UJIIIDenl that DObody 
would make ahoea or bake bread any loacer if be were able to 
manufacture gold. A sood parallel may be mwn ill thia CQDIICCoo 

tion' to a later author. who ,... abo preoccupied with the 
economic fundamentala of lDCiety but had toIally dift'eaaat 
prattical attitude. I raer to NaDdeville, who. ill explaining 
1Ua faYOUrite notiOil that it ,... ~ to giw -tiuc people 
an opportunity lOr _ViDg. said. .. It -'d be euler ••• to 1M 
without money than without Poor.lbr who ~ do the work?"" 
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That even money would not provide anything for the poor man 
to live on if all people abstained from working was a consideration 
which he, just as much as Becher, overlooked. 

Of greater practical importance was the effect of this confusion, 
treated in Part II, on the principles of public finance, particu
larly with regard to the amount of money sufficient for the pay
ment of taxes. Discussions on the point usually set out from the 
idea that in drawing its revenues the crown distrained on a 
corresponding part of the quantity of money in the country. 
For this reason Clement Armstrong in the 1530'S believed that 
just as much precious metal must be imported from abroad as 
the king wished, to raise from the people. For the same reason 
Colbert in 1670 entered upon his lengthy disquisitions upon the 
relationship of the total amount of taxation to \he quantity bf 
money in circulation. And for the same reason; too, Davenant 
in 16g8 considered it necessary to impose less heavy taxation on 
outlying English counties, because money in his opinion was 
accumulating in London. It is not difficult to see how the per
petually impecunious governments during the period of mercan
tilism must have been led by such notions into directing bheir. 
policy to the gaining of as large as possible a store of the precious ' 
metals as a necessary condition for an increase in revenue; 
Colbert's endeavours in that direction have been noticed in the' 
second part. 

These views of the politicians had some reality. belllnd them,' 
more particularly because of the difficulty in some countries of 
collecting taxes in money instead of in kind. To the extent that 
this was the case, the problem belongs to the next chapter. '.. 

The conception is illustrated still further from a new and 
theoretically very instructive angle by the mercantilists' belief 
that whenever money changes hands it creates new income. 
Schretter was expressing a generally accepted mercantilist idea 
in particularly clear terms when he wrote: "The more a manu
facture causes money to pass from one hand to another (which 
we call exchange) the more useful it is to the country, for so many 
people does it maintain", or in another passage: "Through 
the exchange of money the sustenance of so many people is tpulti
plied." Schretter thus believed that, because every time money 
changed its owner it represented one income after another, it 
itself was what provided sustenance in proportion to the number of 
hands through which it passed. In this he expressed one aspect 
of the deep-rooted belief in the "utility of luxury" and the evil 
of thrift. Thrift, in fact, was regarded as the cause of unemploy-
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mcnt, and fot two l'USOoa: in the lint place, becauae real income 
wu believed to diminiah by the amount of moDe)' which did not 
enter into exchange, and IeCOndly, becaUie aaviDg _ believed 
to withdraw moaey from drcu1ation-thia latter point of view it 
DOt diJcuued here. It wu thua perfectly coDSiatent of Schr6ttcr 
to head hit Iixth chapter "H_ • Iri- ..u limiI /Us IItrift'~ 
In 16g5 the same argumen& _ put forward by Cary with eYeD 

greater clarity, if that were possible. He atated that if nuybody 
lpent more, all would obtain larg1:r incomell "and might then 
live more plentifully". There then &role, in hit opinioa. a "flux 
of wealth", "cauling variety of FIoIhiooa. which add Wmga 
to Men', InveDtiooa".1I 

What thit thOWI it what would natura1ly be expected, although 
if it not in general emphubed. The root of the customary mer
cantiliat oudook wu DOt grounded lpecifica1Iy in the identifica
tion of rncmcy and capital, but ...,.., iJa an entirely explicable, 
though no 'JCII fateful difficulty of d.iatiDguishing between JUDO 
and the cloud, between IDODC)' and what money rep_ted.' 

6. nm ACCUMULATION OF TIlMSUlU!. 

Apart From the many possibilitiea, treated above. of confusing 
'lnoney with what it repreleDted-4part, too, from ita limction 
u a meana of exchaDge, referred to iJa the DeItt chapt_ third 
re&IOIl for th~tereat taken iJa IDODC)' and the prer:ioua metaIa 
may be considered, aamcly their UIe • treuure in the literal 
_ of the word, a ltd oC highly priced, asi1y real'-d objects. 
l~pt Fimarily with an eye to exchangi:og them lOr iDdispemable 
conunoditia iJa lima or aUla. It might perbapa be expected that 

.. ~ty. I'lL ...... "w. ch. I.; V .... ,...... ch. 5 <&-. Wriaq. I 
.,. r •••• s).-a.door.1'o ' u t· Qa-. 1.8 (p. • .6).~ It-' 
Q (I 'M r.).-{....-.....) ..... Pauli 61. 6, ..... r ........ Doa. III "So 
, .... -<:JoIbort: _ above .,t-Da--. ~ I 5I't. 590 a,IS.-
S~'") ch. 6 I11III I, II&. II (a. .... sa. III. 11s).~.'" A:u9 .... 
.. " ~ ....... It III r .... _ ( ........ 16gs) I .... -It -W be 
~ .. lab .. ia IIaio __ ... cIiItiacIiaa -...--..-" 
IIIIII ............. ~ ................ ..- ......... ot 1!II9'Sso .. 
Ihio-'d lab __ .. .&dol, .... iI .... _......,. .. be~. 
£_ if ... npbnnt\._p- ...................... -.-__ ___ 
.. .........,cIiIIiaohioo" •• _ ........ ...,-W_.., ...... 
putel--w. ............... on. -..-.- .... aedit d · , je-..., .......... -u. ... wida ... _el ........... --ria .... ~_ 
.....,.paiMod-ia ... - ..... (U.-t); ........ ,' • ..., 
ia --w. ................... period cbrIr ........ _ I' . 
I: ............. -=-. 
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this idea was an important motive behind mercantilist monetary 
policy; but, broadly speaking, this was not the case. ' 

The chief importance of the accumulation of treasure would 
be its availability as war treasure in the hands of the state itself. 
It is tempting to .regard this as an important aspect of mercan
tilism when one remembers that even at the outbreak of the war 
in 1914, the German Empire had a war treasure in Spandau 
of at least 205 million marks, and that the large gold reserves of 
the French and Russian Central Banks were also regarded essen
tially as war treasure. Nevertheless, in actual fact, the connection 
between the policy of accumulating war treasure and mercantilism 
was very slender. It occurred particularly in Italy at the end of 

• the Middle Ages and at the beginning of the 16th century, and 
also in other countries that were economically progressive at 
that time. In the 1580's, Sixtus the Fifth accumulated a great 
war treasure in the Papal States, which was used up in the first 
year after his death. France under Henry IV and Sully, at the 
beginning, of the following century, also tended towards this 
policy . 
. In the heyday of mercantilism, however, no accumulation of 

treasure took place in the two leading countries, England and 
France. The countries in which it played a larger part stood 
outside the main stream of development; their methods of public 
finance were medieval rather than mercantilist. Among them 
were Sweden under Charles XI, towards the end of the 17th 
century, and more particularly Prussia under Frederick William I, 
in'the latter case not really until after the periOd under considera
tion here. Even where mercantilists did manifest an interest in 
war treasure for the state it may be seen from this that their 
activity led to no external results of any importance. 

But in point of fact their interest did not amount to much, 
if we consider the leading spirits of 17th-century mercantilism. 
It is true that the prophets of the arcana of statecraft during 
the Renaissance, like the schoolmen before them, regarded. a 
store of treasure in the hands of the prince as an indication of 
financial strength. The German political theorists of the 16th 
and early 17th centuries-Bornitz, Besold, Faust, Klock, Obrecht, 
and so on-devoted a major part of their interests to the idea of 
a "treasure chamber" (aerarium). But the majority of mercantilist 
writers were not thus preoccupied. 

Of the prominent men, only one gave serious consideration to 
the idea of a state treasure-and that was Mun. He devoted several 
smaIl chapters to ~he question in his second and most famous 
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book, in which he dwdt upon the c:vila that lay inltore for a prince 
who neglected hit duty on this point. In Mun's opinion ICVCIl 

hundred thoUlind pounds lterliDg ought to be let aside annually' 
"to make the Kingdom exceediDgly rich and powerful in mort 
time". But in almost fNery other cue, those writers who were at 
all in favour of the idea either hesitated or had lome particular 
reuon, founded in their general theory, for recommending it., 
An instance of the lint type can be found in a French author' 
of the early 17th century, Scipion de Gramont, though he W&I 

apparently very little known at the time and not remarkably 
mercantilist in hit outlook. When discuuing (in u tIntWr rt!1tJl, 
1610) the problem of how gold and ailver happened to clUappear, 
he came upon the accumulation of trcuure and aaid, on the one 
hand, that the laying up of trcuure by Princes "marvellously 
impoverishes a kingdom", but expressed himself, on the other 
hand, in favour of the accumulation of a French state trcuurc. 
Much more important, and still more characteristic, 11 the atti
tude of Petty. Hit whole treatment of the subject staned from the 
idea to which he adhered faithfully throughout, that a country 
might have too much &I well &I too little money. To dispose of 
an exCCII he then, in hit lint work, the TI'NIiII tf T.., (1661), 
hit upon the IOlution that it could be stowed a_y in a state 
lrc&iure. Thit in itself' 11 enougb to mow the IOrt of interelt he" 
dc:wted to the creation of a trcuure chamber. But it 11 still 
more characteriltic that in hiI later boob, the Politit:lll ..u.t-.1 
tf IrtI4M (1671-78) and Q/raIII'-fW --u., M~ (l68a), 
he had found a dilfercnt _y of disposiDg-ofthe IlUl'plus, by having 
the heaviest coins mdted into plate or gold and ailver w:saelL 
Like 10 much ~ in the mercantillit propouJs, the accumulation 
oftre&lure __ used bere limply &I a dr:vice in the sa-aJ theorcti
calacheme wbich the men:antilistllovcd 10 fondly. 

Then came those writers who wen &ankJy opJ*cd to the idea 
of a lIale treasure. Among these the AIIItriant, HOmigt and 
Schr6lter. dealt emphatically with the question. panty in a purely 
Dqative _yo Schr6Iter. for instance., employed the usua1 _ 
cantilist &fRUIIleDli in drawiDc a lurid picture or bow the Qn:u.. 
lation in th~ country would be robbed or all ill IIIOII£Y througb • 
p.oatly incre&I\na state treasure-which Itrict.ly speakiag II • 
com:ct asertic, if one c:ould prlSUJIIMM that the fall in prices 
thUi Ott.w-d would IlOt have l'qIeI'Cussioaa OIl tbC intcrnatiOllal 
mo_ml or precious ~. but or this __ in Chapter IV. 
Thill Scbr6lter. too, drew • pafectIy logical parallel ~ the 
accumulation or '- by the -..erica aad the export 
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surplus of precious metals, which, to him, was indeed the worst 
possible thing which he could think of. Davenant explained the 

'extreme poverty of many Eastern nations-who were believed 
to have more gold and silver than any other countries in the world 
-by the fact that treasure "is suffered to stagnate in the Princes' 
Coffers". As a general conclusion, it is legitimate to say that the 
idea of a state-accumulated treasure was almost without signifi
cance for mercantilism as a monetary system. 

The explanation is not far to seek. It is to be found in their 
preoccupation with the circulation-to express it in terms of the 
conscious motives of mercantilists. It is simply because Mun was 
less interested in the circulation than were other mercantilist 
writers that he was exceptional in his attitude towards the 
problem of the accumulation of treasure. Nevertheless, even he 
was concerned that the prince's store of precious metal should 
not exceed the total imported from abroad, in other words, that 
it should not be withdrawn from the amount in circulation. 
To complete the picture, moreover, other state revenues in the 
form of outlays for purchasing the country's goods were to be 
replaced into circulation among the people. In Schrotter, this 
was the principal consideration. The prince's duty to set bounds 
to his thrift was based precisely on this reason. He ought not to 
"encroach on the country's capital and put some of it into his 
treasury". An explanation in terms of less superficial and less 
conscious motives is probably to be found in the fact that the 
educated strata of Western society in the 17th century had com
pletely outgrown the idea that it was necessary to brood, dragon
like, over one's treasure. The ideal of the age was life and move
ment, trade and navigation. The precious metals should be a 
product of this activity, which they should at the same time 
promote. Hoarding of treasure had no place in such an outlook. 
If the. mercantilists described the precious metals on countless 
occasions as "the sinews of war", if Hobbes in 1651 said of them 
that they were a device of the states for stretching out their arms 
into foreign countries, it was not an accumulated treasure that 
they had in mind, although one might well be inclined to suppose so. 

If hoarding by the state was considered, at best, a doubtful hoon, 
and often a great danger, it goes without saying that private 
hoarding was .to be shunned like the pest. It was one of 
the tendencies against which innumerable mercantilist writers 
thundered, and I do not think it would be possible to find a 
single dissentient voice. 

The precious metals must not, however, be viewed merely 
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a treaure In the holding of the ltate; we mlllt aIao uk whether 
they were looked upon a _. limilar to the gold 01' cub 
_ of the hanb, aad apecially of the central banks. The 
popular vlewa on the question. which often rule opinion, are even 
DOW far from dear; but they are related to reality to the extent 
that the _ are regarded a a 1Oura: of payment fOl' a 
ludden, unexpected dcmand for importa, auc:h a might be caUled 
by a bad harvest, and 10 on. In tbiI context, it II irrelevant that 
modern _ do not conaiJt of gold alone but may aIao lnc:1ude 
depoaill abroad. which Indeed are a result of economic develop
menta aince the age of mercantiliam. With tbilin mind, we may 
raise the question of the degree to whic:h corresponding co ... 
aideratioDl exerted an lnBueace on mercanti1iam a a monetary 
Iyltem. 

It II highly characteriatic that aIIDDIt the only complete ~ 
aion of thia argument under mercantiliam belODl!l to 10 early a 
period a the middle of the 16th taltury. It II to be found In the 
Di-. ,,1Iw c- W .. ucribed Ia Hales. A margiaaI c0m-

mentary lummarizea hit viewa in : "A prince ought to have ~ 
treuure, or elae hiI IUbjecta, against all eventa", aad the . 
(with c:ertaia omiaaioaa) proc:eeda: "For if we mould have 
01' dearth. a we have had. and mould need either artill 
(munitiODl) or other aid of Itranga'I, it II DOt the coin we ha 
DOW could provide UI that. And 10 likewile. if we mould have 
great Il'arcity of corn within the lalla. . • . Theil our c0m
modities were not able In a DOtable ICUcity to cooterva1ue 
It, lithe DOW in pleDteoUI ymn It doth hrinI in hut Il'aDt enough 
of thinp necesary. TbeD if both war and dearth ahould come 
kJSether. a it hath ere this, how mould we dol Surely we mould 
be in a very hard cue. and much in danger ofltl'alllel'L OIl the 
other aide, if there were lOme aton: of treaaures within the lleaJm. 
though there mould happeD both wan and dearth, J'd we ahould 
be able to abide them lOr a year or ij 01' iii; lOr I had • lid' 
a thouaand mea bad in a dear year £100,000 UIIOIII them ia 
sood coin u a thouaaacl hanJa full ofcon warth a pouad a piece; 
lOr the -,. Would fI:tcIa u much con • all the hanJa-W 
come to. And -,.. II • It were. altoftboule of any ~ty 
J'OII would have.· 

In the 17th c:eDtury such coaIidera~ '--tver ud rarer, 
and with ODe Impanant exceptioa. Petty. ecarteIy uy out:staDdiac 
mercantilist advaDcel them. The arsua-t Petty DCveI' tin:d of 
ftPe&tina - that ordiaary &ooda went WGlth oaIy ". .. ., 
-. c:irnuDltribed • thef were b the u- ud epar:e ia whida 
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they were to be found. Money, on the other hand, was "universal 
wealth". From this point of view, Petty arrived at the common 
mercantilist conclusion that such industries as filled the country 
with gold, silver and jewels were more useful than all others. 
For him to reach this result in any other way would have been 
no easy matter, holding strongly as he did to the opinion that a 
country might even have too much money. But Petty's attitude 
to reserves in this case, too, gave the whole argument the semblance 
of a theoretical construction-of a necessary consequence of hiS 
general tenets. The life-like presentation of the idea to be found 
in Hales a century earlier is altogether wanting in Petty, and as 
he is almost alone among his contemporaries in even mentioning 
it, we may therefore infer that the need for reserves was of little 
practical import to him and his time. 

A third possibility of using the precious metals, working them 
up into gold and silver articles, employing them in jewellery, 
gold and silver work, and so on, must now be considered; all of 
which is rather inappropriately described in modem discussions 
on money as "industrial uses". Mercantilists naturally did not 
show any particular sympathy towards these industrial uses, but 
quite the reverse. During the discussions in England on the 
asserted "scarcity of money", after the failures of the new Merchant 
Adventurers Company under James I (1620-23), the House of 
Commons vented the full measure of its rage on precisely those 
who had presumably brought on the scarcity by excessive use of 

.silver plate. It was said that even "gentlefolk of ordinary fashion" 
had begun to use these articles. In the subjection of the production 
of gold and silver thread to a monopoly, the "dearth of money 
and coin" also played a principal part, at least officially. It is 
significant that so eager an advocate of the thesis of the utility of 
luxury as Fortrey (England's Interest and Improuement, 1663) made 
an exception with regard to commodities containing much gold 
and silver or silk, "whereby the public treasure is wasted and lost". 
Similarly, the same intention was behind Colbert's measures 
(1665) against the melting down of coins into silver plate. The 
overwhelming desire for an import surplus of Jlrecious metals 
was thus obviously not occasioned by a desire for silver vessels, 
silver and gold thread, and such like. Even Petty's suggestion 
of converting IIIIlIley into silver plate was caused by the idea that 
the country had too much money, as has already been shown.lI 

11 War treasure: Ehrenberg, <~ _ Fuu" I 15; my book EJr-m odJ 
historUJ 105 If.; on the Papal state: Ranke, DW ,imisdrm PiiJnI< ill tim kI$II 
oUr Jahrhuntkrtlti, 8th ed., I 302-6, II 134> 149; on Franee: (Y. de Forbon-
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The upshot of this d.i.lcuui.on ill that, in ltudying the question 
of why the mercaJltiliati were 10 preoccupied with the precious 
metab outside the actual mechaDiam of exchuge, it ill hard to find 
any dOle liDb WIth reality. It ill true that inone way 01' another 
they undoubtedly regarded money in circulation as a kind of 
reserve, with which wan were paid for and other unforeseen eventl 
met. Only in thil way can one undentand their interest in the 
precioUi metab as the "ainCWI ofwar", and at the tame time their 
indifference towarda the accumulation of treasun:. But no analysia 
of .uch a connection it to be found anywhere in contemporary 
literature, and there was Iikewiae little interest mown in the 
practical use of the precioUi metals, i.e. with regard to their 
fiDa1 export. Had the mercaJltiliati been faced by the same 
aituation as confronted the belligerent continental Itates in 
1914> it it certain that they, too, would have prevented the a
pOI't of the precioUi metals, that is, if they had thought it at an 
feasible. 

But what ill theoretically the mOlt important part or mercan
tiliam as a monetary ayatem .till remaina to be investigated, 
namely the function of the precious metals, and of money in 
general, !IIi"" the mechanism or exchange; and it ia atillieft an 
open question whether that part or the ayatem was not connected 
with ecooom:ic facti. To this beloaga, too, the treatment or the 
foreign exchanges. that ia the inter-relationahip or the monetary 
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systems of different countries. In the sphere of the foreign 
exchanges, however, there is also a point of contact, though a 
very unimportant one, with the series of problems dealt with 
above, with the use of the precious metals in emergencies for 
payments ~)Utside the country. 



"III 

JrnE MECHANISM OF EXCHANGE 

I. THE IMPORTANCE OF CIRCULATION. NA'MIR.u. AND MONEY 
ECONOMY --::-T,' . 

"Gold and lilver, once they are in the country, whether'orDative 
origin or whether brought from abroad by induatry, Is in no man
ner of waY' to be taken out again, be it for what it will and be 
there u much u pouible, nor mould it be buried in cheall. and 
coffen, but IIlWd)lf ,. ,."...;. ill cimdtlliorl; Deither should it pall 
much into luch manufacture where it it immediately deatroyecl 
and not brought back into uae. For in IUch a cue it it impouib~ 
that a country, once provided with • conaiderable ready moneY 
(Banchaft), leut of all if it does poac:a gold and lilver minea of 
ita own, Ihould become poor; indeed, u regarcIs the latter, impol
oble that it mould not continually wu in walth and property." 

Thil "fourth rule" (1684) of von HOrnigk providea a con
centrated expreaion of tho practical monetary programme of 
mercantiliam, with the circulation upect (my italic:a) at the heart 
of the whole conception. Ono cannot pouibly cwerrate the 
importance of t1ae circulation of money in the ideology fI the 
mercantililtl; it would be euy to fill many pagel with illUitratiODl 
of tho point. It may be auflicient. however, mady to give lOme 

particularly typical quotatiOlll. 
The comparilon of money with blood _ current even long 

beIUft the circulation of blood _ diacovered and before Hobbes 
(1651) had made the comparilon popu1ar.lt occurred in the 16th 
century; thereafter MaI~ fur iDItance, with lUI traditioDal 
nature aymbolism, compared mooey with the ~, which he 
localiftd in the blood: "For if Money be wanting, .. he obIcned. 

j"Traffic doth dccreue, although commoditiea be abwKlant and 
good cheap." In one of hil IiunouI -Y' (''Of SeditiODl and 
Troublea", written 160t-lt, published 1625), BKoa made .. 
of another and lea podic: aimiIe: "Money illike Muck. DOt sood 
extq>l it be apread." By mooey he .-at here chidIy capital. 
which oupt DOt to &caImulate ill the handa 01. few people. 
but of coune made 80 distiactioa ~ thiI and the _ 0( 

payment. A practkal appIicatioa 01 thiI view, which Bacoa 
would praumably DOt haft aanctioDed. iI to be fOund ill the 
augestioa 01 • IftDc.h iIltaMlaat • caatury lata- (1'109). He 
recommeDdcd that JOWl be liawurecl. piDc .. hiI __ that 
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"since they possess neither [bought] offices, estates, houses or 
state bonds, it must necessarily happen that their money circulates 
in trade." 

In a host of other observations, there was more direct reference 
to the means of payment. In the normal way, the discussion was 
dominated by the idea that money was inadequate for the 
number of transactions which had to be carried out, and that 
consequently unemployment and money scarcity resulted. Pam
phlets of the Britannia Langums ( 1680) type were, of course, particu
larly full of complaints of this kind, but they were also to be 
found in pamphlets and essays of a superior kind. In an English 
instruction to a commission of trade of 1626, it was stated, for 
example, with regard to the import of money that it was "the 
principle thing whereof our kingdoms need", "for the ready 
balancing of commodities in Commerce between man and 
man". Petty, in 1662, emphasized that it would be a pity to have 
too small a quantity of money, for "the mischief thereof would 
be the doing ofless work, which is the same as lessening the people, 
or their Art or Industry; for a hundred pound passing a hundred 
hands for Wages, causes a 10,000 pounds worth of Commodities 
to be produced, which hands would have been idle and useless, 
had there not been this continual motive to their employment". 
Many others after him were of the same mind, particularly John 
Law, who in this respect made history. Finally the notion was 
given its most balanced expression in one of the many attempts 
of Davenant to define the national wealth: "Numbers of Men, 
Industry, advantageous Situation, good Ports, Skill in Maritime 
Affairs, with a good annual Income from the Earth", he observed, 
"are true and lasting Riches to a Country; But to put a Value 
upon all this, and to put Life and Motion to the whole, there must 

.. be a quick Stock running among 1M people; and always where that 
Stock increases, the Nation grows Strong and Powerful" (1698).1 

It is now our task to discover the motives behind this eager 
desire for money for purposes of circulation. 

1 Hornigk, OulerTeich fiber .Alles ch. 9 (Regensb. ed. 1723, 30). Hobbes, 
l.eoUzJJum 179 C.-(Regarding the compariJon oC money with the blood, lICe 

also, e.g., Harsin, Doetrinu monII. e/ fin. en Fr ___ above, Part S, ch. 4> note 
12-18, 54 and note 2).-Baoon, Essqs, ed. Wright, 6o.-MaIynes, La Mn_ 
laria Part 2, Introduction (1St ed. 253).-lntendant Saint-Contest to the 
contrtlleur general (pr. Comsp. d. <mrIr. gin., ed. Boulisle, III, No. 539 note).
Britanni4/Angr1ms Sect. 13 (lIt ed. 224--30).-lnstruction oC 1626: pro Cunning
ham II' App. C, 9OS.-Petty, Treans. 'If T fIJtU ch. 3 (Econ. Writinga I 36).
Law, Considbatimu (see above,note 6 in ch. 2), ch. 2, 17 C., 23 C., e/ PtJssim.
Dav.nant, Dis_SIS (ICC above, note 5 in ch. I) II 170; myitalica. 
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In thiI connection, the fact that a greater d.ifFu.sion of exchange 
(both between countriea, by meaua of foreign trade, u well u 
within countriea by meaua of the greater differentiation of pro
duction) meant a larger employment of meaua of exchange in 
general may have played a part. To my knowledge thiI argument 
never wu brought forward, but uncolllCiously it may poaibly 
have contributed. 

Next. It II conceivable to find an explanation not in an exten
lion of trade u luch, but in an extenlion of that part of trade 
that made Ule of the definite kind ofpayment or meaua of exchange 
called money, i.e. that there emued a quickening of the transition 
from natural to money economy. Thia hu long been regarded u 
the chief explanation for the men:antiliatl' endeavoun to increue 
the quantity of money in circulation, and &om the theoretical 
point of view It II obviously a welcome interpretation. For to the 
extent that the increued quantity of money requin:d wu meant 
to correspond to a larger number of traasactiona qainst money, 
the transition to a more intensified money economy would be 
made poaible without any undeairable fall in priceR, and invene1y, 
an increue in the quantity of money wu poaible without railing 
priCeR. The laDle applied obviously to the explanation given in 
the previoUi paragraph, the increued number of traasactiona in 
general. But although the theory II thua arranged in ita mORt 
attractive form, it ia rather more difIicult to apply it to the pre
vaiIina facti. The transition to a money economy never happena 
at once and cannot be nailed down to any definite period at all. 
From the time when money came to be used at all to the present 
day, money economy and natunl _y have exiated lide 
byaide. 

III the mOlt advaoced European COIIIlU'iea, hOweva', Germany, • 
France and England. the moat important part of the change 
appears to have taken pJ.c.e in the Ianer part of the YiddJe ApI. 
For inatuace. barter ia IpOkal of in the ~ ., '" C
WMl (IM9) u IOIDdhiar prehistoric:. and refCroaIcc ia made 
to Homer. Much of the transitioa to a IDODef ecoaomy _ 
thID considerably older than men:antiIiam" in the _ of • 
deliberate imiIteoce upaIl increued cimIlalioa. though IDODI:Y 
-y paved the _y b IDCI'CUIliIiuIl u al)'StaD of~ 
u Iho_ in Part III. Thia • -.h to IbDw that the tnnIitioll 
to money economy doeR DOt prcMde • major IIIObve b the 
desire to ma- the me&III of circu1atiaa. The fId trr.t the 
aeed, in any c-. _ only Itldcxa -'oo.aly felt _y be _ 
in the fact that the iclca pia,.. • very lUbordinate part ia 
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mercantilist literature and in mercantilist official state documents. 
At the most, one may perceive in this desire a "cunning of reason", 
serving ends which were hidden to the persons concerned. 

Still, this motive was not entirely lacking, even in definite 
utterances. I refer primarily, in this connection, to the sphere 
of public finance. The princes were anxious to collect their 
taxes in money since they had to pay their debts in money, too; 
but it was difficult for the peasants to pay in money. The desire 
of Colbert and other mercantilist statesmen for a quantity of 
money which would facilitate the payment of taxes in money 
could, with some good will, be interpreted as though it were 
influenced implicitly by such considerations. But apart from this, 
there are convincing utterances in the same direction in at least 
one leading mercantilist, namely Becher. 

Becher's views, in all his writings, revolved round the "turning 
into cash" (Versilbern) of the income of the inhabitants, to use· 
a favourite expression of his own. This expression meant, partly, 
that sales in general were made easier, but partly, too, that taxes 
were raised in money. As in other connections, Becher's loyal 
writings were here distinguished from his revolutionary really 
only in their aims, not in the underlying theoretical construction. 
In his.orthodox Politische DisCUf's (1668), he directed his criticism 
against the fact that the farmer was not enabled to "tum into 
cash" the little that he had, so that he could pay his burdensome 
taxes in money. Here these were taken for granted, and Becher's 
. practical proposal was intended to facilitate their payment as 
well as money payments in general, by "a· universal magazine and 
storehouse" in which the sales were to take place. In his revolu
tionary Psychosophia (1678), on the other hand, he attacked tIxe 
heavy burden of monetary taxation and the lack of inclination 
on the part of great lords to accept payments in kind. And he 
gave this as the chief reason for abolishing the tyranny of money 
in general. The importance offacilitating the "turning into cash" 
made even tIxe communist in Becher dubious witIx regard to his 
own statement that work, which brought something useful to 
one's fellow-men, was preferable to alchemy, because he came 
to think of what could be done witIx gold. "It would tum out 
differently, if one were to estimate so highly the turnover and 
the turning into cash which is saved in tIxe making of gold, for 
gold is immediately money." 

It is therefore probable that the difficulty of money payments 
made itself strongly felt in Becher's world. Peculiarly enough, 
there is a witness to tIxis of roughly tIxe same period in Petty, 
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although he belonged to an almost entirely different sphere, 
when he .tated in his lil'lt book (16611) lithe paying ia kind ••• 
would Iellen a considerable grievance to the poor people". 
Petty had just returned fi'om nearly even yeara in Ireland when 
he wrote thi.; it is very likely, therefote, that what he had in 
mind were Iriah rather than English conditions. But various 
utterances point to the tact that lome link did exist between 
mercantililm u a monetary system and the difficulties of the 
transition to a money economy, although it was apparently only 
very slender. I • 

It is certain that this is partly due to the fact that the link 
even in the prevailing economic conditions wu different from 
what could be constructed theoretically. For the construction 
to have been hued on the actual conditions or the mercantillit 
period, the increue in the quantity of money would have had to 
be lufficient precisely for a diffusion of the money economy 
without any increue in prices. But the influx of precious metals 
from the new world effected a great increue in the prices of moat 
European countries, at the latest fi'om the IetOnd half of the 
16th century onwards. It II thus putting the cart before the hone 
to .. y that the development of money economy in the 16th cen
tury would have made it neceuary to increue the quantity of 
money. On the cOntrary, a much greater development of money 
economy would have been neceuary than actually took p~ if, 
having regard to the available quantity of money, an increue 
in prices wu to have been prevented. CoaditiGDI changed in the 
17th century and prices became relatively liable for the lint 
time, and towards the end of' the century a unaIl faD in prica 
was presumably widespread. If at that time natural economy 
went back further, the aituaw. may pc.ibly have contributed 
to such observations u thoee of Becher aDd htty. But fur this 
very reuon, the explanation hu a very limited aig1IificaDce. 
becalDe, u remarked above. the fundamenWi of' merc:anliliIt 
doctrine -.. the Arne before. during, aDd after the great rile 
in prica. 

'v L SCAIlC'1TY OF MONEY 

Apart from the need fur IIIODq' to ensure a transition to IDOIIq' 
economy without a resultant faD in prices, there _ alUfficieacy 
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of other phenomena which found expression in the form of a 
scarciry of money. 

Many of the phenomena characterized as a money scarcity 
were far too .vague, so that one cannot discem what reality if 
any there was in them. Far example it was stated, time and again, 
that the strength of a country did not lie in armies and fleets, 
for these could make no move without money, which made the 
wheels go round. Such observations were at the most the result 
of observing that the state had to control the means for the 

. provision of troops and the equipment of ships, without consider
ing to what extent there arose thereoy a.need for money. A whole 
host of other phenomena characterized as-need for money may 
be regarded as dealt with already, because in fact it was not 
money but capital that the writers had in mind; they can there
fore be left entirely out of consideration here. An example of these 
is the constantly recurring case in which money scarcity was 
given as a cause of the high rate of interest. 

The supply of capital in the form of credits could, however, 
exercise great repercussions on the monetary system in the true 
sense of the term, i.e. on the quantity and application of the means 
of payment, for the credits served as a means of payment or, if 
you will, determined the velocity <If circulation or effectiveness 
of the current means of payment. This is by ho means merely 
a modem phenomenon. During upheavals in economic life, in 
times of crises or panic, a sudden lack of confidence" resulted in 
fewer credits, and thus led to difficulties which can be termed 
acute scarcity of money. In modem .times Walter Bagehot, 
with his happy combination of practical experience and theoreti
cal insight, has given what is perhaps the best description of these 
phenomena. He pointed out, moreover, that the only remedy 
once a crisis had set in was to grant unlimited credit, on sufficiently 
strict conditions, to all sound creditors, i.e. incidentally, to 
abolish eventually the restrictions on the quantity of means of 
payment. "A panic," he said, "is a species of neuralgia, and 
according to the rules of science you must not starve.it" (1873). 
And in fact such upheavals and crises as took place in the period 
that followed this utterance, down to the outbreak of the Great· 
War in 1914, were treated in this way. In the mercantilist ReriO<!. -" 
especially in the 11th century, with its highly speculative trade 
and its unstable credit relations, there were sufficient of such 
crises in economic life, and so far it was only natUral that com
plaints were heard regarding scarcity of money. It is by no means 
remarkable that this feeling of a lack of means of payment gave 
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riae to • fear regarding the inadequacy of the Itock of preciOUI 
metaIJ or metallic coiDa in • period when paper money and 
bank-nots were common in very few countriea. To thia extent 
theoris were not far removed from the facti. But as regards 
the ana1yail of the caUiel of the actuu ~tate of afJ'ain thia waa 
not 10. 

The beat inatance to my knowledge of. typically mercantiliJt 
diac:uuion or • Itate of afJ'aiJ'I of thia kind is the dehats in the, 
English -Houae of CommoDi coilcemiug the acarcity of money. 
which occurred ill 111111. whe»". IIOriOUI depreaaion had let in' 
particularl, in the c1oth..exJ\ort. The conditioDi were described 
very clearly by one of the molt influential mem~ of parliament, 
Sir Edwill SandY'. He Itated that the farmer and the artificer 
had to IUWer a1molt everywhere, that looma Were ltanding idle 
for want or money in the country. and that pcasanta were forced 
to repudiate their contracta, "not (thanka be to God) for want or 
fruita of the earth. but for want or 1IlOIIe)'''. The aituation led to 
detailed enquiris into where the money could have got to, the 
want ofwhlch wu felt 10 bitterly. NumeroUi attacks were directed 
against all penona who were auppoled to have contributed either 
to an export (export aurplUl) ofpreciOUI metaII. or to their_po 
pearanceon account or correIponding activitis within the country 
-the latter haa "already been touched upon in the previOUI 
chapter. 

Still another factor contributed to the actual ecarcity of money •. 
namely the upheavala or the IIlOIldUy 1yIteDa. It had aI_ya 
bee4 difficult to diacover the ript amount of tokea coins to be 
eirculated .and created. and at timea thia reau1ted (II. an acute 
mortage of auch coinI. Moreover. bimdam'm drove lOIDdi_ 
sold and eometims ailver coins out of the country. It it pc.ible 
that the last named factor abo contributed to the EagIiah criIia 
of 16ao/1 •• Finally, we must add the aImoa iDauperable clifIi.. 
cultis arisiar out of the clippiar and deterioration of the coins 
and the provision of __ of JI&JIDeDl fOr COIIUDCtte duriar 
coinage changeI. It it obvioua that all thia must have givea rile 
to ~hiar d*-,_ But it it remarbble that really only ia 
the early period were they COIIIlCiCted with • claim fOr _ ma
la pndoua metala, and ewa thcIi tIHIf were 6equc:ntly led to 
• demand lOr coinage depreciation or to other meaaurea rqard.iar 
coinage policy, rather thaD to real mercaatilist propcaIL 

OIl the whole. it is • eoun:e ofsurpn.e that the ecarcity of..-y 
in the _teriaI __ played 10 ...n • part ia the priDcipal 
IIleI'CUtiIiat doCtriML Mora. who iadc:eIl __ of the c:¥ 
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exponents of these doctrines, published his pamphlet on the tast 
Indian trade simultaneously with the above-mentioned delibera
tions of 162 I concerning the scarcity of money, and his reaction 
to them wai to throw cold water on the whole idea. "Concerning 
the Evil or want of Silver," he said, "I think it hath been, and iI. 
a general disease of all Nations, and so will continue, until the 
end of the world; for poor and rich complain, theY'never have' 
enough .... Well, I hope it is but imagiI\iltioD. m!lketh uS sick, 
when all our hearts be sound and strong." It is true that Mun 
evidently wrote this passage with the direct intention of defending 
the East India Company against the charge that it had, call$ed . 
damage by its export of precious metal ; and the same may" be 
said to apply to Child when he expressed himself' a half-century 
later in an equally superior mann'er in the matte. of the sC!lrcity , 
9f money. But if -tonnectoo with:~ ~Il> fact thaf mercantilist 
literature rarely referred to concrete events of the abo.ve kind 
when putting forward claims for an increased ciu:itIatio~, the 
utterances of Mun,and, Child, both protagonists of the lIl8fcan
tilist doctrines, together with what has been said ahove;' indicate" ' 
that these events played' no essential motivating part iIi lIlercaD.~ 
tiIispl as a monetary system, though th.eir influence' 'Was not • 
altogether absent. a ", ,,' ' 

3. THE QUANTITY THEo"RY.· RISING PRICES' 
• . .. '. ! ' ...... ,' ~ 

The most important explanatioo of the desire of th,' metcantiiist 
to increase the quantity of money in~circUIatiott must Pc, 'Sought
elsewhere. Apart from the more or less instinctive .motives, thrd 
trains of thObght may.be distinguished ~hich lead to tlie Ultimate. 
goal of the mercantilists: fiEst, Qn ideil.tificatioii .of t~ quantity 
'of money in fi"rculation with money inCome; secondly" an Uiterest 
ip. rising prices, an<! thirdly, preoccupation' with, -the· prices '~f 
other countries, i.e. with":internatirinal 'exchange: tel~tion:;hips. 
Of these t}lree points of view"the firSt hai already' beeri -treat~ 
in the .immediately preceding ~apler; .and it, only ~r~mains_ t!7 
deal with two others, prImarily with rising~ prices,:;' . '.. :' 

Before jnvestigating whether the mercantilists', desire-Ii> incr.eas~ 
,.l~ ... ~~ '* "", ... ~ ~ ..... , .. 

'1 W. Bageho!, Lumbard SlTulJ esp..-cll.:,a: 7 (rep" in Worb ~ Life: ed.~. 
Barrington, Lond. ;915, VI 41).-{)n tM' English Mcrises" of the .. 6th ami 
17th centuries esp.Scott, JoinI SI«A: CmnpaniM1H71!D 1.-Debolu'qfJ621 pro in 
Parliammlmy Hislflry I 1188 f., 1194"ij8(Sandyo' s!ateme.:.f tl9f); if. BI\
Suviranta, Th6 Tn-yqftJr.BaJanuqfTltlIiIltt En&/4rri(Helainpn 19'13,)9:3.
Mun. Disco" .... 45.-Child (note 5 in eh. r) Preface (unpag.). l6?-Cr. Adam. 
S~th, Wt<JIth 'II Nations, Bk. 4 eh. I (ed. Cannan I 404),-sce ~ "+ 
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the' q~antity ~f money WU linked to th .. relat.ionship between 
thia quantity and price development, we mUit uk whether they 
AW any CODDeCtiolL at all between"the quantity of money and 
·the price level. There it no doubt that they did. The quantity 
theory in itt primitive fonn-i.e. pricel determined by demand 
for good. pn·tl'le plrt of the holden of moncy-ia eo aimple an 

-idea thaUt cJtcurred at a_very early date. the Roman juriat 
PaulUl anel Jater CopemiCUI are among the many who have been 

, named .. ill o,iginatoll. No more than the ltatelmen were the 
mercantili.t authoR in doubt u to the CODDeCtiOn, even though, 
of coune, they dId not quite lee iu generailigniJicance nor recog- • 
nize ill impJicatiODL ., . . 

Even u earl)"'u the Saxon coinage CODUOveny around 1530, 
-the opponenll el depniciation pbt forward argumenll ~ 
of \lie qUllllu1y theory. Tht7 reNted' the uscrtion that a leW" 
of 1IlQM1 COllld ~ aimultaDeoualy with an increue in the price 
of aU other chingI (1530). They made, in fact, the drastic obler
v.tion; ~'Ifdlen:'were no money in the country. gooda would have 
to be .eheap, for he..who hal' no money te1dom buY' dear. And if 
there were no mOllIfY in the country, nobody would aeek to btve 
gooda .... ·At a later date, after ~ middle of the 16th ~, 
Bodin~ In Iii, famOUI polemic with Maleatroit concemi.ng 
the C&UIeI of the ~ rile in pricel. He aaCrted "the chiefeIt and 
almOlf able {calllC] ,mch 110 one hal yet toudled upon it the 
.u~ -or auld aoel Iilver'l t 1568). )Ie IOOD bad an Engliah 
IUc:cesIIOf (lsll}-in the edisor of the thea thirty-,ar-old ~ 
-.,"" ~ Wldl. .. '. , 

lathe '.7t& century, 'thia outlook appeara to r.ve buomc 
, univenaL tJalytts,..tor eJUIIpl, mcnliom:d u the lint charac
teristlcoC ~ the ~ thM.a plmlilUllUpplf of it makeI 
. every\hillg dtIar, .and. _the 9ther hlll4, a IC&Icity of it briDp 
about. fiill in '" prices. If all ~ bad rUen. that in hia opiuioa 

~ __ due..IO'the"OctfnI of Moftiea" which bad ~ from the 
Weal Jndieaphia ,"causc:,d ~ -,to be made '-',whereby 
th, number did.mcteue-to make up. tale" (.4 T...u. fl. 
c-. " ~(c...- W-" 1801.1.4 ~ 16ft). 
~ II DO l\ecd \0 proloar.the 1iIt of iJIItanceI, ani _ ma,. 
tPtereIbre pus 0. d~ to the !at cI-te of the century • 
• Stanlng- ~the axioIIl that aUpply ad deDl&Dd determioe 
price. I.o.: •. a,..lc.d tIl.-ernJm the value of moDe)' _ ~ 
~ I!Ole1y.bp'" q-.u'ty,.k:auR the demand for it ia ~ 
He"dftow ~ the __ ooadusioIa .. ia draWil to-day ia 
the -\;irII \hat OIR"pamy lfOUld IUIIice to carry OIl the ~ .. ~. 
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the world, when he stated,' for example, .. Any quantity of that 
Money (if it were but so much that everybody might have some) 
would se'rve to drive any proportion of Trade, whether more or 
less, there being Counters enough to reckon by" (S_ Consitlera
nons oftlu Consequences of the Lowering of Interest, 1691).' 

It would therefore have been remarkable if mercantilists had 

\ 

not recognized the connection betwj:en the increase in the quan
tity of money, which they desired to brJng about, and the nse in 
the price of goods. . ... 

This, of course,.,i,s. 'hot to' say that they had necessarily an 
accurate general conception of the factors deteI'lnining the "alue 
of money. In.~ respect tbe mercantilists displayed considerable 
uncertainty and a lack of agreement among themselves. As a 
rule, they.,uverlooked the siwficanrr oftbe "elgei~ of eirelilatien. , 
Oct:.asionaify, the identification of money and income, as described 
in the previous chapter, led to the belief that every piece of money 
represented an equally large income, thus making national rev
enue and quantity.of money synonymous terms.& Other writers, 
and Petty in particular, were however perfectly clear in their 

~
'nds as to the uni}Ilportance of the quantity of money compared 
ith income and property. But while in this case Petty's political 

a ithmetic came to his assistance:, in another way it led him 
St'dlyastray. It led him, in fact, to the notion expressed in the 
q otation given above (218), that a fixed quantity of money 
w necessary to give employment to the whole population. 
Here was an error which must be regarded as typical of a purely 
statistical approach without a sufficient background of economic 
theory. The result was the same wherever the need for eurrency 
was conceived quantitatively. This point of view obyiously really 
meant that the implications of the quantity theory were overlooked; 
for if not, it would have been noticed that a smaller quantity of 
money necessarily led to a lower level of prices all round, and 
~ot to a complete shortage of money in one part of trade and 
unaltered prices in all the rest. But on the other hand, a remark 
such as Locke'S, for instance, shows that' some mercantilists 

• Dr'; FlMgschriftm (note 2 in ch. I) gg.-BodiP, DisCf1U1'S (note 2 in ch. 2) 
unpag.-DisCf1U1'SI oflN CtmImOfI WulI87.-Malynes, CanA:Ir (repr. 'Trulm &rm. 
Docs. III 387); Let /J.,Ulluri4 Part 2 Introduction (m ed. 253 f,}.-Locke, 
Consi4.rlllimu (seeabove,nole 7 in ch. 2) 71, 75.-The question ofwlUeh connec
tion between the quantity of money and prices should represent a complete 
quantity theory may be left out of account; it is purely a matlel' of definilion. 

• An unusually outspoken application of this attitude can be found in A 
Dis""" .. of Mtmey, probably erroneously ascribed to J. Briscoe (Lond. 16g6) 

<f8-59-
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were perfectly clear on thil point. It iI poail)le to obtain a clearer 
and more profound imight into their outlool by keeping to those 
who did think clear1,v on thiI point, or at least if we overlook the 
vagueneu. In thi. way attention can be directed to the attitude 
of lobe mereantililtl towarda riling pricea. 

To put forward the gospel of high pricea without further ado, 
u pointed out in Plrt S (11.1 .. 94 f.), could not have been an easy 
matt&. The medieVal ideal of'tllenty, of which people could 
not easily rid themael~, naturally alao emltraced cheapnCII. 
The genera4"ile in pricea opened the tatea ~ .I\,SOrti of complaintl. 
I ii the &liifll&led diJcwaion on economic: and .social questioDl 
wbith' tOClk place in England towarda the CDd.l.IlH~ VIII'. 
reign, and even more during the minority of hilson: there were 
very few writen to defend ae rile in pricea. ConviIu;gl protec:
tionists IUch as Armstrong (1535/36?), Thomas Starkey (Ditdtgw 
6,/wmI ClI1IiUuJll'olt .. n- LMPUI, 15S8?) and the unkUown 
author of the I'olitu " lUtIw. litis RIalIftI " &,laU .,." • ProsJ#r
OIlS WfGllAt .. Esw. (1549), made deaperate attempts to demon
.trate that their demand for the eJtcIuaion of foreign goode would 
rea"lt in greater wealth and, in partic:u1ar, a fall in the high 
price of commodities.' • 

The Ame implicit logic u ~uaed "the fear of goode" to take 
lite place of "the hunp for goode" in more and more Ipherel 
after the change-over had once begun. also led the ideal of high 
prieea to victory all along the line. A. tene expression of thiI idea 
of pure mercantilism ia to be found in a puaage of the greatly 
admired Fortrey, in which he Aid, "ADd as for the raising of 
price &lid value of our lancb, or of anything ebe that ia our own; 
it is of 10 I"l&t an advantage. that it .a,AI " .uJW. ..,.., .". 
-, -tsf., "''''.7--0'' (L,laI,/UmI-l¥u-." 
1663) (my italics). By IUs reaervatiop. Fortrq' preaumably simply 
wanted to Ay that the rate of interest muat be low, but taken 
in the meaning of a low value of 1llOIlC)', he would have ma& 
the UJUmeDt even more CODCiae.. What Fortrq' Aid here with 
prowcative &barpneaa com:sponded to a widely held DOtion.. 

Even H&lea' Di-.,,'" C- W" (IM9), the lint wort 
repreaenling, on the whole, the outlool of a mature meraatilism. 
_ remarbbly tolerant of the rise in pricea, juat _ Badia _ 

after him (1568), as &bOWD in the above quotatioa. aDd hiI 
11lCCCIIOI'. the 4!ditor ofHalea' book (1$81). It ia true that in_ 

• I~ <- ...... - a iaell. a) .......... 6?-7J, .... T ....... 
Door. III llO-e$o-s..to.r (_ ...... _ .. ill ell. a) I~ _ ,.,...-

,..",., .... T ....... Door.lU '11-06 .... ,I. SSI .. 
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of these cases is there to be found any approval of the general 
rise in the price level, but the very fact that a reduction in the 
high level of prices was deprecated is of sqJficient importance, 
in view of the general complaints of these high prices. 

Considerably more important was the great step taken ,by 
Gerard Malynes, one of the most discussed authors of the early 
17th century, towards approving thS rise of prices. Even in his 
earlier work, the Treatise of the Canker of England's Common Wealth 
(1601), he put forward the assertion that "the more ready money, 
either in specie or by exchange, that our merchants should make 
their return by, the more employment would they make upon our 
home commmjities, advancing the price thereof, which price 
would augment the quantity by setting more people on work." 
In his magnum opus, Lex Mercatoria (1622), he came to discuss 
siJ;piIar considerations in detail. He distinguished between two 
groups of commodities, for "the back" and for "the belly", that 
is to say, textiles and food-stuffs. It was evident which of these 
two groups interested him most. "It is better," he said, "to pay 
somewhat more for commodities, than to have them altogether 
over cheap, especially for commodities serving for the back, and 
not for the belly." "For those countries where things are good 
cheap are destitute of trade, and. want Monies; and although 
things for the belly are good cheap, there is less benefit to be made 
by Merchants." "Strive not to undersell others to the hurt of the 
Common-wealth, under colour to increase trade: for trade doth 
not increase when commodities are good cheap, because the 
cheapness proceedeth of the small request and scarcity of money, 
which maketh things cheap: so that the contrary augmenteth 
trade, when there is plenty of money, and commodities become 
dearer being in request." These observations are even more 
significant in view of the fact that Malynes clearly distinguished 
between a change in the general price level resulting from a 
cnange in the quantity of money, and a change in the prices 
of specific commodities through supply and demand· of these 
goods. 

Still when there was a proposal that Malynes objected to, he 
was well able to invoke the fear of rising' prices against it. Thus 
he wrote that a depreciation of the currency "was to reform things 
by a Remedy worse than the disease; the inhauncing of our 
Moneys will increase the prices of all things". But his adversary, 
Misselden, was not afraid of taking that consequence; for accord
ing to him "all will be abundantly recompensed unto all in the 
Plenty of Money, and quickening of Trade in every man's hand. 
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And that which iI equal to all, when he that buyi dear ahaIl 
lell dear, cannot be aaid to be injurioUi to any".' 

In the following half-century, the qucation of dearncaa or 
cheapncaa appean to have been dilcuued lcaa frequently, probably 
beeaUie the general rise in pricca in countrica IUch u England, 
where a depreciation did not take place, had come to a halt. 
Thia certainly led to frequent propoula to create what had 10 far 

'. been .. voided-"raiaing the value of the coin", u it wu usually 
called-but in vain. However, at the aame time, protectionist 
policy, which had gradually been intensified into a policy ofpurely 
import prohibilioDi through the political differencca between 
France and England and France and the Netherlands, wu main
tained in all countrica. In England, the lut sphere of economic 
life to escape the protectionist system luccumbed to ita influence 
when export prerniuma were placed on corn, under the Com 
jIounty Act of 1689. ThUi during the coune of the 17th centurY, 
the gospel of high pricca wu victorioUi in England in the spl1ere 
of commercial policy, and on the continent both in commercial 
and monetary policy. Since these tendencica only rarely met 
with aprotcat of 10 fundamental a nature u that of Coke quoted 
above (95), they probably had the approval of public opinion. 

After the Rcatoration, utterancca tending in thil direction 
became more numeroUi. Fortrey'l thcaia remained unexcelled 
and for that matter iI etilllO to-day i but there were parallels to 
it. Five yean later (1668) Child aaiei, "Where-evcr ProviaiODl 
are for continuancc of yean dear in any Country, the People are 

-rich; and where they are moat cheap throughout the World, for 
the moet part the people are very poor." Thia view wu a complete 
antithcail to the medieval outlook. Acain. a few yean later (1671), 
an obscure but apparently very typical anonymous pampblet, 
n. Us. .. AkJt.r ., MMfI, put forward • propoea1 that the 
coinage be depreciated twenty-five per cent. giving • very illu
minating RUOIl. "If IDOI1eJ be ecan:c. N he asserted. "all tlIiqI 

• F,,",,", " (llepr. ,g); _ ......... widl ....,.t to Iaio pIIIDIIbIoc, _ ... 
1mrocI __ to .......... edilic&-See ....... '5'. '87. - below .,a. 
-.s If.~ o.w (T_ &a Dra.. III. s87. S99l; ,. .v...io 
Put '. ct.. .... ; Put • ~ (,. ed. .... 8g, .'".ss; thediodoodiaa 
__ .......... ia the .-.. prioINew.a uod ia the ....... "'.,.niaaIor 
--.I .... : "pIoDtJ cl~ ...... .-..., .............. ......,.., 
cl t.I.-, ...... .....,.n, uw,.. ...... ca-p; ........ ,.,...,.,. -
....... , ..... abo ...... ow ...... ~ .....w.c to pInIIy ow......,.., "'the 
-....di ... ~ ........ _ "' ...... -., itali<s); no a... tI. 
CWrtl~ (LaDoL -6ots) ~ ( ...... ).-M. " .#ioo T ... 
(LaDoL t6ee) _",r.-o. the o..t. ___ ~ II). 
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are the cheaper; if money be plenty, all things will afford the 
better price; or if they bear not a better price, there is a quicker 
return, which is answerable." This is very like Misselden's argu
ment fifty years earlier. Then as a special effect-and this is 
really interesting-the anonymous author emphasizes the impor
tance of the supply of money on the wage level. "Where Money 
is plenty, Workmen will be more plenty, and every one more 
industrious in applying himself to work; if so, it must needs follow 
a plenty of Workmen will cause a fall of their Prices." We thus 
have here a conscious approval of rising prices as a factor tending 
to force down wages. The same argument has often, in history, 
won the interest of employers in favour of the depreciation of 
currency. This greater "plenty" of workmen would, in the author's 
opinion and in accordance with his desire, lower even the money 
wage, and the workmen would accordingly receive a smaller 
number of shillings, each of which contained a smaller amount 
of silver. This characterizes both the author's tendency and the 
degree of his insight. 

In this respect, too, Becher's later, anti-money attitude (1669) 
throws his characteristic light upon the mercantilist outlook on 
money. He demonstrates, in fact, how a social ideal, completely 
contrary to that of the English pamphlet just quoted and, for 
that matter, to the ideal of mercantilist literature as a whole, 
was yet reconcilable with the same conception of money as was 
common to all other mercantilists~ reproach~y 
primari41-withJts great rarity. "They, then~ not gold 
and silver are pOOi-I say they are poor, they suffer want and 
death, indeed, they lose heaven, because they cannot have a 
thing of which nature itself has given so little and yet the world 
wants so much." If a tyrant arrived and commanded that dia
monds of a definite weight should be used as money, "think you 
not that many thousands of people would die of hunger?" If, 
on the other hand, money was made of splinters or leather or 
shells or paper [sic], it would then have to bear an impression, 
"and then the value and dearness will lie in the impression and 
then it will be as broad as it is long" ; i.e. as only a limited number 
of notes would be printed, the scarcity would remain. Ergo: 
abolish money entirely! The cardinal point of the whole idea was 
the notion that in the prevailing state of degeneracy, it was money 
from which people lived, and his conclusion was equally obviously 
a condemnation of money on the grounds that there was so little 
of it. It is of special significance that Becher, the communist, 
regarded it as a drawback that even non-metallic money was 
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limited in quantity; u he could not hope to ace unlimited ~tion 
ofpaper money. even that mUit diaappear. Once again, by aiming 
at IOmething oppolite to that of the ordinary mercantiliat, Becher 
iJ able to bring out clearly the fundamental concepta common 
to all.' 

.. INFLATION. PAPER MONEY MERCANTILISM 

ThiJ upect ofmercantiliam attained ita lenith and then ita demise 
in the eventful yean between the revolution of 1688 and 17110, 
the year of Law', French Mirsissippi Fraud and the English 
South Sea Bubble. These eventa ushered in a new era. In Chapter 
VII of Part I we have mown the reaction on the development 
of joint Itock companiea. In the monetary aphere, the effecta in 
France were 10 deterrent that it wu not until the paper money 
lyatem of the French Revolution that any change wu made, for 
fear of riWng a repetition of the aame events. For mercantilism 
u a monetary ayatem, the period 168g-17iZO had a two-fold and 
very CuriOUI significance. On the one hand, it brought about both 
a theoretical and a practical application of the mercantiliat 
thcsia of the blessings of an increue in circulation. On the other 
hand, it aIIO levered the connection between the two pbenomena 
which mercantiliata previously had neva' in practice distinguished: 
between the quantity of money and the quantity of the preciOUI 
metals. MOlt of the practical conclusiona of mercantilism had to 
be changed when an increue in the quantity of IIIOIICf wu 
capable of being carried out 1IIi,.,., an import aurpl\D of preciout 
metals. But if, inatead, aucb an attempt led to failure, thil could 
only aerve to atrengthen the convictioD rqanling the necessity 
of a plentiful 'tock of preciout metaIa at • time when the belief' 
in the advantap of an inneue in cin:ulatioD remained unshaken. 
and money without. metallic: buD had proved itself deceptive. 
Whether or not thia contributed to the inner tramformatioD and 
the ultimate death of mercantilism in the 18th caltuly cannot_ 
be determined i in any cue that queatioa does not heloag to our 
present pllrJlOlC. What ill relevant here ill to tee the coune of 
cvmta in the light of previoua developments. 

The idea of ~ the need lOr IIlOIleJ without precioua 
Dletala wu by DO meaDS foreign to the ~tilista of the early 
17th centuly. Both the Italian and the Dutch. and to • Icacr 
dqree the Hamburg. apcrience with bank 1IlOIleJ, playoed • role 
in th. «lIIDeCtion. GateraI IICCOWlt appeaR 11) have been laken 

• a.ikI .6.-('a ....... tr/ M.to (t..d. 167') • lIS t-Bldoor, ~ 
~ •• a.-so. .... Ouy""_ ....... "t 
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of the fact that the banks of deposit or giro undertook credit! of 
larger amount! than were accounted for by the silver deposited 
in them. Mun, who had spent some time in Italy and had been 
very impressed by what went on there, had already attacked the 
axiom that money is the soul of trade, in his most famous book 
(written presumably in the 1620'S, but first published in 1664) • 

.In his opinion, the Italians had shown that they required but 
little money for their domestic transactions, "more than for 
their ordinary expenses". Mun described trade as financed 
there-by means of exchange transactions and banks in the 
form of "credits from one to another daily for very great sums 
with ease and satisfaction by writings only". Somewhat later 
(1641), Henry Robinson, too, referred to the banking system of 
Tuscany, and used it as a model for the bank he wanted to create, 
in addition to a currency of private bills, which would "add 
livelihood unto Trade, and encrease the stock of the Kingdom" 
(England's Srifety in Trades Encrease). Still later (1650) a typical 
monetary crank, William Potter, proposed uulimited increase in 
bills or notes of a similar character, and argued elaborately that 
they would "perpetually" create a corresponding increase in 
every sort of resources as well as commodities and even, for some 
obscure reasons, an enormousJall in prices (The Key oj Wealth). 

For the time being, projects like those of Potter were of small 
importance. But writers of quite a different stamp carried on the 
discussions in the direction of non-metallic currency. Thus a 
previously quoted passage of Child's expressed the same view as 
that of Mun. A third authority of the time, Petty, also pointed 
out-this time following the Dutch practice-that it was possible 
to increase the quantity of money through the banks, who, in 
the view which he expressed on numerous occasions, were 
capable almost of doubling the efficiency of the coinage. He 
suggested a 50 per cent covering for bank notes, and thus wanted 
to maintain the quantity of money which he regarded as necessary 
for the country's requirements. On the continent, there was a 
general move towards banks. Schrotter, for example, had an 
extensive project for a so-called exchange bank, whereby the 
"capital" of a country was to be quadrupled; but none of these 
numerous writers came to the conclusion that the precious metals 
would thus be superfluous. More often, like Mun, they drew the 
inference that silver and gold could be reserved for foreign trade.' 

• Mun, Engl. TF. ch. 4 (ed. Ashley 23).-Robiruon 34-37.-Potter 7 IF., 
,8 IF. " jJ4rsim.-Child, see above 2oo.-Pelty, TFllllis. of Taxn ch. 3; Pol. 
AriIII. ch. ,; QjumIvlIll1lClllllflll Qll. 26 (Econ. Writings I 36, 265. II 446).
S[chrotter]. proposal at an appendix to ch. 8, (lit ed. 36<>-4"4). 
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In connection with the foundation and earliest developmcut 
of the Bank of England (16M), there arose that dool orrervent 
and indefatigable writen who wanted to bring about the wished
for increue in the quantity of money without being tied down 
to the preclOUI metall, i.e. agaiDat lecurity of landl. To them 
belonged the notorioUi adwcates of the "country banks",· 
Chamberlen, Aigill, Brilcoe, and 10 on. While their lporadic:. 
forerunnen had only been Iymptomatic, these viewl now attained 
lignificance. CIOlely paralld to thiI were other methoo. of 
"mobilizing" property; that iI to ny, creating credit me&DI of 
payment agaiDat the lecurity of objecll of moUi kindl. The 
financing of trading companies through lOaDl to the ltate ofwhat 
the Ihareholden had lublcribed U capital wu a great example 
of thill tendcucy. 

The repercUJlioDi of these _II on mercantiliuD u IUch 
provided the writen with plcuty of food for thought, and in 
expresUng their viewl they represented the molt diversified 
ltandpoinll. Several authon maintained Ulllhakcu their belief that 
gold and iiivel' wu the only key to happinesa, and they feared that 
the money lubetitutes would drive the preclOUI metall out of 
the country. The prolific Sir Francil Brewlter may be quoted u 
representative of thill conception (N", £sstf1I .. TrUI, 1702). 
Othen, indeed, admitted that, for the time being, paper money 
could replace metallic money, but maintained that the latter wu 
the only poaible ultimate me&DI of payment, especially during 
war-time. They diIcovered in thiI an argument against the 
permanent export of the preciouI metalI u carried on by the 
Eut India Company. John PollexCen. the pertiudoUJ opponent 
of the company. for example, apnsIed himIelf in thiI directioa 
(..4 ~ " T .... c.;,.. .. hI-r er.tiI, 1697). But the result 
of thil wu DOt that the IUpporten 01 the company became, 
without further ado, agreeable to the idea of paper -r. 
Da_ant II 01 particular interest in thiI coanectioa, u the chid' 
author after Child &om the camp 01 the CQlllpanYa IUpportaL 
AI pointed out Oft -u Ottuioaa above, he had th, capKilJ 
of IfUPing fertile COftIiden.1ioIII 01 varioua origin. but _ 
incapable of weldiDr them into a CODIistesll whole. It II there
fore DOt aurpriIinc that he si- the ItnIIIpt impressioa 01 
mercaDtiliam at the parciDa 01 the _'" betweest the belief' ill 
the preciouI metals and the belief' ill paper -r. For thiI 
reuoa. the moat important 01 biI obIenraliolll may be qllOlell 
(16g8). 

"Paper credit," DaYeDaDl WRIte .. -. "did IIDt oaly IUppIy 
~ 
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the place of running Cash, but greatly multiplied the Kingdom's 
Stock. For Tallies and Bank Bills did to many uses serve as well, 
and to some better than Gold and Silver; and this Artificial 
Wealth ... did make us less feel the Want of that real Treasure 
the War ... had drawn out of the Nation." But, continued 
Davenant, the country did not grow richer as a consequence; 
it was only a pawning of its assets whereby their transformation 
into a "running Stock" came about. This mobility on the other 
hand, "did quicken" all trade and industry. Paper money was 
thus not wealth-which was what Davenant, for the moment, 
assumed of metallic money-but on the other hand it provided, 
at least as ably as the latter, the stimulating function which was 
the basic motive for the increase in circulation. However, Dave
nant was not quite certain even of the latter, for he proceeds 
immediately to say "Whether or no this was a right Condition 
of Health is hard to determine: Perhaps a Body-Politic, with this 
florid Complexion, might yet have lurking in it Apoplectic Symp
toms." No better picture of inflation can be desired than is 
conjured up by the words "florid complexion" and "apoplectic 
symptoms", and the possible connection between inflation and 
paper circulation had thus become clear to Davenant even before 
the end of the 17th century. But with regard to the practical 
consequences of this, as he honestly recognized, he was uncertain. 
That it could have been the increase in circulation itself and 
not its paper money character which created this high complexion 
of the body politic, was obviously far from his mind. While he 
never broke with the fundamental conception of mercantilism 
with regard to money, at the same time he was very doubtful 
as to the possibility of a changed application of principles which 
the appearances of paper money opened up. 

The man who took the decisive stride towards paper money 
mercantilism, and was destined, after many unfortunate attempts, 
to apply his ideal in practice on a gigantic scale, was John Law. 
This is not to say that Law's approach was essentially different 
from that which the earlier representatives of paper money had 
said and desired. All he did was to express the doctrines of the 
new school with particular clarity, and he becomes of special 
interest because he later was able to translate his ideas into action. 

It is not easy to give an accurate picture of the argument put 
forward by Law in his earliest work which, as a young man, 
he laid before the Scottish Parliament and also published in 
book form (Consitkralions on Trade aM Moruy, 1705); much of 
it does Dot belong here at all. But Law's fundamental mercantil-
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ism and the breach which he cooatituted with the former merean-" 
tiliat practice are clearly manifested therein. 

The point of departure in Law's argument wu an explicit 
and complete mercantiIiat recognition of money circulation u 
the animating principle oC commerce. The circulation oC money 
wu decisive u regards employment and the growth of industry. 
Law userted, for example, in close connection with what Brewster 
had .aid a few yean previous, that England had never had 
.ufficient money to employ the whole oC ita population. On the 
bui. of this, he then erected his whole credit structure. He showed, 
in the fint place, that only a shortage of money could destroy 
credit-what he said in this connection regarding the effect on 
the foreign exchanges must be postponed. He then said that it 
would be 10 much the better if the desired result could be obtained 
without increued use of meta1lic coin. The next atep in his argu
ment-.nd in this I do not keep to Law'. own train of thought
wu to refute the old mercantiIiat aoIutions. In doing 10, Law 
attacked mercantiIiat commercial poliey which, indeed, wanted 
to attain the end by the old method, that is, by an import surplus 
ofprecious metal. It it true that Law'. criticiam wu not directed 
at thit point. but merely wanted to demonstrate the impracti
cability of import prohibitiooa; but in any cue, the point it 
aignificant of his breach with the old mercantilism. Aa a major 
factor in his argument there followed • detailed criticiam of 
metallic coinage and credit money against the security ofprecious 
metals. Aa proof of the unsuitability of metallic coins he cited. 
among others, the fact that the demand for them bad obviously 
Callen. aince the nte of interat, the price for money, bad Callen 
&om 10 to 6 and further to S or • per cent I He thereupon put 
forward hit plan for a paper cunency against security of iaDd.. 
Such paper money wu to be IUperior to the metallic coinage in 
every respect. The atter. according to the piau. _ 10 tar 
dethroned that the new DOleI were to repI'eIICIll, in value -.,u, 
quantities of IOkl and ai1ver. Law declared that thia _ just u 
comprdleoaible u the fact that money. under the prevailiDg 
COIlditiona, correspoDded to varyiDg quuatitea of an other gooda. 
0.(. wine, and in thia hi: wu of c:wne quite comi.stent. The DeW 
money. he said. could never fA1I in value. but the __ be cave 
lOr thia were not YerY cIeu and, lOr the rest. are irrdewal ill thia 
contat.. The point UDder c:omideratioa here is primarily that 
Law" work comtituted. OIl the one side, • brach with the 
mer<'antiliat attitude towards the preciouI metals, while IIartiog. 
OIl the other lido. r.- an alIIIOIt &aatical belie( in the Iimda-
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mental mercantilist conception of money: that the size of the 
circulation was the predominating motive force of economic life. 

The mercantilist idea of the stimulating effect on economic life 
of an increased quantity of money was, for the most part, correct, 
and incidentally a very important deduction. As pure deduction, 
the notion has only one weakness, thougLltveryserious one: 
it did not distinguish between an increase in the quaiitity of 

{'moneY""'-which usually had the effects conceived-and the 
absolute quantity of money, which played _no part whatsoever. 
Law's assertion that England had never had enough money 
for the whole ofits population is an illustration of this. In the long 
run, the defect consisted in the fact that no question was asked 
whether and to what degree such stimulation of economic life 
was desirable, and, over a long period oftime, possible. 

David Hume, one of the most important of those who overthrew 
theoretical mercantilism, displays on this point a profound com
prehension of the mercantilist outlook with regard to the effect 
of money circulation. His work, it is true, takes us considerably 
beyond the period which this part otherwise deals with. But one 
observation of his may be brought in as a conclusion of our 
description of this important and fascinating aspect of mercantil
ism as a monetary system. At least as a description, it epitomizes 
the best aspects of this in an incomparable manner. How far 
Hume's theoretical explanation is also relevant is not so clear. 
"In every kingdom," wrote Hume in his famous essay on money 
(ESSfgS, Moral, Political, Literary: "Of Money", (752), "into which 
money begins to :fIowin greater abundance than formerly, every
thing takes a new face: labour and industry gain life; the merchant 
becomes more enterprising the manufacturer more diligent and 
skilful and even the farmer follows his plough with greater alacrity 
and attention." Hume found the explanation in the fact that some 
time elapsed before the new money began to effect prices. The 
conclusion which he drew from'this was that, "It is only in this 
interval or intermediate situation, between the acquisition of 
money and a rise of'prices, that the increasing quantity of gold 
and silver is favourable to industry." On this Hume erected his 
conclusion, "It is of no manner of consequence, with regard to 
the domestic happiness of a state, whether money be in a greater 
or less quantity. The good policy of the magistrate consists only 
in keeping it, if possible still increasing; because by that means, 
he keeps alive a spirit of industry in the nation, and increases} 
the stock of labour in which consists all real power and riches. 
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A nation, whOle money decreases, it actually, at that time, weaker 
and more miaerabJe than another nation, which pouessel DO more 
money, but i. on the increasing hand."" 

By referring to "the ~ happinea oC a ltate", Hurne 
poaibly wanted to point out that the problem wu different in 
commercial relatiomhipl with other countriel. At any rate, thiI 
wu the opinion oC the mercantililtl. Further exposition oC the 
point belQngI to the next chapter • 

.. Drew.ler. al. sa.-[PoIlexfen] 66-78.-DaYlllWlt, IA-", II 168-71. 
-Law (nole 61n ch. a) ap. ch.1J-5, 7-B (French ed. 17 8' •• ~ t. 60 8' .• 91-95. 
105 r .• 117. 156. 158. 166. 181. 18S).-Hume /!mp< (ed. T. H. Green and T. H. 
Groae. Land. 1875. New lmpr •• Lond. 18gB, I SIS 8'.; dale Ii ..... a85).-Vu...
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_pie. In the followlnK JlUl&l"SI "Tbe raiIInc of the Val"" of Money doth 
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lhal W. work adled ... y In_ .......... I ....... 1IeIDpCIIVieI.-A pcaaJiar 
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110 Co Nellell, "Briliab Polley and ClDIODial 10&""9 Supply" (&.oaoir ~ 
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IV 

THE EXCHANGE RELATIONSHIP WITH OTHER 
COUNTRIES 

I. "SELLING CHEAP AND BUYING DEAR" 

The mercantilists conception of the importance of the quantity 
of money with regard to the exchange relationship with other 
countries was a major cause for their desire for an abundant 

• stock of the precious metals. 
In the course of a century and a half this standpoint was 

formulated again and again in this way, that a country with 
relatively less money than other countries must "sell cheap and 
buy dear". Both from the theoretical and the practical point of 
view, this is of so much importance that it requires careful 
illustration. 

Even in the original edition of the Discourse of the Common Weal, 
that is in the middle of the I 6th century, this attitude was already 
manifested. Hales said, in fact, "And yet if strangers should be 
content to take but our wares for theirs, what should let them to 
advance the price of other things (meaning: among others, such 
as we buy from them), though ours were good cheap unto them? 
And then shall we be still losers, and they at the winning hand 
with us, while they sell dear and yet buy ours good cheap, and 
consequently enrich themselves and impoverish us. Yet had I 
rather advance our wares in price, as they advance theirs, as we 
now do; though some be losers thereby, and yet not so many 
as should be the other way." On this point he had the unqualified 
approval of his editor several decades later (1581). In the 17th 
century, this attitude recurred again without any fundamental 
change in significance. Thus, Malynes believed this unfortunate 
position to be the result of what he dreaded above all things, 
i.e. a foreign under-valuation of the English exchange. At other 
occasions the greatest stress was laid directly on the distribution 
of the quantity of money among countries as the cause for it. 
Malynes thus regarded it as dangerous if other countries ob
tained a more than proportionate share of the world's quantity of 
money in comparison with England, and considered this point of 
vital importance, in contrast to the absolute increase in the 
quantity of money. The same conception then recurred con
tinually. In his Verbum Sapienli (written 1665, published 16g1), 
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Petty believed that the viofent effOI1l to increase the quantity of 
money could only ceue "when we have certainly more money 
than any of our NeighbOur Statel (though never 10 little), both 
in Arithmetical and Geometrical proportion". During the period 
between the writing and the publication of thiI work, Coke 
declared, "If our Treuure were more than our Neighbouring 
NatioDl, I did not care whether we had one fifth part of the 
Treuure we now have" (1675).1 MOlt interesting of all. however, 
ia Locke, for, u with the identification of money and capital, 
here too he reproduced the mercantilist point of view with 
peculiar clarity. . 

h quoted above (1116), Locke arrived at the concluaion that 
any amount of money, be it of the lma1lest, would suffice for even 
the largest amount of trade. It might then have been expected 
that he had drawn one of these two concluaioDl: tiJ/wr that it wu 
unnecessary to WOIT)' at all about obtaining enough money, ., 
that a large quantity of money wu desirable to bring about a 
rile in prices. Now the inflationist idea wu absent in Locke, and 
10 it appeared u though nothing else remained for him than to 
decide in favour of the lint alternative, and thUi to throw 0ver

board entirely the whole mercantilist conception with rqa.rd to 
money. But Locke arrived at an entirely different resulL The 
reuon ia that he took into consideration the prices of other 
countries. In fact, Locke declared that the above had only been 
a theoretical COIIItruction. for it applied only to an isolated 
country; to-day, however, COUDtries were DO longer isolated, but 
entered into commercial relationa with one another. In these 

. circumstances, the whole lituation. in Locke'l opinioa, usumed 
a fundamentally different complezioa. Locke wu DOt alone in 
tWill th.ltand; Pufendorf, for eumple, believed the ume. But 
the peculiar thing about Loclr.e is that he attempted a com~ 
henaive theoretical ezplanalioa. His tIald of argument wu III 
tullOWI. 

Tho prices of the _ things, expreIICd in gold and Iilva', 
must IIecessarily be the _ in diJFerent countries. This 1WIU1d 
DOt occur ifone COUDtry had a ama11er ItoCk ofmooey than another. 
A country with a ama11 ,tack of mooey wu then:IOre faced. 
accordinc to Loclr.e, with an Wlwdcome choice: either to aell ill 
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goods at lower prices or to lay up a large porti~n ofitl commerce; 
and not only that, but in addition to buy foreign goods at high 
prices. A smaIl stock of money would thus lead to a two-fold 
loss in foreign trade, low export prices and high import prices. 
On the assumption that England had half the quantity of money 
that other places had, Locke summed up his conclusions as 
follows: "Such a state of poverty as this" (i.e. of money) "though 
it will make no scarcity of our Native Commodities amongst us, 
yet it will have these ill consequences, I. It will make our Native 
Commodities vent very cheap. 2. It will make all Foreign Com
modities very dear, both which will keep us Poor: for the Merchant 
making Silver and Gold his measure, and considering what the 
Foreign Commodity costs him (i.e. how many Ounces of Silver) 
in the country where Money is more Plenty, i.e. Cheaper . . . 
will not plUt with it here, but for the same quantity of Silver . . . 
so that ... we shall pay double the Value that any other 
Country does, where Money is in greater Plenty." With this were 
bound up other lesser disadvantages. Locke thus created a 
foundation upon which he was able to erect the whole mercanti1ist 
programme and to put forward a complete catalogue of dangers 
which arose inevitably if this programme were not carried out. 
Thus it would be to the detriment of agriculture if the decay of 
commerce led to the export of half the quantity of money. The 
rents drawn from agriculture would faIl, until a general prosperity 
"shall restore to the Kingdom the Riches and Wealth it had 
formerly". In many places Locke says that a country would 
become very much poorer through an import surplus, and very. 
much richer through an export surplus. He thus omits no tenet of 
the entire mercanti1ist creed. 

One should assume that this argument could easily have been 
met with the following question: if prices in other countries were 
in general twice as high as those in England, as a result of the 
larger quantity of money, why should that not apply also to the 
English export goods, making these sell just as dear abroad as 
the native goods of the foreign country? and why could not the 
foreign goods be sold just as cheap in England as the native 
English commodities? At least the first part of this objection was 
so obvious that it did not escape mercanti1ists of far less sagacity 
than Locke. But they all found some dark reason for refraining 
from following it to its logical conclusion. MaIynes (1601) looked 
at the matter in this way, that an export of money from England 
to other countries would result in a fall in the price of English 
commodities, and a rise in the price of foreign goods; "And so 
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might It r~ with the price or our home commodities being 
transported to th084! places. II Thia latter, however, would Got in 
hia opinion occur and hia reuon ia couched in incomprehensible 
tcrmI: foreign COilll, he laid, might have a higher value
presumably on account of the aeigniorage-than wu represented 
by their met/ll content. In a later, illlignificant pamphlet, called 
GrttII Bril4itu ,RIffJIIfIb_, written by Sir Ralphe Macidiaon 
(16.f.o, new edition with the title u given, 1655), it wu abo 
admitted that foreign countries had really to pay jult u much ror 
English goodl U for their own, but the idea wu later Ihelved, the 
explanation given being that the Eng\iah merchanll were forced 
to lell abroad becaUie of their foreign indebtedncsses and that the 
foreiiDeri were not prepared to pay more when they knew that 
the goodI were worth lcss in England, and 10 on. 

Locke'l own reply would obviously have been, u may be I_ 
from the above quolation, that the .. me quantity of silver had 
to eorreapond to an equal quantity of goodI in MOUI countries. 
He would then have had to fo\1ow up this ltep in the argument 
by .. ying that the quantity of silver, which expressed the value 
of the commodities in any particular producing country, would 
have to determine the prices of the commodities both at home and 
abroad. thUI French prices for French commodities and Englilb 
prices for English commodities. It ia ObviOUI that IUch a concep
tion, if followed to ill logical conclUlion, wu im:concilable with 
Locke'l quantity theory approach, for the quantity theory ncceII" 
I&rily led to the conclusion that the quantity of money in one 
country influenced ell prices in the country, and, COIIICClucatly, 
the prices of imported goodI aDo. It II difficult to exp1ain how 
this COIIIequence could have been overlooked. 

It is even more dillicult to exp1ain wby the purely pnctical 
conclusiOlll were DOl put to the test. For DO one could have failed 
to DOtice that commodities competiq with one anotha-, e.g. 
French and English cloth, exaciaed a reciprocal iDfIUCDCe OIl 
each other" prices. Exprcaed more pera1ly, this _ that • 
price bridge ~ aative and forcigIl commodities which 
entered into internatioDal ttade rUed the demand lOr cheap 
gooda and lowered the dClllUld fOr ~ gooda, 10 that a ltate of 
equilibrium _ ftIIChed in which the prices of the '-- _ 
necessarily raised and the prices of the latter loweRd. If the 
mechanism of this equilibrium _ DOt clcu to the mercaatilistl. 
that is DOt to be WCIIldered at. fOr it is DOt simple. But it is ditIicult 
to explain wby they hardly C¥eI' pve • thoucbt to the ~ 
q_ of 10 well kno_ a pIPes ....... e_ u the ltimulatiClll of 
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English cloth export resulting from a low price for English cloth, 
and vice versa. Had they been alive to the consequences of this 
elementary fact of everyday life, nothing would have remained 
of the foundation of their favourite idea that an increase of money 
was necessary in consideration of the prices of foreign countries. 
That they closed their eyes to something as simple as that points 
to the conclusion that they had a preconceived opinion with 
regard to the result, namely the notion of the paramount impor
tance of the need for money. 

Independent of such views, a high level of native prices could 
not have been regarded as a good thing from the point of view of 
international exchange, because it would necessarily favour 
imports and hinder exports. If the connection between the quantity 
of money and the price level had been recognized in these circum
stances, the mercanti1ists must immediately have been disturbed 
about the consequences to the balance of trade of an increase in 
the quantity of money. ,At least one of the foremost mercanti1ists 
caught a glimpse of these facts in a moment of inspiration, although 
he was incapable of draWing any broad practical conclusions 
from them. 

The writer in question was Mun. He reported in detail on the 
decline of the English cloth exports and the development of 
production in the competing countries resulting from the excessive 
price of English cloth. He then posed the question how far the 
fact that there was then more money in the country than pre
viously would cause foreigners to buy more than before and so 
bring about an expansion of trade. He attacked this supposition 
with vigour on the following grounds: "For all men," he said, "do 
consent that plenty of money in a kingdom doth make the native 
commodities dearer, which as it is to the profit of some private 
men in their revenues, so is it directly against the benefit of the 
Public in the quantity of the trade; for as plenty of money makes 
wares dearer, so dear wares decline their use and consumption, 
as hath already been plainly shewed in the last Chapter upon that 
particular of our cloth." In this Mun undoubtedly displayed 
greater powers of observation than were manifested by most 
other mercanti1ists, and in particular Locke. 

Mun thus appears to have been very near, on this point, to 
correcting the basic mercanti1ist outlook with regard to the 
precious metals. This was also the case to the extent that his 
indifference towards the increase in circulation is to be explained 
by his conception ofits effects on foreign trade. Had Mun followed 
his argument through to its coDcl~on, only one possible applica-
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tioD of the preciOUI metals could have remained, the accumulatioD 
of a treuure. StrictlyapeakiDg, MUD wu Dot particularly interested 
in thil either, although he gave it his approval OD principle. 
From the purely logical point of view, he wu thUi Dear to caUJiug 
a vital readjUitmeut of mercantilism as a monetary system. But 
tiom the psychological point of view, few people ohvioUJIy could 
be farther from this thaD the author of Entiaii'I T NIJSII1W 6.1 
Fllmlip T ..... Hi. own cODcllllioDi with regard to the effect of 
the circulation of money on expor1I were opressed simply in the 
UlUal demand of the Eat IDdian trade for free export ofprecioUi 
metall. Silver, in his OpinioD, had ita specific fimction in serving 
foreign trade. With regard to ita final use, on the other hand, he 
011 nothing. He doel Dot explain what mould happen to it iCthe 
export ofprecioUi metals raulted in an export swplUl ofcommodi
ties and an import surplUi of money and silver, which was the 
objective of all the eudeavoun.· 

Yet this description of the mercantilist viewpoint of the con
DeCtiOD between the quantity ofmoney and interDatiODal ochange 
CODWDI one great flaw, the fact that the foreign ochangeI are 
left out of CODIideration. This defect mUlt DOW be remedied. • 

•• TItB fOllElGN EXCHANGES 

If compariaoDl of prices opressed in the monetary unita of 
different COUDtries are to have any meaDiug they must obvioualy 
lake into account the reciprocal value ratio of the _tary units, 
this ratio being Ulually characteriaed as the foreign exchanges, 
although it doel not prauppoee ochange in the tI:ChnicallCllSC 
of the term as the form of adjustment of traDsactiODa. The th~ 
retical and practical mYileries of the foreign exchanges wae 
naturallyevenmoretroubl_intimesofdisorgaDiaedmonewy 
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conditions than in the 19th century, with its gradually consoli
dating monetary systems; in earlier times they were so striking 
that they could not fail to attract attention. Least of all would 
such an indifference have been possible under mercantilism, 
which displayed an overmastering interest in both the monetary 
system and foreign trade. 

The controversies centreing around the foreign exchanges 
really belong to the period before 1630. Apart from the Nether
lands, which are normally left out of account in this part, they 
were brought to a head by the controversy between Malynes on the 
one hand and Misselden and Mun on the other. The former wanted 
to control the exchanges through direct interference, and there
fore demanded the restoration of the office of Royal Exchanger, 
the latter maintained the conception of an immutable economic 
inter-relationship in foreign trade, namely the balance of trade 
theory, which they made to serve the interests of the East India 
Company. Through the victory of the latter tendency, the balance 
of trade occupied the field of attention to so large an extent that 
the exchanges thereafter were very much lost sight of. Possibly 
this tendency was also connected with the changes in actual 
conditions. At least with regard to England, the greater order 
attained in the monetary system ensured the fact that convulsions 
of the foreign exchanges resulting from monetary causes occurred 
far less frequently than formerly. Even before that, the taking up 
of loans by the English government abroad had ceased. The 
problem of the foreign exchanges had therefore lost the ear of 
English politicians which it had gained in the Tudor period, 
when Sir Thomas Gresham had preached untiringly of the great 
dangers the foreign exchanges threatened to the position of the 
Prince (and of his own preternatural skill in overcoming these 
dangers); and as mercantilist literature before the 18th century 
was primarily English, the result was that this literature paid 
only passing attention to the problem of the foreign exchanges 
during the heyday of mercantilism. 

Nevertheless the questions consciously occupying the minds of 
mercantilists in the 17th century were not to be dissociated from 
the foreign exchanges; and for this reason the concept of the 
exchanges must imperceptibly have acquired great influence on 
the whole system, especially on the balance of trade theory, which 
could not possibly be elaborated comprehensibly without explicit 
or tacit assumptions with regard to the foreign exchanges. 

The notion of the foreign exchanges had two aspects, their 
equilibrium and their deviations &om the equilibrium. It was at 
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leut tempting to treat these u two Iep&rate problema; but by 
another method moUi mUundentandingl might perhapi have 
been avoided. 

OC the two problema. the deviatioDl from equilibrium were of 
coune oC the greater interest, if only because equilibrium u IUch 
appeared to be taken Cor granted • prWri where there wu a metallic 
ltandard; in other worda it wu coDlidered to be determined by 
the mint par. the relatiomhip of the wver conteDt of the different 
coiDl. Thil norm. it iI true. wu not applicable in comparing the 
cDina oC different metala. but it wu made to lullice Cor the moet 
important CUCI. The "true value" oC the fOreign achangea wu 
the "intrimlc value" of the coina. Thil _ what Malynca never 
tired of calling the ,. Itt pm of the foreign exchangea. like Cor 
like. a definition which also contained a moral evaluation. All 
thil wu common to the earlier discllllion whOle COnclusioDi 
Malynca embodied in hil boob. Interwoven with thiI wu the 
Itruggle againat interest in general. ltill &equendy determined by 
ethical or religioUi conaiderationa, u may beat be _ in Thomaa 
WiIaon'l D~ ... U-:/ (IS71). which ia, Cor the rat. 
rather barren from the economic point of view. In the period 
after Malynca the ethical conaideratiOlll fAded ouL The problem 
100t III great Iignificance, but the conception of the right or 
normal exchange remained the aame. Thla may already be _ 
in the Cact that the otherwiae 10 unsparing critia of Malynea 
agreed with him on thiI poinL MiDelden thlll Aid. "The 6nmesI 
of monica II that Cynosure or Center. whereunto all EKchangeI 
have their natural propenRon." Later on Locke CODCluded hia 
dilcuaiOlll of the cbangea of the foreign exchangeI by n:ferriDg 18 
the way in whlcb the parity should be reckoned on the basis of the 
"intrinsic value". and hia deacription _ IUpplemmted ICYCI'al 
)Uft later (l69s) by Simon Clement, who obviously had had 
practical apcricnce. To thla exteDt fUll ..-t pn:vailcd. 
Whea the mernAtiliatl inatituted intenla~ price compariac.
they aC'COUDted Cor price on the basil al'the mint par.' 

On the question al'the dcYiation al'the foreign CIIlChanp &om 
• v .............. , pr. ~ ..... IS , 'J t"1 n 61t-49 .... T ... 
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parity there was far more difference of opinion. The two opposing 
schools of thought, however, here, too, looked at the theoretical 
points through the same spectacles. Their difference consisted 
rather in this, that they emphasized different factors and omitted 
to draw several conclusions which naturally arose out of their 
common standpoint. 

Malynes' conception of the movements of the foreign exchanges 
may best be seen in the following passage: "So that the matter 
of Exchange being made a merchandise, requireth this con
sideration for the reducing thereof to his first principle and 
foundation, which is the intrinsic value of coins of country and 
countries according to weight and fineness, albeit the price thereof 
in Exchange doth rise and fall according to scarcity or plenty of 
money, proceeding of the few or many deliverers and takers 
thereof in the course of traffic, not by commodities only, but also 
by Exchange devised upon monies, in nature of merchandise." 
Starting from the coinage parity as the decisive norm, Malynes 
thus reckoned with the movements of the exchanges as an effect 
of supply and demand of bills of exchange, which did not all 
depend on commercial operations, but were also partIy drawn 
up speculatively or, inversely, withdrawn from the exchange 
market. On this point Malynes had no other conception than the 
best informed contemporary and earlier public opinion. This may 
be seen with particular clarity from a detailed report on the 
foreign exchanges which had been drawn up a half-century 
earlier for an English Royal Commission (1564). But Malynes 
went much further than others with his fantastic notions of the 
"Feats of Bankers performed by Exchanges", i.e. exchange 
manipulations. This, his chief practical idea, led him also to the 
project he ad1(ocated throughout his lifetime, the reintroduction 
of the office of Royal Exchanger, through whom all exchange 
operations and all trade in precious metals were to take place
an official whose appointment dated from the Middle Ages and 
was revived fitfully down to the reign of Charles I (1628). The 
only thing that could, in MaIynes' opinion, lead to an export of 
bullion, a corresponding import surplus of goods and, worst of 
all, a scarcity of money, was a deviation of the foreign exchanges 
from the par pro pari. He therefore vigorously opposed the wide
spread belief that the "raising of the value of the coin", i.e. 
coinage depreciation, would be able to counteract silver exports. 
In his opinion it could only cause an alteration in the parity. 

Granting MaIynes' premise that English money was under
valued abroad when compared with the silver content of the 
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respective coim-or, more correctly, undervalued to a greater 
extent than their COlt of carriage-hiJ whole argument was 
water-tight and often much lounder than that of hiJ rather 
overbearing opponenlll, especially Misae1den. What neverthe1eu 
made Malynes' reasoning altogether unreal was that he auppoaed 
the situation to be permanent. Actually, of coune, the ruah of 
money out of the country, in order to have it made into silver 
at a higher value without even the risk of a loa-Malynes at one 
time estimated the gain to be II per cent in the month and lSI 
per cent in the year, later reduced IOmewhat more modestly 
to 6l and above 73 per cent, respeetive1y-would have redressed 
tho exchange in a very ahort time. That Malynes' belief in 
habitual undervaluation had much to do with actual conditiom 
allO appean diltinctly improbable. Tho chaotic state of the 
currency in moat countries made correct estimates of the 
parity very difficult, and when in doubt, people ofcoune nonnally 
concluded that they had been over-reached by the foreigner. An 
author who distinguished himae1f &om moat of these writerl by 
having no axe to grind, Rico Vaughan, laid, lOme yean later, 
that ho had heard lOme merdlanta expresa belief in a deviation 
from parity, but "10 I heard othen of as great worth and experi
ence to deny them, affirming that they knew none other valuation 
of our Money with fOreip but according to the Intrinsical value 
of either of them" (.4 ~ "c.;. .. c.;...,., published 
posthumously in 1675, probably written around 1630>.-

Of greater interest than thil aiticism of the expressed belieli 
of Malynes, however, _ their background and, even more, 
what they leI\ out of account. With an occasional exception. to 
him the fOreip exehanp wa-e the beginning of all thinga. The 
chain of evenll bqan in the fOreip exchanges, the latter d0mina
ting commodities and money, DOt vice vena-thia _ the ~ 
recurring idea. AI he teneIy lummari.les in hia M.w.- eJ F,. 
T ... : "All the Raid talllel of tho decay of Trade ue allllOlt all 
of them compriaed in one. whic.h ia the waDt of moaey i when:oC 
_ find the abvae of udwIge to be the eflicieat Cause." Now. 
however. the pasaage quoted in a previouI page shows that 
he did DOt rqanl manipu!atiolll as the sole C&IIIO of __ 
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ments in the exchanges. He also included the actual effects of 
trade, which consisted in the claims on one country often being 
greater than the claims of that country on others, and vice versa. 
So that the foreign exchanges could deviate from the parity even 
without the "Feats of Bankers". Quite irrespective of whether. 
Malynes was right in ascribing much influence to the latter, his 
diagnosis could therefore not have covered all the .. facts. Had 
Malynes pursued· his reasoning to its conclusion, he would 
obviously have been forced to face the question of how the claims 
of one country happened to be sometimes larger and sometimes 
smaller than its debts, and the foreign exchanges therefore 
departed from parity and the precious metals set in motion. 

It was this that Malynes' opponents did. They went beyond the 
foreign exchanges and declared the balance of trtuie to be the 
decisive factor in the influx and outflow of silver; and in doing 
so they created the mercantilist monetary and commercial 
doctrine in its narrower sense. This argument however was not 
so late that it was a creation of the direct opponents of Malynes ; 
it only happened that it was expressed more clearly by Mun than 
by others before him and in the later period was taken over from 
Mun's description. Following the matter up the conception has 
been traced back to the end of the 14th century (1381), and it 
had already been clearly stated before the middle of the 16th 
century. What was kept in mind was the manifest fact that if 
exports were greater than imports, or vice versa, the difference 
had to be paid somewhere or other, and this payment had to be 
made in precious metal. Fundamentally this could not, of course, 
be an alternative explanation to that of Malynes. It merely took 
his explanation one step further. The two camps, however, did 
not recognize,this and Mun, for example, put the contrast in the 
form of an either/or. "It is not the undervaluing of our money in 
exchange," he said, "but the over-balancing of our trade that 
carrieth ~way our treasure." Only with regard to the exchange 
manipulations did there exist real difference of opinion. The new 
school regarded them as insignificant in comparison with the 
overwhelming influence of the balance of trade. 

It was peculiar that Misselden and Mun were able to present 
their balance of trade theory as a contrast with the foreign 
exchange theory of Malynes, for no possible doubt should have 
existed that the balance of trade exercised its influence on the 
movements of the precious metals precisely via the foreign 
exchanges. Almost in the identical words as those used by Malynes 
and others before him, Mun, too, said, "As plenty or scarcity of 
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moDey do make the price oC the exchange high or low, 10 the over 
or under balance or our trade doth effectually C&1IIfl the plcoty or 
IC&I'city or mODey." ID Ipite or apparent CODtrasa, the younger 
IChooi thUi really adopted the ltandpoint oC the older and carried 
it Curthcr-more or lea incidcotally-by making the deviatioDi 
or the Coreign exchangel &om parity dependcot UPOD the balance 
or trade, and..=.emphatically-by making the IIlO\IeIDcoll or Iilvcr, 
u an effect or the.e deviatiODl, likewile dependcot upon the 
balance or trade. I 

ODe cardinal prohlem, however, yet remained. What deter
mined the balance oCtrade itself? Thil wu Dever made clear. The 
men:antiliall, it II true, dilcovered iooumcrable wa}'l oC stimu
lating exporll and hindering imporll, but that the balance or 
trade wu liolr.ed up with the relative prica in different countries 
ID ODe way or another and thUi with the relative quantity or 
money, this idea WU Dever elucidated. It wu hinted at in passing 
by MUD, but WU Dever fitted orgaoicall)' into the general plan. 
Had it been poaible to weld the variOUI fragmeoll together 
properly, it would have become clear that (I) relative quantities 
or money, (I) relative prices in difl'erent countries, (3) balance or 
trade, and (.) the foreign exchaogea, represented a compreheosive 
l}'ltem or mutually dependcot tacton. It would have been 
poaible to let out at an)' point and yet alwa}'l mum to the 

• SIa_ ." die oIIicIIIIa ." die MiDI. AyIooboarJ .... er-.... '3111'
... ,.... _1I1.'.-8arIydctaiW ........ ."dIe ............ awIe: 
.. Pol"",etc. 'S48 (T ....... Door. III, ,,6&:.p.&:'); .brir:fer ........ 
III (HaIn). ~ &so ,,,. 'I1Iereafter, ___ ..... pr. III T ....... 
Door. III.-N ..... E¥. T, •• ,..., e.c. ell. IO( .... Aah1e7 411): .,.----.. _..,-.,,· ... bJ-ila __ -.,_ .. ...-_H_ioit 
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• !oS (CIoouM •• ).~'" ..... : &,L T,. ell. •• ( .... AaIdey !K t).-I..;a 
doe pn...rwhich ..... trinI .......... III doe _ cbapIer ..... dIe ........ 
." doe ....... adouI<a -.Id, III lid, oIimiIJM die ...................... ; 
111o~"""doepoiaL T1Ioftiollil1 __ ......... dIe....-
.... t.I'-ldotJ Ia detail; Ilia ...... .., Ia Ii....., .....--.... doe _ ." 
--.._ n. ........... Wd"' ........ -., .................... dIe..-. 
.. _ .... dIe ....... --... ........... ."awIe_ .... ~. 
i. ...... arbi .... _ .......... tbiJ~I ........... i& .... _ 
",...,_W_An+ I .... ; IiIoowioawido ......... ......., 
..--.. ia ...... Ii_." ........ _ ·1iMo ........ ., • 
... --we" ............ awIe Ia ....... _. -.-.we ....... wido 
.... -..,iJodniduaIIy ....................................... ·f _. 
n. ~..-u, ___ ............... ..,... _ ..... C£ 
T ....... Door.IlI ~I. n._~_ .. _ .. ___ .... doe 
0.- W_. do., ...... ..-,Ia _ ", •• : .... &. .......... IiI&. ... 
.. f/I. ........ 11_ (A.. ..... '44 t). 
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starting-point, so that, to take one example, an increase, as 
compared with other countries, in the quantity of money necessary 
to the equilibrium would necessarily neutralize itself along these 
lines: rise in prices-import surplus-a larger total of foreign 
claims on the country than the country had abroad-an outflow 
of precious metals. The citadel of mercantilist monetary policy 
would thus have collapsed. An attempt to increase the quantity 
of money in circulation would then appear as an attempt to fill 
with precious metals the cask of the Danaides. The connection 
between anyone pair of these factors was clear to the mercantilists. 
With perfect apperception, they recognized the link between the 
quantity of money and prices; in certain clear moments they also 
saw the connection between prices and foreign trade; and they 
always understood the bond between foreign trade and (the fOreign, 
exchanges and) the movements of silver. It was only the whole 
chain of interconnectedness which was hidden to them. 

Such a state of affairs may appear peculiar. But we should not 
forget that foreign trade is a complicated matter. The situation, 
in fact, is very significant of what in general clarifies or clouds 
economic phenomena. For what very often, if not normally, 
decides the issue is not the knowledge or ignorance of the indi
vidual factors, but whether elementary ideas, each individually clear 
and recognized as correct, are integrated into a consistent system. 

In fact, not only was such a synoptic view absent in this case, 
but even a precisely opposite conception of the effect of the quantity 
of money on the foreign exchanges is to be found in two of the, 
in theory and practice, most influential mercantilists. They 
believed, that is to say, that a larger quantity of money would 
in&rease the foreign valuation of the domestic currency or would 
make "a favoprable exchange". This presumed effect upon the 
foreign exchanges became immediately a new argument in favour 
of the claim for an increase in the quantity of money. Given the 
correctness of such an argument, the increase in the quantity 
of money would obviously continue automatically unto infinity. 
For if this were granted, each increase would continually have to 
call forth a new stream of precious metals. The representatives of 
the theory can hardly have thought of this, for if they had, they 
themselves would presumably have doubted the validity of their 
standpoint. 

The two authors in question were Locke and Law. Locke did 
not think of laying chief stress on the presumed effect of the 
quantity of money on the foreign exchanges; but the importance 
of his exposition to the bolder construction of Law is quite clear. 
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In Locke one can, perhaps, find an explanation for his attitude, 
for like mOlt other mercantilistl, he explicitly put "money" and bills 
of exchange on the lame footing. This led him to draw a parallel 
between the obvioUi rise in the foreign valuation of the currency 
of a country, reaulting from greater foreign clai~ and on the 
other hand, IUch reaultl u depended upon a great native quantity 
of money, 10 that both the large foreign claima u well u the 
large quantity of money would enhance the foreign valuation 
of the currency of the country. Locke, in fact, expressed himaelf 
in the following terma, "Theae two together regulate the Com
merce of the World, and in both the higher rate of exchange 
depends" (like all Englilh authon even at that time, Locke 
undentood by a higher foreign exchange a more "fawurable" 
foreign exchange, higher foreign valuation. i.e. a larger number 
of foreign money unitl for one native money unit) "upon one and 
the lame thing, ~. the greater plenty of Money in one Country 
than in the other i Only with this difference, that where the over 
balance of Trade raisea the exchange above the p." there it it the 
plenty of Money, which private Merchantl have in one Country 
which they deaire to remove into another: But where the Richea 
of the Country raisea the exchange above the P'" there it it the 
plenty of the Money in the whole Country." 

In Law this argument, to which Locke COIIICiolllly ucribea a 
lubordinate position. became a major point. He diacovered in it a 
principal proof for the fact that it wu Deccssary to have an 
increued quantity of money, and that there could be DO objection 
to cover this requirement with paper money. "If trade," laid Law. 
"can be carried on with a 100.000 Iii. and a Balance thm due by 
Foreignen i The same meuurea, and a greater Qpantity of Money. 
would make the Balance greater." "Most people think IC&I'city of 
Money it only the Comequmce of a Balance due i but 'til Cause 
u well u the Comequeoce, and the ,I«IwIl aI9 It m. 1M 
&l.- It _ riM, u It eM It 1M AI-:/, (my iWics). Thill this 
moened connection bet_ the quantity of IIlODq' and the 
ext'hangea became a IUpport lOr mercantilial paper money policy.' 
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3. PROHIBlTl.ON OF THE EXPORT OF SILVER AND THE 
BALANCE OF TRADE THEORY 

By keeping to the actual point of departure of the mercantilists 
we thus arrive at the conclusion that the coinage parity 
determined the state of equilibrium of the foreign exchanges. 
This' conception has even been taken for granted in the 
foregoing description by postulating that at an exchange rate 
cOlTesponding to the coinage parity silver would necessarily 
have the same purchasing power in different countries. The 
foreign exchange problem is not, however, quite so simple 
as that, and a glance at the policy which was actually pursued 
brings to light other possibilities. It is seen also that the 
mercantilist objective of alL increased circulation of money might 
have been attained, in spite of everything, without disturbing the 
exchanges, though on other premises than those from which the 
mercantilists, at least consciously, set out. 

In the first place, we come up here against the question of 
whether the goal could have been attained simply by obstructing 
the outflow of precious metals by the aid of export prohibitions. 
This had been the medieval policy and was continued everywhere, 
with greater or less tenacity, beyond the middle of the 17th 
century. In earlier times people held the view that payments 
abroad meant an outflow of precious metal and believed, in 

"particular, that silver would never return if the payments were 
made ab initio in this manner. The writings ascribed to Armstrong 

,in the period down to 1535 took up this stand. Even clearer did 
the; conception manifest itself in the notes which have been 
handed down for a speech in the House of Commons in 1523;
delivered presoumably by Thomas Cromwell. The speaker warned 
the country against military enterprises in France under the 
personal leadership of the king. He said that the war would cost 
just as much as the whole of the circulating money in the coimtry. 
This in his opinion would force England to adopt a leather 
currency. He personally had nothing against this, -but it could 
become awkward if, say, the king were taken prisoner and 
ransom had to be paid. The French in fact would probably 
refuse to return the English king on payment of leather, as they 
refused even to sell their wine except on payment of silver.' 

• [Armstrong] (note II in ch. ll) ed. Pauli 1~1, ed. Twlor &mt. D"". III 
93 fI'.-Speech '523: pro iAJUr.anJ Poper., F.,lign II1IIi DtnMSIi&, ,,/hi Rngn " 
Hmt}/ YIII, ed. J. S. Brewer, III: D (Loud. .867) '1l4B. It appean incredible 
but io nevertheless true tbat • ""ry c:oDlc:ientioualCho1ar who descrvedly enjoys 
• great reputation has taken thio argument lCrioualy (Schanz 14115). 
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The avenion to the export ofailver then became a major argument 
in the 17th century in the attacb on the But Indian trade, which 
had to pay for itiIndian gooda with preciOUI metals. This criticism 
luted on and was to be found here and there even at the end of 
the century. 

AgaiOlt the whole of this approach was directed the. new 
tendency, the balance of trade theory, represented with particular 
vigour by the lpokeemen of the Eat India Company, but regarded 
In wider and wider circlee u the only tenable ltandpoint. At a 
comparatively early date, in 166s, this new dool carried the 
day, In that England abolilhed the export prohibition on bullion 
and foreign coin, maintaining it only for Englilb coin (by 15 Car. 
II, Co 7, § 9). This was done by referring to "1IeVeral conaiderable 
and advantageoUi Tradee"-t.e. prtmarily the But Indian 
tnde-which "cannot be conveniently driven and carried on 
without the Speciee of Money and Bullion". In France, progrea 
along thilline was dower. It iI true that ButhB6ny de LafJ'emu. 
court tailor and adviler to Henry IV, wrote a abort ltatement in 
favour of the free export of preciOUI metall in the early yean of the 
17th century; but this did not achieve any pnctica1lignificanc:e. 
Much more important wu the fAct that Colbert', aympathiee 
with regard to IUch a policy were unmUtakab1e, although he wu 
unable to proclaim them at all 10 frankly u was done in England. 
The prohibition wu thUi retained longer in France, occasionally . 
even on pain of death if DO Iic:mce were obtained. But hintl wae 
a1_ya . dropped about not going to extremes, Only avoiding 
exmsi"4e export. In ODe cue (1679) Colbert even prevmled • 
dilt~nt from being put into elfect.1 Gradually amour the 
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economically leading countries, it became almost womatfc that 
the export of the precious metals should not be prevented through 
prohibitions, but through the workings of the balance of trade. 
The terrifYing example of Spain, where the prohibition was 
maintained on paper, was continually and with tiresome mono
tony marshalled in illustration. 

The arguments of the new and victorious tendency were 
primarily two i~ number and were repeated again and 
again. 

In the fi.rst place it was believed that it was impossible to 
enforce compliance with the prohibitions. Bodin had already 
declared this in 1568, and roughly a hundred years later Petty 
(1662) and Fortrey (1663), said the same thing in practically the 
same words. Locke (1691) believed that prohibiting exports was 
like "hedging in the cuckoo~', and even so vigorous an 9pponent 
of export of bullion as Pollexfen (1697) admitted that the export 
prohibitions on coin in England had probably had.1ittle effect, 
considering that in Spain · ... nd Portugal the export went on 
undisturbed as if no prohibitions eXisted, even though the 
penalty was death.' In satisfying this consideration the new 
English legislation of 1663 was not very satisfactory; for it was 
no easier to safeguard coin than bullion against being smuggled 
-out of the country. Pollexfen's observation therefore rightly 
applied precisely to the new and milder prescription. 

The English statute of 1663 took note of the other consider
ation, which Mun tried to illustrate with his analogy of the husband
man who scatters good seed on the land that he ma~ ~n <due 
course reap fourfold in golden harvests. "It is fQund by -~erir 
ence," runs the preamble to this section of the t663 Act, • that 
they are carried in greatest abundance (as to a Common Market) 
to such places as give free liberty for exporting the same:"" It 
became an wom of mercantilist doctrine that the itountty 
would in no circUinstances be able to keep more or less tha&the 
balance of trade permitted, and that the only possible-,»oint of 
attack was the balance of trade itself. ~', ~. 

The importance of this changed attitude!'ef :JJrind; .towards 
increased freedom of trade is obvious and cannot -be over-
emphasized. Under the corrupt and ineffective administration 
of the ancien regime, the states obviously lacked die necessary 
weapons for preventing movements-in the precious metals, in the 

• Bodin (DoteR in ch. 2) unpag.-Petty, T,,,,,is. 'If T_ ch. 6 (Econ. 
Writings I 57).-Fortrey 33 (repr. 31).-Locke 2+-[pollc:xfeqJ,Dise.'lfT,adI, 
C'!)'II1lIIIi PlI/JIJ" C,1tiiJ (see abo"" 233) 9. 



. 
THE EXCHANGE RELATIONSHIP ABROAO 155 

way, tor examplc, that thill wu cffectcct IUccessfully during thc 
Oreat War and it quite pouiblc even in peace mc tD-day. 

From tho purely theoretical point of vicw, however, thingI 
were different. The theoretical advance achieved by the later 
mercantililtl-the greater comprebenaioa of«onomic phenomena 
_u, in thil cue, at leut doubtful. It iI not at all certain 
that an export prohibition of bullion, of coune ,uppoaing it 
to be effective, it unable to increue pennar&CIlt\y the Itock of 
preclOUI metu within a country. When denying it, the younger 
mercantililtl clung primarily to the fact that tbe balance 
of trade had to be equalized IOmcwhere or other. From this 
they concluded that the import or export IUlpIUl necessarily led 
to a tralllference of u much precioUi metals u cOl'relponded to 
the balance. "After all" u Locke laid "iCwe are over balanc'd in 
Trade, it [the preclo~ metala] mUlt.' go. It The pOssIbility of i.n 
alljustment by melUll of eredit OperatiODI wu leI\ aside here, 
though occuionally Doticed. at the time; it Was exprcsaed 
most clearly by Locke himself'. BU.'apart from tbia, the funda
mental weUnca of tbia argument wu tho- fact that it did not 
pay at tention to the repercussiolll on the 'fIIilibn- oj 1M /-wa 
~ and thUi indirectly on the ba\ance of trade ilJelf which 
might relult ftom effective hindranCe. to the movementl of 
the preclOUI metals. If the argument is taken a ltep funher, the 
unhappy conseqUCllCCl of clinging eo the conception that the 
coinage parity repreaented the equilibrium 'Of the foreign' eK'o 

ch~ even with effective export prohibitions on gold anel silver, 
bectImt manifeat. Apart from tnovemeIlta, of capital, an import 
-.&rplus of"tomlnoditiea in a country resulta in a surplus or the 
country', dcbcl abroad in CXCCII of ita c\aima on other c:ountria. 
It thUi c&useaa dislocation of the forejp exchangea which d~ 
the foreign value of the domestic currency. If, now, tbia .tate of 
aftlUn'tumot be brought-back into equilibrium by the outflow 
of1JreciOUl metala, the foreign valuation of the domestic currency 
remainibelow the par of eachange. In tomeqllCllCC, the export of 

. '1ood\. II stimulated and the import of &ooda diacourap:l. Tbe 
exporten, ift ~1!It words, receive more native unitl of IIIIODey for 
'f!Wr'/ ro..:ign unit. but the tlllporten have to pay more native 
unita for "Ff fbreign unit. By thiI adjustmml between imporU 
and expona, the ba\ance of trade is concctcd ..... the tram
fereace of precioua metals. if the conditiom peniat, thea the 
forejp ezchaDp, i.e. the foreip valualioa of cIomcstic currency, 
abo keep 10 JDuch below the par of ~ that thia adj ___ 
remaiDa. 
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In principle, this is'the same system as pr~ails :i& th~ aosence • 
of restrictions on the movements of precious lI)etals; though ,with' 
one very important practical difference. ~ere .'the· EfecioU8 , 
metals are free to move, the adjustment takes plac~ tPr~>ugIi ,the . 
outflow of gold and silver from a country.wWi an hriport surpl\lSI • 
There follows a fall in prices in this cOl,mtry; which leads to a 
stimulation of exports and a falling off C!f impo~. Where 'pto.: 
hibitions on the qport of pi'ecious metals are in forte, the 'prip, 
level in the country ou..the other hand Femains ..unaffected; but· 
the same adjustment takes place ultimately throug~~ 1Il0veme.nt 
in the foreign exchanges. This movement in the fQreigI1 exchanges 
leads tGdomestic 'goods being cheaper abroad; where tho·domestic . 
prices are Uhchanged, and contrariwis~ .the: priceS. of foreign 
commodities rise in the COllI!try, ",here the priceS iloroad"remlPP 
,Ubchanged. The goal <;an be am.ve.d at therefure through. an 
adjustment in the foreign"cicchariges,j.e. more precious metals· 
can be kept in cir~ulation thay 'rere otherwise :p0Ssible. lnthis 
respect, the criticism of exp<1it prohiQitions . through ~he, later 
mercantilists was d~idedly fals~though it shqtildnot l>y . any 
means be assumed that the earlier mercantilists either had a clear-
conception of these phenomena. '. 

Where hindrances were placed on the movements or-the 
precious metals, the foreign exchanges had no _ necessary coi!.'· 
nection at all with the m~c. content of the coins, 'This JIlay 
already be seen in the fact that foreign claims !>n a ~lf l).Umber . 
of natiye units of money do not, in SUch a case, give the foreign 
creditor a chance of receiving precious meta:Js. in retutn: If only 
gives him as milch' purchasing. power as is' represented by the 
monetaryunits in the country. But it is easily seen -that this truth 
was difficult to recognize. The best illustration of this is, perhaps, 
the fact that it waS not clear even to such critics of mercantilism 
as Hume and Adam Smith. Adam Smith, in fact, regarded the 
matter in this way, that if an increased quantity of the precious 
metals were retained in the coUntry, a rise in prices would ensue 
and consequently the exports of the country would be discouraged 
and foreign goods would be enabled to prevail in ·the domestic 
market. He did not understand that the foreign exchanges would, 
as a result, bring about a lasting adjustment and once again bring 
about a state of equilibrium between imports and exports.tO 

.0 See above, note 5.-Hume Es_ (oote '0 in ch. 3): "Of Money" (cd. 
Green & Grose I 311).-Adam Smith, WIllltJ& ",Nations, Bk. 4 ch. 5 (ed. C .... 
nan II '2 f.).-Ricardo'. criticism, Prin<ipUs '" PolitietJJ ~ I11III T IJXIIIi«t, 
ch •• 6 (ed. Gonner, Lond .• goB, 2'3 f.). 
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And 10 if HQDie and Adam Smith. the muth allIer th~l.I. went 
UtJ'.JY on tho point, it iI Dot surprising that the mercantililta did 
likewjae.·' . . . .. . .. 
" 1Q.oo c:Gn~pti8D o~ the par of exchange U a 110I'III for the foreign 
IIIkhang. Clbuld> be mhtai<en, precildy in the monetary .yatem of that 
tfmlll even if the Inteni8tional movemenll of the pnciOUI metala 
~n codntriea were~t obatrucledo, Such a lituation would ariae 
if thf'purchuing power of'fhe coina wu made btgher than the pur
c1\u1ng,power Of, the ~oUl metala CI!Intained in them in one 
£Ounll'y llaag to lnother. ThiI idea wu of little importance to con
~mpo'VY tlleDt'Jt It i. only lIlentioned in pauing .. t this juncture 10 

at IlO~ to-omit ",~'theoretical factor of in-t. wbWl had lOIRe 

blOuencc'on th~ actual monetary policy. in .pite of i~ inlignificance 
with ~pi-cl to tho economio-outlpok. .. -
, It. "10 In the ~ng powit of d.q Il!Iina above'"the puidwlnf 

powu of Ih~ metal content is JX-ibll: uder a -ned ~ 
~. Thil, tbt aaunple.~_ applied with ~ to lilver in the 
bi.meWliat ayatem of ,the .... tid CaiQJge Union after 1878 and in 
S-'1Il\ with wegar4 .0 gold In the late war. In itlelf, it is by po meaDI 

.remarkabl. that metallic currency can aceed die value of the metallic 
flOn1ent. Oil principle It II the IIIUDC. u having paper IIlOIle)' with a 
hialtv value than the actual paper. We can .y that, under a managed 
currency, eoinI are nota, prin1ll:d OIl'metal. The conditiona lOr this 
we~ undoub~y given under ~Iiliam, lOr the right ofindividuaia 
to -coiiI pNelO\1l mctall, which is y.ohat definitel, pr'C'VaI. a rile in the 
w.lne of Iba coI1It \Mf the YaI¥e 'Of the metal content, wu at Ieut DOt 
~niftd. hWAtpPisi,b1e IberefOre that ruIen crea1ll:d lOr thepeIwa 
i.coiaqe with,. p~ po~ above that of ill metallic ODDtent. 
'I1IJI wo..w Jlave kept dow. Itle cbDestie price J.nod and in the lane 
run would have led cdIrit ,.,- to an incn:ue in thi fOre:9a'va1uatioD 
of \he domestic turftDCY ova' the par of adwtge. But DO IiIwr would 
have ~ brought into the COUntly u. rault," the higher purc:Msinc 
power held DOt lOr 1i1ver but .. IiIwr c:oim, which oou1d DOt be 
acquiftCI through the deli--, of the amount of IiIwr cootained in 
them. How far the sovemu-II of the time apprecialed the pc.ibility 
.. _ here it dillicult to cletenniDe IIIICIer the oonI\aed c:aiDa&e _ 
ditioN. But tMre can be..., doubt that 0-. V_ did ~ of 
thillort in the latllllr part ofhja Rip. , 

Then ... another _ which ~ .¥II the __ ef&:d. 
thouah DOt ~Iy, namelythe-ued ......... lfthiw-*d 
the _II ofc:0inia8.the deliwren oflilYa' rea:iwd a quantity ofooina 
ill ftIUI'II of Je.er IilYa' GDIItmt tbaa the IiIwr they had Illuded ilL. 
If the rulen ths JMlt back the 1UIpI ..... 0-. V_ did. the quantity 
oflilwr in cimalatioa ~ aDd the caiDace __ ill whir: .a
h. allvePeon_t. Bu. il'they MNdt ooina _ their _ aa:GIIDt &c.a 
the ...... the CIOia willi __ railed .a- the IiMr ....... 
.. ...... I 
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We may safely assume that the latter was the rule.l1 Even if this factor, 
too, presumably played no great part, it certainly existed and to that 
extent demonstrates that the explanation for the mercantilists' con
ception of money cannot be discovered primarily in the actual mone
tary conditions of their time, but in quite other causes .. 

The primary interest to mercantilism ofwliat has been discussed 
here is that, if the writers of the time had rightly understood it, 
they would have ~een the uselessness of aiming at a par pro pari, 
when the actual equilibrium for the foreign exchanges was other 
than the par of exchange. But after Malynes, the whole of this 
consideration lost any interest that it had had. The points ex
plained here were, moreover, useless to the mercantilists, for what 
they wanted, an increase in the quantity of money in the country, 
could not be achieved in that way. However, it could be attained 
through '6omething quite different, and that, on the other hand, 
is important, at least in theory. 

Even without hindrances on the export of the precious metals, 
it was possible to increase the native circulation of money, at least 
to a limited extent, and to raise home prices; what is more, this 
possibility was completely in line with mercantilist economic 
policy, though not with its monetary policy. That the policy 
which we have in mind had also a monetary essence was, as far 
I know, quite hidden to the mercantilists. It was the eommercUd 
polio/-hindrances on the import and the stimulation of the export 
of commodities-which must have contributed to raising home 
prices. This must have raised the quantity of precious metal in 
circulation within a country under a purely metallic currency 
and under conditions of mobility of the precious metals. The 
chain of cause and effect is as follows. 

One-sided. hindrances in interl)ational' tradv--in ,this ease 
hindrances on imports--effect a dislocation in the equilibrium of 
·the foreign exchanges. With hind!ances on imports it becomes IlQ. 

longer so profitable to use foreigri ~. as it was before, while 
"the demand of other countries for the :native goods in general 
remains unchanged. Under a purely metallic standard this leads to 
an influx of precious metals into the.country with a consequent 
rise in prices. As a result imports are stimulated afresh and (or) 

11 On Gustav Vasa: my essays "Svemk natura-och penninghushA.Ilning i 
ild", tid" (Ekmtomisk TuJslrr. '923) 275, and "Gustav Vasal myntpolitik" 
(Erutorisk TiIIsIrr. 1926) 370 fr.; d. A. Jqhansoon, "Penningvasendet UDder 
Gustav Vasal regering" (w. 252 f.).-On the JDODetary I)"tem in general, 
_, e.g., the compilation by E. NUbllng, z .. Wtihnmgsgudridru Ju M~ 
tJlkrs (Ulm 19"3); G. Schmoller, Gnm4riss d6 .tJtg-wn y~ 
II (Lp". '904) 74> 83; soun:eo in Schanz (_ above, IIOte 3), etc. 
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exportl are restricted, until the impona and the exportl are once 
again equilibrated. But thil result-equilibriumof the foreign 
exchang~ attained on the buil of a larger quantity of money 
and a higher domestic price' level in the protec~ country in 
comparilon with the previoUilituation and in contralt with other 
countries. The foreign exchanges thUi remain unaltered although 
the price level hu rilen and the quantity of money is, u a result 
of the import hindrances (or export premiums, or both), increased. 
Thil iI due to the fac~ that u a cODiequence of these meuurea 
it is leal worth the while of mcrchanta in the country to buy goodI 
from abroad or, convencly,it iI more profitable for foreignen to 
buy native good. than it wu before. For this reuon, the fqrmer 
have lea Ule fot claims on other countries, and the latter greater 
uae for claims in the country in question than is indicated on the 
buil of the domestic purcbaaing power in both countri~." 

Thil atate of atrain representa the "cunning of reuon", or if 
you will, ofabaurdity; for it moWi that without being aware of 
it, the mcrcantililta worked towardl a goa1 by the aid of their 
-u.J 1Dhi.1 whicb their monetary policy wu intended, but 
unable, to attain. However, u pointed out in the introductory 
chapter of thil part, thil procedure wu almost certainly of very 
limited practical 1COpe, not because it is difficult to influence 
money and prices in thil _y, but because all countriea acted in 
a like manner, and the quantity of money could not be increued 
for all of them together 10 lone u a purely metallic ltandard wu 
maintained. If paper money mcrcantiliam had been triumphant, 
thil result might have become importanL But in any cue the 
aituation does not diminilh in interest with rqard to mercanti1iam., 
for, on the whole, the importance of mercantiliam lay more in ill 
lcIf.imJMlRd $asb than in ill accomplislunentl. Mercantiliam·, 
desires hi.rmoru-d better wlth the goa1 it aet i~ the increue 
J.o the quantity ... money in the country, than free trade thcorisll 
• have generally admitted a.nd'"than the mercantililta themaelwa 
recopiaed. Whether their Itrivm, after an inc.reue in the quantity 
of money had any poiat at all II a tota1Iy different qllCl1ioa. 

.. THB CON\"&NTtONAL NA'IUU OF MONEY 

The rea1 eDeIlce of mercantiliam u a monetary system _y th .. 
be talts .. clarified. ne~tioD of the mercantililtl _y be 
explained without any p:at difficulty .... attaDpt 110 6Dd a _y 
throu&\ the pen1 tancle ofaaaewy policy. 

_ .. s.. ..... ,er.. ....... -,. 
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In conclusion, however, we must point out that the mercantilists 
themselves were in no way aware that they idolized money and 

, the precious metals. On the contrary they often explicitly empha
sized their consciousness of the conventional nature of money and 
its limited function" even to such a degree that it must be regarded 
as their general opinion. Almost everything that they stated on 
the matter had' age-old roots reaching back to Aristotle and the 
schoolmen, but what is important is that they held fast to it. 
Several examples finally may serve to illustrate this aspect of their 
outlook. 

In the above-mentioned speech made in the English House of 
Comrilons in 1523 it was stated, indeed, that in itself there was 
nothing against a leather currency to supply requirements within 
the country. Shortly after, the advocates of coinage depreciation 
in Saxony pointed out that it was much easier to discover a remedy 
for a surplus of money, than for the prevaiIing money scarcity; 
in this they did not want to prejudice the issue so as to suggest that 
there could not be too much money. Once again, a few decades 
later, Hales, through the mouth of one of the characters in his 
dialogue, repeated that it was a matter of indifference what kind 
of money was current in the country, even if it were leather. The 
person through whom the author himself speaks did, it is true, deny 
this without further reason given, but he admitted that "Men 
commonly say so". • 

In the 17th century the view assumed more definite shape. 
Montchro!tien's emphatic stress on the importance of goods has 
already been illustrated, and similar English utterances on the 
point have been reproduced (I1.S. 189f.). Petty also reckoned 
with the possibility of too much money. He identified himself 
with the conception that the proper measure of value should be 
the two "natural" elements, land and labour (1662). The funda
mental anti-money attitude of Becher has been illustrated above 
in detail. Even mercantilists who manifested complete approval of 
the existing social order expressed similar aentiments on this point. 
Thus the author of The Use aruJ Abuses oj Money (1671), a con
temporary of Becher's with inflationist tendencies, declared that 
so far from money being the summum honum, the greed for it was 
in fact the summum mtJium. Davenant ascribed the decline of the 
human race to commerce. As usual one finds in him a recapitu
lation of all that had been said on.thh matter previously: the 
conventional nature of money simply as "counters"-the same 
picture as Locke used a few years before (I1.S. 225 f.) ; the possibility 
of having too large a quantity of precious metaIs--Petty's view; 
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and the great importance of other objccli ofwealth besides inoney: 
Schr6tter, the Austrian mercantilist, though he took fI.ia ltand on 
the formula that the wealth of a country _ to be judged by ill I 
quantity of money, gave u hia only re&IOn for ,this limply that I 
gold and ailver by general CODleDt were "the pnivenal price of 
all thin,,", and not that they were valuable in themselves. The 
examples could be lupplemented and prolongtd further.ll• 
vMercantiliam u a monetary ayatem ia thUi not to be exp1alned 
u a colllCious idolatry of money. The vital point in it in the field 
of the rational wu the concept of the function of money and the 
precious metala in aociety and for the development of economic 
life which it intended, i.e. (If u capital and income, (~r in 
circulation and (3)"1n international achange. How thia &rOle we 
have endeavoured to demonstrate in the foregoing exposition. 
At the lame time it ia not to be denied that unCOIllCiOUI ideu 
contributed to thia view with regard to money and the pn:ciOUI 
metala and their function, and that auch IIIlCOIIIcioua e1emenll 
provided a halo of aignificance to the tamI &old, ailver, and 
money, which ia not exhausted by the Cu.nctiona COIIICioualy 
ucribed to them. 

II PM ~ (_. ia da. I) 6s--(HaIoo). ow-. "II. C
W""'3,1,-huy. T ...... "T-. ..... (1!.caL WritiDp I 44)·-U_..tA'-' " 

. ~ ~-Da-""ow-- U 16, 61. 'IOt,_~. da. et 'So 
,I t I ('II ed. llito 168 r.).-Hania, &0,..- peniaIIarIJr wdJ.b ....... 
~ ollhla....-. ana s. de c.-.. Lt __ ""'" (Puia 1600)., 
• pamphlet _lad bdOre ia IhNe ........ II ;. aIIo evickoIllbu G.- • 
.. ....-lly diu ~ "'the oubjecliw wIuo theory. e,c ...... !he 
IoIIuwq ....... : ML· ................... I'~ ........... .. 
l- .. ..a...) ___ ......................... d'iatUeo [ ....... ) liN 
• _d"Jo.-II-m etde_liocuho&qa' __ ...a-a.e ... 
.Ie tlia q ..... "'--a- ... doaoos .......... 1'oaIiliIf,. - ........ pIUir • 
.... ...... .. ruiw d'icdIoo" (47 t).-a. L Ii.. 1..1'*- -n. ..... til-
c-..,.r ol'''''''' ..... ''--' J..abaur''' (&.ooIir ~ So",' ... 
Ibo &.ooIir"...., II '931, .... ). 



APPENDIX 

MERCANTILIST LITERATURE IN MODERN WORKS 

The treatment of mercantilist literature bas not been the strong point 
of modern works on mercantilism. The reason for this is that economists 
with a theoretical training have paid little attention to the history of 
mercantilism. Nevertheless, in so rich a literary output as that on 
mercantilism, there are naturally treatises illustrating points within 
the literature; moreover, numerous works give long, connected 
extracts from different parts of the contemporary literature. In the 
following, however, I omit both those works dealing with economic 
history or mercantilism as a whole, as well as treatises on the history 
of economic thought or economics as a whole. With the exception 
perhaps of the great work of Sombart, none of these authors bas, to 
my knowledge, anything vital to offer for our purpose. 

Compared with its importance, English mercantilist literature bas 
really been afforded very scant treatmenL There is no single work on 
its general devdopment which is of more than purdy historiographic 
interest. From the latter point of view, however, Wilhdm Roscher's 
short essay written as early as 1851-52 must be mentioned: Zur Gu
ehi&hIe tier mglisehm Vollcswirlhse!lllftslehr. im seeh<:#lrnlnl rmd siebQIuIIm 
Jahrlwnderl (Abhandl. d. Sichsischen GeseI1schaft der Wissenschaften 
III). A later, but likewise very summary, piece of writing is Hjaimar 
Schacht's thesis: D" tJzeor.tisehe Ge!llllt tks mglisehm M"kantilismus (Kiel 
1900). Surprising as it lDay appear, there is no modern exposition on 
the subject nor any comprehensive survey by an English or American 
authority. I omit monographs on individual authon although they 
are numerous; they have rarely had anything important to offer. 

In pronounced contrast with this, Gemum mercantilist literature 
bas been subjected to a, comparatively, very detailed modern treat.
ment. As regards versatility and thoroughness, no work can com
pare with Roscher's Guehi&hIe tier NatUnuzl-OekotunniJc in DeutsehlotuJ 
(Geschichte der WlSSCIlSChaften in Deutschland, Neuere Zeit, XlV, 
Miinchcn 1874), although leading ideas and systematic arrange
ment leave much to be desired. In the present century con
siderable interest bas been reawakened in the so-called German 
Cameralists, the authors of those compendious works devoted, under 
the tI1Idm ,Igime, to the treatment of the art of government, above all 
the art of increasing the revenues of the prince. It was precisely the 
fact that the Camera1ists· did not isolate economic phenomena that 
led Albion W. Small, an American sociologist, to take particular 
interest in them. The title of his book indicates the point of view from 
which he wished to regard them: The CamertJiists, The Pitmurs ofGmruza 
SoeiDl Polity (Chicago 1909). Shortly afterwards a Danish book was 
published, written by Axel Nidsen, entitled in its German edition: 
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Du Enlsklw", tin tlmsefllrc K-.wJwismut:¥ iIII 17. ]1Ilrr1uwlm (Jena 
1911). Thia work underlakai the particular talk of demonatrating the 
dependence of the Camerallall on Aristotle. Thereupon there fullOWI 
two detailed German wora with eopioUi quotationa &om the relevant 
writlnga: Kurt Zielenziger, IN ./111 tlmselwrt K-.wJis/lll (Beitrlge 
aur Gelchichle der National-6konomie ed. Karl Diehl II, Jena 1914), 
and Loui" Sommer, Du Islnrfielti#itft K-.wJis/lll ill 401'*ftlUC1ridtI
lielwr D4I'Nu.., (Studien zur Sozial .. WlI'IIcbafla. und VerwaltuDga
pchlchle, ed. Carl GrQnberl XII-XIII, Vienna 1980, 1925). The 
two latler worka &lao dilCuu in detail the real meaniDg of the tenD 
mercantillat or CameraliaL & far u I can _ it Ia impossible to give 
a lingle &Illwet' to the question: for it mUit lure1y be e1ear &om the 
oullet that luch exprsiODl are limply inatrumental concep .. with 
which one atlempll to obtain a ~tler grup of the facti, and they can 
thUi be delimited In different _ya aecording to the particular purpoae 
on hand. For one Camer.1iat there la, finally, &lao a modern monognpb 
(Heinrich RllIer Yon Srbik, WiIAIIM _ SdIrIMr, in the SitnDglberichle 
der Akad. d. Will. in Wien, CLXlV: r. 1910). With the exception of 
Schr6tter (or Schr6der) and hie two immediale fOrerwmen, Becher and 
HOmigk (Hornigk, Horneek), the German Cameraliatl, ~, were 
imbued with a apirit of their OWII. In general char8cler, they had 
little in common with the wrilen of_terD Europe, who lived in a 
world of privale COIDIDeI'CD, ahippiDr and eredit and were immened 
id It, however much they may have liWed to grup ill man: proIOund 
aignificance. To force theae two groupe of wrilen into ODe and the 
aame catqory Ie to obac:ure a e1ear view of the &.eta. In addition. it 
mUit be aaid that, &om the point of view of general European history 
ofldeu, CameraIiam petered out, or at the IDOIt ran on uncIaIfound. 
to reappear on the aurface to 101M ex1IeDt in the IaCtiOD againat 
~ towarda the eod of the 19th -turf. On the deYeJopDeDt 
befbn ~ the CameraIia .. had DO .,.t in8-. and OD the 
development of ~ adeace their in8 __ pabape _ -For _,her ...... the literature of the X..".,. tUea a au ..... 
dinale poIltiOD in the __ t of_tiliam. The idcu _taiDed 
In what we bave called mereantililm played a minor part in that 
Utopia of economic poIiticiul and aulbon of the I,. _tury. 
AIDonJ modem -tiaeI. I ahaIl tberebe aIIIliDe m,.ar to the _ 
acteaiblo of them. a -u.csocu-ted -': wilh apt and pointed 
eane1 ___ : Etiame I..upeyreI, c-wIoIt ., ~ 

..... ' ... ., Jr ...... .., .. ,... ~ .tlil ., R.,..a 
(~dar J.~iM:hea Go-IJacheft XI. Lpa. 186s). 0. 
the IWt. literature apiD, !hen ia a .a oflllllJlllOlfllP but they 
are aupty apriali-d and ill general haw DOt bcaa ___ hie ID -. 

From the middle of the IIIdl _tury -... ita additiOD ID the 
EnaIiah literature !hen ~ "-' -a CIDI:I'C:iIiDc .. eq..u, 
anat ina- OIl the ~ fill .... 'l"1uaup dUa ~ 
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attention was also directed to the earlier French literature. But before 
the end of the 17th and the beginning of the 18th century economic 
discussions occurred only sporadically in French literature; what 
have been brought forward recently as literary contributions to econo
mic discussions of the 17th century in France are mostly memoranda 
on limited questions whose influence could hardly have been great, 
and the economic content of French literature of that period is generally 
meagre. In comparison with this, the utterances of statesmen in general 
and Colbert in particular are infinitely more important, and from the 
point of view of ideas more important than those of any other practical 
politician. It is true that in the latter part of the reign of Louis XIV 
economic necessity and difficulties evoked a series of noteworthy 
pamphlets, primarily those of Boisguillebert and Vauban. The first, 
however, definitely belongs to the precursors of the Physiocrats, the 
latter was preoccupied primarily with taxation problems which gave 
him little opportunity to go into ordinary mercantilist questions. On 
the other hand, in the first half of the 18th century, there arose in 
France a discussion which has, with good reason, been described as 
reform-mercantilist. It is true that it contains no essentially new 
features, and it was not until the Physiocrats that economic thought 
received really original contributions from the French side. I shall, 
therefore, content myself here also with a reference to two modern 
treatises on French mercantilist literature. Fritz Karl Mann, Der 
Marscludl Vauban und die Volkswirlschajtslehr. des Merkantilismus (Miinc:b. 
and Lpz. 1914), is particularly extreme in denying to mercantilism 
the charaeter of a theory or a system. Paul Harsin, La tioctnTUs 
mont/air.s II financibes en Franc. du XVI' au XVIII'sUcle (Paris 1928) 
is of particular value by reason of its rich documentation, but it 
suffers from a tendency to draw far too broad conclusions from the 
occasional utterances of authors who have been considered unim
portant both by their contemporaries and also by earlier modern 
works. (Strictly speaking this book belongs to what follows.) 

So far we have considered works on the mercantilist literature of 
individual countries, but in addition there are studies of another type, 
with the object of demonstrating how a particular set of economic 
problems were regarded by contemporary writers. Contributions of 
real importance to the history of mercantilist literature are more 
frequently to be found in works of this latter kind. The younger 
American researchers have been particularly prominent in such 
contributions. Thcy have been stimulated in this by the American 
interest in the study of economic theory. 

Among the relevant works in this connection chief prominence 
must be accorded to the book by Edgar S. Furniss, The Position of 1M 
Laborer in II System of Nationalism, A Study of 1M Labor Theories of 1M 
Latn English Mercantilists (Hart, Schaffner and Marx Prize Essays, 
xxx, Boston and New York 1920), which for some unknown reason 
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hu not received much attention. The book U not properly appreciated 
if It iJ treated merc1y U a contribution to the ltudy of mercantilist 
literature. Although it draWl ita material &om that literature and eYeD 

confines ltaelf to one particular conaideration in ita choice, the poIiting 
of the problem iJ effected with 10 keen an eye Cor what u vital, and in 
additiont he work UIO entirely he &om any tendency to the apologetic 
or the reverse, that it cannot but be characterized U one of the beat 
pubiiabed contributions, 10 far, to the ltudy of a lpecial upeel of 
mercantiliam. Neverthel.... there iJ something to be deaired in the 
knowledge Ihown of modern economic treatment of the lubject, u 
well u In accuracy of detail. 

The remaining works in tbiI group may be enumerated quite 
briefly. 

From the point of view of economic theory, the connectiOll between. 
the monetary Iystem and foreign trade mUit receive primary mentiOll. 
It il preciJely tbiJ connection wbi~.h iJ the lubject of a more recently 
publiahed treatise: James W. Angell, Tlw n-,,, IIfIIfMlioMl Prim; 
HislM], Criliei.nft, .. ~ (Harvard Economic Studies, XXVIII, 
Cambr. Mua. 1986). The brief obaervationa made in the treatise 
with ~ to men:anti1iat doctrine do not, however, penetrate to 
the core of the problem. Aa Cor the Iphere 01 the actual monetary 
ayatem, there II aIao a somewhat earlier treatise: Arthur Eli Monroe, 
M_,." 77wry tt.fon A_ SIoUtA (lUDe collection, XXV, Cambr. 
M .... IgaS). Great attention II paid there to men:anti1iat literature. 
but the mechanical diviaion of lubject does DOt bring out properly 
what II lpecifically mercantiliat in the main part 01 the exposition. 
Perhaps that _ DOt at all the intention 01 the author. AIao the brief' 
IUrwy 01 mercantilist monetary theory which II Biven in the c0n

clusion cannot compenua: fOr tbIa del'ect.-AD important element 
In the mercantiliat doctrine of ~ policy II treated by J. V. 
Tallqviat In a work called Mod..tilisfisia ~....w (Acta At:a
demiae Aboenaia, HelaingfOn 19ao). To my bowIedge. thIa ia the 
fint place in which the \nftationlam or that period is din!ctly COIIDC!Cted 
with the mone-tary ideal of mercanti1iam; and that is a creat advance. 
On the other band ita analyala aDd critic:iam auffao by ~ of the 
IIoct that the problem is DOt treated -any &om the point 01 
view of monetary theory. The author limita himIdC eo the problem of 
whether bank _ can circ:ulate witbaut _ CII' the obIiptioa eo 
redeem them. The effect 01 the output of paper .-y _ the ftlue 01 
money and on the ecooonUc ayatelll in .-..J _ the 0Iba- bud ia 
not clealtwith CII', at leu .. not Bi- prominmce. Aa a rauIt the ItI'eIIIIb 
and -"- 01 the mercantiliat dien ..... are not brouPt out _ 
well u they could haw been. Another _tnl part 01 the _tilid 
theory, the theory of the ...... of trade" _ made the auI!ject oIa 
apeciaI piece 01 ~ at quite .. early cia." DaIIIely in a -U 
book, not witbaut -.it fOr 'aa u. allbougb -'iDiobed: Edmaad 
~ _ H~ ~ c...wMr • H"'+iIe~. (Batie 
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1880); the subject was taken up again later by a Finnish student: 
Br. Suviranta, The Theory of the Balan&e of Trade; A Sludy in Mercanlilism 
(Helsingfon 1923). The treatment in this Iatler work contains much 
that i, stimulating, but if it attempts to rehabilitate mercantilism by 
referring to the specific monetary conditions of the 17th century, !he 
atlempt is doomed to founder on !he chronology. The fundamental 
conception of mercantilism was, in fact, already present in the Middle 
Ages, and its evolution into a balance of trade theory dates back at 
least to the middle of !he 16!h century, that i, to the time before !he 
great increase in the world', quantity of money, !he cessation of 
which is used by the au!hor to explain the endeavoun to increase !he 
nation's stock of precious metals. Of particular value finally is a long 
essay by J. Viner, "English Theories of Foreign Trade before Adam 
Smi!h" (Journal of Poiilieal Economy, XXXVIII, 1930), of which I 
have given an appreciation above in Chapter I, note 7. 

I must confine myself to !hese brief references; many of !he works 
relevant here !hemselves contain a sufficiency of further references. 



PAR.T V 

MERCANTILISM AS A CONCEPTION OF 
SOCIETY 



I 

THE CONCORD BETWEEN MERCANTILISM AND 
U1SS~.F,AJRE 

The doctrine of mercantilism is not exhausted in a description 
of ita economic content in the narrower IeIIIC of the tenn, auch as 
wu attempted in the two foregoing pana of the present work. In 
other worda in ita conception of the proper economic policy to be 
punued, mercantilism wu alao dominated by certain typical 
aocial ideu: by the conception of how aociety u a whole or man 
u a aocial animal wu created, and how therefore he must be 
treated. This uped alao mould therefore be investigated if we 
are to undentand why mercantilism became what it did. This is 
the lut tuIt of our exposition of mercantilism. Even this pre
liminary definition of our tuIt moWi that no attempt will be made 
at a treatment of the phiIOIOphy of the atate or conception of 
lOCiety prevalent at that time. Only as much of this outlook of 
the time must be treated as is necessary to deduce from it an 
explanation with regard to economic policy and the conception 
of it. 

The lpecilic economic doctrine and the general lOCiological 
theory hannoniaed in this point. that by way of contrast with 
the concepta of earlier ages they repreaented lOIDething new and, 
moreover, they were largely conceived to be 10. The mercantilista 
always aligned themaelYc:t with the refonnen; consciOUI con
aervatWn _ foreign to them, however much in practice they 
capitulated to the hardy vitality of medieval municipal policy. 
An author 10 entirely IacIting in modern characteristiCi u Malyuea 
wu able to aaaert proudly that his favourite doctrine. that the 
foreign exchangea dominate gold and commoditia, had never 
been clearly perceived by the great c:1assical formmnen, Aristotle, 
Seneca and Cicero, "who were but in the infancy of Trade". 
His opponent Mun. who took his stand OIl the fonnula that the 
export ofprecioua metals _ a means b increasing the "treasure" 
of a country, asserted that that _ "so contrary to the common 
opinioD. that it will require many and ItroDI argumenta to proYe 
it bdOre it can be accepted of the Multitude. who bitterly exclaim 
when they see any monies carried out of the Rea1m. ... Similu 
utterances on the part of Petty, DaWAaDt and othen are to be 
towad in sufficient Dumbel'. 1beomical mercaDtilism rally 
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attempted to break new ground all along the line and moreover 
it was conscious of the factl 

Nevertheless there was an essential distinction between the 
economic and the general social doctrines in mercanti1ism, which 
becomes apparent precisely when the question arises of its relations 
to the foregoing and subsequent phases of development . 

..In many respects the economic doctrine of mercantilism was 
merely a first attempt to bring logical order into the confused 
jumble of phenomena. There are few spheres in which the 
ancients contributed so little significant thought as the economic; 
and as for the Middle Ages, in the main they lay in the shadow of 
Aristotle. It ·could not therefore be expected that mercanti1ist 
economic beliefs should be anything but primitive. It followed, 
again, that they necessarily stood opposed on vital points with a 
later more penetrating conception. And in fact this was so. 
In purely economic matters the contrast between mercanti1ism 
and laissez-faire was fundamental. If this contrast had many 
causes, one of them, if not the most important of them, was the 
fact that only gradually did men learn to penetrate the dark 
arcana of economic relationships. The literature of the end of the 
17th and the beginning of the 18th century, as we have learnt in 
the foregoing, demonstrates quite clearly the progressive meta
morphosis in the fundamental outlook ofmercanti1ism, consequent 
quite simply on the fact that only gradually did the human 
intellect master its economic probleIns, and thus in many respects 
the development was determined from within, by a devolution of 
the ideas as such. The following century was then to experience 
the final irruption of this metamorphosis, namely the rise of a 
science of economics. 

In modem <treatments of this problem the cause of this change 
is usually sought in other spheres, that is in external circum
stances and their reaction on the economic ideals and the aims of 
human beings. That this also played a great part almost goes 
without saying; here as throughout we are dealing with an 
extremely complicated interplay of the most yaried intellectual 
and material forces. Nevertheless, it may certainly be said that 
the so to speak autonomous development of the purely economic 
doctrines, the struggle of the mercanti1ists with the logical con
sequences of their premises, has usually been underestimated in 
modem treatises. The proof of this lies largely in the general 

I Mal}'Iles, Lex M"UJJoriJJ, Part 1 ch. 10 (.st eel. +(6)~Mun, Engltmd's 
T,MlS7In by Forr.,;g.. T,1IIiI ch. + (eel. Ashley .g).-Davenant, EIs..., II/HJII ; •• 
M,tJrods 'If Milking • •• GaWrs in IIr4 BIIIJanu 'If T,1IIiI ( •• t eel. go).-Petty, Pol. 
AriIIrm. ch. 10 (&on. Writings, eeL Hull,l 313). 
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conception of lOCiety on the part of mercantilistl. For had the 
change come from without, in all probability it would have 
~ached economic doctrine via a coHtsponding change in the 
general intellectual climate or W.z~. However, a .tudy 
of the aoclal .tarting-pointa of economic ideal abows that the 
change from mercantiliam to liberaliam was II1II primarily a 
change in the general conception of lOCiety. 

In fact it moWi that the mercantilist conception of lOCiety was 
not of the wne primitive D&~ u the economic thcory apecific 
to it. The explanation it obvioua: the mercantilist conception of 
lOCiety wu able to build on the intellectual achievement of 
aeveral thoUJalld yean. It fo11oWl,further, that mercantilism u a 
conception oflOCiety.was by no meaDllO diff~t from ~ 
lai" in the wne regard u was the caae within the economic 
.ph~; in the lint-named field they had a much longer common 
hiatory to build upon than in the aecond. It it even JIOIIIble to go 
farther and affinn that on many pointa both mercantiliam and 
~/";,, ~ baaed on __ IIW _ conception with regard 
to man u a lOCial animal, and that both had the same view of 
what the proper method of ~tment of thia animal mUll be. Aa 
for the general conception of aociety, a Iharp diviaion obtaina 
benfteD the Middle Ala and the f0110wiDg period, and another 
division not 10 abarp between ~/'" and the COlIICIVative 
or hiatorico-romantic conception of lOCiety; on the other band 
th~ it DO ~ dividing line between men:antiliam and ~ 
I.u. in thia field. That thia was 10 in the IICtual philoaopby or 
thcory of the .tate can bardly ever have been doubtful. The 
doctrine of,..,.,., ",AI. the main 1inea ofwhich were laid down in 
the lut few centuriea of the Middle Ales, and which came to 
IWl 80wer in the 16th century, dominaml apec:ulative ICIltiment 
until the adYeDt of the hiatorical apirit at the bcginniDc or the 
19th century. And thia geoeralization appliea DOt only to thia 
limited apbere, but also to the gmera1 aoc:ial orieDtatioa. The COD

cept of man ia aociety ftID&iDed the lame in ID&IlJ vital pointl. 
Tbia gave men:antiliam and ~ CIOIIUOOD fta~ even in 
connections other than, apecific:aIly, the pbibophy of the state.. 
Partic:ularly typic:al and well ~ ue the tluada hindioc 
Hobbes, the IDOIt IlCUtIi pbiloIopbet or the xbool of aaturaI 
righll, but the theoritt ofahdute aovenm-t. oa the _ band. 
to the £Qg&h utilitari.ull. Beatham,J- MiD. andJobDADItiD 
oa the other.' 

• ~ ... ..J.IDMr.,..."....".,.".. ............ " 7Wo __ 
........ (Laood. lag,) Is; L. ~ flit ..... ~ (LaM. Ip) I 
,...t,1I 76 It, III Pl. ses; P . ......................... iII._ 
CiloooWIt ~ ....... .,.y a6J «. 
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What cries out for explanation in this situation is not the agree
ment itself, for that is to be expected. What is contradictory is I 
merely the fact of the identity of the general conception of society . 
in mercantilism and in laisse;:-faire existing side by side with! 
vital differences in the economic doctrines. How could a social! 
philosophy common to mercantilism and laisse;:.-faire go together' 
with an economic system which in mercantilism was as far apaut 
from that in laisse;:.-faire as are the antipodes? It is this question' 
which we shall endeavour to elucidate in this part, after the, 
mercantilist conception of society has been adumbrated in its 
most typical features. 



II 

THE NATURE OF THE MERCANTILIST CONCEPTION 
OF SOCIETY 

I. FREEDOM AND TRADE 

Peculiar u it may appear, mercantilism in fact. and even more, 
in the eyea of ill representativa. wu directed towards liberty J 
.rid on account of ill general economic teadency primarily 
toward economic liberty. 

In the lint place thia made itlelf felt in the purely practical 
aphere. It wu a natural corollary of mercantilism in ill capacity 
of a unifying agent. Since we are concerned here with the tasb 
which mercantilism impoaed on itlelf, we may overlook the fact 
that it had little aucCeli in ita work u an agent of UDification. It 
ill obvioul that the endeavoun to attain economic unity within the 
atate would. if effective, have resulted in greater freedom of 
economic life within the atate. Domeatic tolls, \ocal privilcges. 
and incqualitiea in the ayatem of coinage, weighta and meuurea, 
the absence of unity in lqis1ation, adminiatration and taxation. 
it wu against theae that the mercantilist atatmnen Itruggled. 
They therefore oppoted everything that bound down economi~ 
life to a particular place and obstructed trade within the bound.:\ 
ariee of the atate. Here again, they defended a revo\utionary,' 
principle; the revolution would, if it had been auccessfu), haw: 
abolished a hoat of hindl'&DClel to economic liberty. On thia point. 
the deacription of the indUitrial code and ita development in 
England (in the 6th chapter of the lint part) hu, in particular, 
given many illUitratiOlll. 

At the aame time. our CODcer1l here iI with efl'ona which did 
DOt postulate economic freedom u their theoretical atarting-poiDt. 
but which did indirectly tend in the same direction. in 10 Car u they. 
had any effect at all. The aim wu the superiority of the state over 
all other IOrut within a country. But in Ktual £act. the theoretical 
atrivina after liberty OIl the part of the _tilista went ever 
10 much further. It wu romciousIy If'OUDded in a theoretical 
~ption of the utility of freedom. &Del _ theIdOre made, at 
leut in principle. to apply evea bryoacl the bowxIarica of the 
state. A I'Q.t host ofilllDtratioal may be adduced in pool oCthis. 
The actual DOtioaa or the _tilista do DOl tally with the 
idea IISIlally held with rqud to them,. &Del their __ are nm 10 
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contradictory among themselves that it appears suitable to 
document them in detail before entering upon explanations. 

If the fact was altogether too obvious to overlook that the 
mercantilists arrayed themselves on the side of liberty, this has 
usually been explained as an effect of Dutch influence. The 
explanation was obvious in so far as Holland was on the whole 
the model country to which the mercantilists referred at every 
turn, but precisely for this reason the explanation is unsatiSfactory j 
for if it held, mercantilism would have consisted throughout in 
an imitation of the Dutch, which was very far from being the case. 
The best evidence for the central position of the belief in liberty 
in mercantilist ideology is to be found in its most prominent 
practical representative and statesman, who did not by any means 
choose the Dutch in particular for his schoolmaster. 

There are very few slogans of such frequent recurrence in the 
voluminous correspondence of Colbert as the phrase "Liberty 
is the soul of trade" (Ia libertl est l'dme du commerce) j and it is to be 
found also under many variations. Sometimes he said that trade 
had to be "utterly free" (extrlmement libre), that it was "the result 
of the free will of man", that "commerce consists universally in 
the liberty of all men to buy and sell". In another place he wrote 
"His Majesty has long been aware on account of his great 
experience that liberty is the soul of trade and desires that 
merchants should have complete freedom to do as they wish, that 
they may be induced to bring hither their food-stuffs and merchan
dise which they believe they can sell in the most rapid and most 
secure manner". This was by no means merely a phrase. In fact 
Colbert never tired of reminding his intendants within the country 
and his governors in the colonies, or even of threatening them with 
force, if they seemed to him to be placing obstacles in the way of 
trade. A typical example is one of his letters of the year 1671 to 
an itinerant intendant. The latter had drawn up and forwarded 
two ordinances. Colbert replied and wrote that if he sent him 
such ordinances again, the King (i.e. Colbert) would be compelled 
to dismiss him: "For ten long years His Majesty has worked to 
create complete freedom of trade in his realm, has opened his\ 
ports to all peoples that trade may be increased, and in these I 
ordinances (of the intendant) there is not a. word that is not calcu-. ' 
lated to fetter this liberty of trade which is the soul of commerce· 
and without which it could not exist. The object of your mission 
is to increase this liberty."1 . 

On this point, Colbert distinguished himself from other mercan-
1 LettrIS tie Colbert II 473, 477, 632, 681, III: 054 
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tiliIlI only in hil tendency to formulate hiI views in more theore
tical temII, Similar examples are to be found in almOlt all others, 
Laffemu, one of the oldest mercantililt writers in France, called 
one of hil pamphlell Lu iisanlrl d'_ lib"tI ,hIJr.u (1601), In 
connection with the assembly of the French Estates General in 
the year 1614-the lut one before 178g-the third estate declared, 
ltarting from colonial trade, that with reference to all branches 
of economic life, "Commen:e, trade and manufacturen, ought to 
be made free for all thin81 and for all places," In England Sir 
Edward Coke, the "Father of the Common Law", observed 
at roughly the aame time (16111), "Freedom of trade it the life 
of trade," Axel Oxenstierna, the Swedish Chancellor, who 
became the virtual ruler of hit country after the death ofGustaVUI 
Adolphus, wrote in 1633 that "trade hu been diminished, u it 
alwaya lova freedom", Five yean later (1638), the Swedish 
Government wrote to the city magiatrates at Riga. "Since 
commen:e it of IUch a character and faculty that where it shall 
be made to flourish and take ill proper coune, thiI must occur 
through liberty and the prevention of everything that might 
obstruct ill coune." Two DaniIh customl laws of the end of the 
century (1683, 1686) atate that they were drawn up "with 
particular rqard to the free and untrammelled coune of trade" ,I 
Becher lAid, "So should one also allow commen:e ill free coune" ' 
(1668), In other worda liberty u a condition of trade wu an 
axiom which belonged to the international phrucology of 
men:antilism. 

If it happened that a mercantiliat difl'ered fiom this opinion, 
his ObservatiON uaually show that he wu aware of hiI c0n

travention of the generally prevailing view, Thus tor example, de 
Villeneuve, the French AmbassadOl' at the Supreme Pone 
(17118/41), expressed himIelf against "thiI phantom which is 
called the liberty 01' trade"-oowadaY' one would hardly expect 
to find the phantom at all in merantilism.l'_ --- Hille, 
an influential co-worker 01' Frederick William I 01' Prussia and the 
instructor 01' Frederick the Great in mattas 01' ecoaomic policr. 
declared that, in contrut with his 1DOIWdl. who repeated the 
Colbertian phrues. he held the --w tale" that trade must be 
free to be incom:ct, 01' at leaat DOt com:ct in all circumstances 
(...u.-u-.t)" 

• ... ~ de .61., _ ia C. PIoac, HW.ft ..... ..--
IV ( ....... e,.) .... -&.- Edw. 0DID0, 1'1 ' ....... o.t.Ioo .60., ..-. 
CuopbeII, LiIIoI " ... CIittf }It*a " ..... I s.,.~ ---, 
brI o.......~..., ......... ....... ltIIt ........ ., ......... 



276 MERCANTILISM AS A CONCEPTION OF SOCIETY 

It goes without saying that the conception offreedom of trade 
should not be taken in its modern context; but just as false as this 
assumption would be is the idea that it was pointless. The slogan 
of freedom of trade was employed-and not only by Colbert
as an argument for or against definite measures. The fact that it 
could occupy such a position in economic discussions shows that 
certain weight was placed upon it. 

\ Freedom of commerce included as a rule also freedom in the 
i exercise of any other trade, according to verbal usage "commerce" 
'(just as "trade") being taken quite generally as a collective 
definition of all industrial activity. In the sphere of industrial 
production there was in addition the attitude to monopolies, 
which has been treated in sufficient detail above in connection 
with the English industrial code. Even on the continent the free 
exercise of a trade was, in principle, regarded as theoretically 
correct. But it could hardly have any practical application on 
account of the impossibility of abolishing the medieval regulation 
of trade, and also as a consequence of other new ideals besides 
that of liberty. The situation here was reminiscent of that resolu
tion of the French national convention during the Revolution 
which aimed at abolishing the death penalty, but was made, so 
to speak, in the shadow of the guillotine, in other words on the 
assumption that an entirely new situation would arise to make 
the realization of this decision possible. But in Colbert's case, 
his theoretical attitude was not entirely without effect on the 
actual situation in which he found himself. A well-known utterance 
of his demonstrates suffiCiently what principles guided him in 
the matter (1679). "You may be convinced," he said, "that I 
shall never hesitate to withdraw all pnvileges if I see in it a 
greater or even just as great an advantage." And again, "It will 
cause great difficulty to obtain exclusive privileges for all manu
factures already in existence in the country, and they (the privi
leges) will only be maintained for such as are entirely unknown.'" 
Here Colbert adopted the same attitude as was expressed, in its 
b~t known terms, in the English Statute of Monopolies (1623/24-), 
which is still the hasis of modem patent legislation. 

To this attitude several different factors contributed. 

letters, 17 April 1638 (Swedish Royal Arehivea), respeetively.-Denmark: 
after Birck, Told og kcis. 50.-Beeher, PolitiscM Dis&urs, Part 3 ch. I (1673 
eel. 263).-Villeneuve: quot. Masson, Hill. du eomm.ftrlllf. d41u t. Lmw "" 18' 
Mt. 15.-Hille, etc.: quot. W. Naude, "Die merkantililL Wirtschaftspolitik 
Friedrich Wilhelms I.," etc. (Hisl. ZeiJsdrr. XC, 190'>, 15, 29, d. 34-40). 

, fJltru tk Colh", II 694 f. • 
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On the one hand it ahould not be overlooked what wu pointed 
out In connection with the anti-monopoly attitude in England, 
that even the medieval tradition wu aympathetic to a certain 
IOrt oC Creedom. The medieval influence wu thua not without' 
Importance to the notion oC economic: liberty under mercantilism, 
thua, for example, the previoualy quoted DimntrSf of ~ 
with Ita extreme anti-monopo1ist tendency preaervea clear tracea 
oC Ita intellectual medieval origin even towards the end of the 
1580' •• Ita tendency wu purely that of the policy of provision; 
it regarded the prinuuy disadvantage oCmonopoly a "a cauae of 
aU dearth and acarcity in the Common wealth" and a being 
oppoaed to the nature oC aociety and ita development in dtiea, 
whOle aim wu lito live in plenty and cheapnca" •• Here one may 
perceive a tendency toward. economic liberty that wu never 
entirely broken oft' and therefore connected medieval and 1Ar.r.~ 
JaiN ideala. In a Car a in mercantilism we are only dealing with 
the background of opinion which expressed itaeIC in traditional 
formulae, the heritage of the Middle Aga II certainly a partial 
explanation oC the .trivinga towards economic liberty. 

On the other hand thIa doea not provide an caential explanation 
Cor that enthusium Cor liberty which influenced economic realities ; 
and Cor thIa other origina mUit be IOIIght. 

An important cauae lay undoubtedly in the general intellectual 
development which ha uauaUy been derived from the Renaisaance 
_ conclusion that II not affected by the lively dilcussiona to-day 
on the nature and the fint beginnings of the R.enaiaance. In 
philOlOphy we may refer fint and for:emost to SpinoA and 
Hobbea, both of whom tried to characteriR aheolutiam a a 
meana Cor the realiaation of the inteUectuai fRcdom of the 
indiVidual.' But it cannot be _pbasiRd that theIe £acton 
had only a very indirect bearing on mercantilism and on the
mercantilista. The moat immediate urge Cor them _ .tiU of an 
economic nature, and it ia not difIicult to establish in thIa cue 
wberein their motive tomisted. . 

The decisive factor _ the beIieC in the blcaingI 01' ..... and 
the importance of trade Cor all the objectivea which _tilism 
pursued, DOt leat the interest in power. Tbia side of IIlCIQIltilism 

• Pr.1a T ........ DIoor.l1l.ai.-a. ........ 1.,. to 0 M t 
• s... ............ ,. ......... ..".ct ..... -'IloII-c-. 

..... the a......... 1I .......... 1a Ga-r.., ........... ....... 

................... Iifted,IIIoouP-tIM--.w,.... l1iwias-lia 
who .... -....u.d ...., _ ..... Ia i. e.-, ill a ..... wotaidIo a 
r.-cIl edi ........ _ ........... J. ............ ~ .. ___ 
(PaN 'm). 
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moreover has often been overlooked in directing'.' attention 
primarily to its industrial protectionism; and, to the extent that 
the "fear of goods" is most prominent, with justification. But for 
the mercantilists, the desire to rid oneself of goods was bound up 
quite closely with trade and more particularly foreign trade; and 
so the literal sense of the name mercanti1ism is not altogether 
misapplied. Partly, there were in this respect traditional con
ceptions, for which Seneca and Aristotle have been given as 
authorities, with regard to inter-state exchange as being a weapon 
in the wise hands of providence. Partly, too, and much more 
important, this belief was linked to the whole new tendency 
evoked by the influence of the merchants and the state's striving 
after power. In many respects this attitude presents a profound 
contrast with the medieval conceptions, for it was of considerable 
difficulty to justify pure trade, without the technical manufacture 
of goods, by the canonical social ethics and theory of value. 
But it is none the less possible to establish in this case, too, a 
certain connection with medieval ideas. 

The descriptions particularly common in the 16th century 
of the economic interdependence of various countries on account 
of the differentiated allotment of the material gifts of nature, 

) occasionally include a really lucid idea of the economic function 
( of international division of labour, and are probably, at least to 
some extent, to be derived from the religious and ethical heritage 
of the Middle Ages. 

It was in this sense that the English authors of about the middle 
of the 16th century pursued their arguments. The pamphlet 
ascribed to Clement Armstrong, called Howe to Riforme the Realme 
etc. (1535/36), was decidedly narrow in its outlook, but with regard 
to import goods it states that they are "needful for the common 
weal of the realm which God hath ordained in other countries 
and not in England". William Cholmeley wrote a few decades 
later (1553), "As God hath enriched us with wool, lead, leather 
and tin, so hath he enriched other countries with other com
modities which we may in no wise lack." It was the "Doctor", as 
usual, in the Discourse of the Common Weal (1549), who summed up 
the argument best. "Surely," he said, "common reason would 
that one region should help another when it Iacketh. And there
fore God hath ordained that no country should have all com
modities; but that, that one Iacketh, another bringeth f9rth and 
that, that one country lacketh this year, another hath plenty 
thereof the same year, to the extent that one may know they have 
need of another's help, and thereby Love and society to grow 
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amonlllt aU the more"_ pretty little aennon on the religiOUI 
lanctity of international trade. I 

The Engliah conception wu not distinguished on this point 
from the continental. One of the IDOIt detailed formulatioDi of 
the idea II to be found in a French ltatute of the lame period 
(1557). In connection with a reaolution of an uscmbly of the 
noblCl, extelllive export freedom wu commanded. The I'ClIIODi 
given are 10 verboac at to compel a certain amount of abbrevia
tion: "Experience hat alwaY' mown," it ruDl, "that the chief 
meaDI of making the nation and the lubjecta of the kingdoml, 
countiCi and provinCCl wealthy, rich and pl'Olpcrout hu been 
and ltill II the freedom of trade and commerce, at it II excrciacd 
with ncighboun and Itrangcn to whom they aclI and with whom 
they exchange food .. tufti, manufacturel and commoditica, which 
they carry forth from the plaCCI and countriCi that they find 
themaclvea in, 10 at to bring back othen which are lacking there, 
with gold, Iilver and other useful thinga. • • • Othcrwiac the 
commoditiCi and fruita which grow in the countriCi aforesaid • • • 
at alIO the apccialitiCi (~) and manufacturel which are 
made there, would ncceaarily have to be CODiUmed by the 
inhabltanta on the lame lpot • • • whereby the aforesaid fruita 
would therefore • • • Iarsdy become almoat uac1csa." R.oughly 
ten yean later (1568) Bodin wrote in entirely the I&mC spirit in 
hiI famoUi pamphlet on money, on the lubject of the mutual 
interdependence of countriCi hccauae of the apportionment of 
divine giftllUIlOIII thcm-he believed that they coWd not wage 
war IUIlOIII themIdveI for thiI reuoD-Uld of the religiOUI duty 
to allow othen to participate in what the native country wu 
bncd with. 

Utterancel of thiI kind were not limited to the 16th c:enturt. 
The c:ontinual refcrcnce to the blessingI of trade II to be found, 
too, in the foIlowiDr century and later. FOI' the bcginning of the 
17th century we haw. amoag othen, a sood uample in the -
called coatract of the Swedish General Tradiug Company ot 
1615. But 00Ibert and Ilia c:oIbguCI alto employed thiI ~t 
indUltrioully in their directioDl ot policy. when addrasing 
themacIveI to Ibrcigncn. I. the FrCDch bye-lawa tor the Eat 
IDdia and Northena CompanicI it _ played UpDIl at grat 
Ieqth. The bye-lawa ot the Northena Company, tor eumpIc. 
were inuoduccd in the ~ pretty cem. (166g). "'WberaII 

• Tbt nre.- • S-... ArioIDda: .....w... "., T_ .,.-Tbt 
6nt _ ............ TIIIIor &.. 0.... W ... 'S" IM .... 'O;" fl. 
c--. .......... L..aood.6J, 
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trade is the most fitting means for reconciling differen~: nations 
and for maintaining a good mutual undentanding between 
opposing spirits, whereas it (further) •.. diffuses surplus in the 
most harmless manner, makes nations happy and states pros
perous," etc. A similar paean of"p'-~ wilS sllIlK to trade in the 
introduction to the famous manual for merchants te- parfait 
nlgocianJ, issued a few yean later (1675) by Jacques Savary, 
Colbert's assistant in the field of commercial legislation. It is 
therefore entirely misleading that a sinIiIar utterance in the 
French chamber of commerce in the year 1701 (by the deputy for 
Bordeaux) has been interpreted as an expression of the growing 
laissez-faire ideas. In reading mercantilist observations on trade, 

i it is in fact surprising to note the extent to which not only ideas 
, but even expressions are in accord with those of the more eloquent 
, and flowery advocates of laissez-faire. To give one example among 

hundreds, the remarks just quoted might be compared with those 
of a Swedish representative of the old laissez-faire school, J. A. 
Gripenstedt. On the occasion of a joint meeting of the four estates 
of the Swedish parliament of the time, he, as minister of finance, 
in the year 1857, made two speeches in which he lauded trade to 
such a decree that both were later called his "flower paintings". 
"I believe," he said, "that trade in its great worid-embracing 
diffusion is the mightiest weapon in the hands of Providence for 
the edification of the human race; indeed, that it is the great and 
deep and yet quietly flowing river, gently but surely carrying the 
fate of the human race towards a higher culture, a higher radiance 
and a more universal brotherhood. And therefore I repeat once 
again: honour trade and its magnificent work, the blessing of 
mankind!'" 

This religious and ethical complexion apart, mercantilism 
contained two further elements with regard to which intentions 
were probably more sincere; tint, the direct interest of the 
merchant and-pecuIiar as it may appear-partIy also the 
tendency to commercial warfare, which Colbert, as we have 
seen, had carefully kept at a distance from tIuse manifestations. 
For the rest, the distinction between this and what has already 

, Statute of 1557: pro lUewiJ ties -u-.s IIJis frll1l¢su (ed. Isamben, etc.) 
XIII 506 f.-Bodin, ~.." Ie """-- " GmilrDtiml tIu _ (1578 
cd .• unpag.).-"Contract" of Ibe GeneraJ Trading Company: pro ~ 
.ug E. BTY • •• l11li. Sarigu Rikn C-.. ... (ed. Sliermnan) I 9'4-
Bye-Iaws of Ibe two French companies: pro LnlTu ,. ColJJm II 785. 800.
Savary.L.paifllilrtit«i-lBk. I cb. I.-Deputy for Bordeaux 1701: pr.Martitt, 
LtJ KTIIIIIM iIrtIas1rio sou Lollis XIV 376--J. A. Gripeos1cdt, Till, 1IIIfo-- "'" 
II/JPSIII#T I (SthJm. 1871) 26f. 
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heen ilIl11trated wu not great; a una11 Dumber of further quota
tiona from lOme of the belt Eaglilh pampbleteen it therefore 
all that iI aeceaary. 

Thomaa MUD coac1uded hia famous pamphlet, &gr-J', 
T~ ~ FIlmA". Tradt, with the following graadioae eulogy of 
commerce, "Behold thea, the true form and work of foreigD 
Trade, which ii, The great Ileveaue of the King, the honour of 
the Kingdom, The Noble profeaiOD of the Mcrchaat, The achooI 
of our ArIa, The IUpply of our waD'" The employment of our 
poor, The improvemeat of our Landi, the Nunery ofour Marmen, 
The walla (-wPI) of the Kingdom, The means ofour Treuure, 
The Sinews of our Wan, The terror of our Eacmia. For all which 
great and weighty -na, do 10 maay well govemed Stata 
highly COUDtenaDce the profellioa, and carefully cherish the 
action, DOt oDly with Policy to iIlcreue it, but alao with power 
to protect it from all foreign iIljurica: becauae they bow it it a 
Principle ill R.ealOD of State to maintaiD and defead that which 
doth Support them and their catata." Roger Coke bridges the 
gulf between merantiliam and Milae-j-- ill an _ more 
typical manDer. On the ODe hand, the whole ofhia literary work 
II permeated with bittemcaa and envy OD attOUDt of the c0m

mercial luperiority of the Dutch. and to this extent, bia outloolr. 
_ fimwncDtI ~ from the COIIDOpoIitaD tendency to 
ecoaomic: harmony of Hume and Adam Smith; but OD the other 
band. hia ecoDOIIIic: argumcatl CODtaiDed _ liberal doc:triDca 
than do molt othen UDOIlI merc:aatilistl of DOte. The IIlCODd of 
hia four collected pamphletl, which iDcidentally _ directed 

"lpeci1ica1ly against the Dutch (1671). cuJosiaca trade ill itl 
preface ill the IOIlowios terms. "ADd this it 10 well UDdcntood. 
that Trade ia DOW become the Lady. which iD this prcaeDl Age ia 
more Courted and Cdebratlld than ill any bmcr. b, all the 
PriDc:ca and Poteatata of the World. and that dac:nedlJ lIDO: 
For abe ac:quirel DOt her DomiDioII by the horrid and nacfuI 
face of War. whoae IOot:stepIleaw fta' hebiad them deep impra
Iioaa of miaery. devutatioD. and povat)'; but with the ...... 
aspect of Wealth and PleDty ofall tbiDp CODduciq to the beDdit 
ofbuman Life and Society. _peDied with ItftII8th to ddi:Dd 
her, iD cue an, lbal1attaapt to !lavish or lImMIe her." 

MUD" pusqe quoted abo¥e iDdeed CODtaiaI mea_ of the 
"Noble profasioa of the Merchant-. The powiac importaDce-l 
of middk-dua idab, expra:ted iD the IIdmiratioa b the rida. 

• ........... C .... .w.Ioy •• g).~ T .... U: ...... ~ ... __ ~ 
... DoIo\T ........ • ......... t ..... .). 
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industrious and thrifty Dutch-illustrated in northern literature 
perhaps most clearly by Ludvig Holberg, the most important 

: dramatist of Denmark-naturally furnished a major reason why 
trade enjoyed such a continually growing appreciation, while it 
had been suspect in the eyes of the church and despised by 
medieval nobles. Although not himself a merchant, Davenant 
went even further than the merchant Mun when, towards the 
tum of the century, he wrote of "The Merchant, who deserves all 
Favour as being the best, and most profitable member of the 
Common-Wealth". It is equally typical that a French Catholic 

\priest, Father Mathias de Saint-Jean, wrote a whole book on 
~h~ "Honourable Commerce" (£I commerce holWTable, 1647), the 
~econd part of which praised trade and shipping and ascribed to 
it all possible benefits, in language that sounds almost ironical to 
lmodern ears, but is actually used in all sincerity. In a chapter on 
the utility of trade to all.subjects, he said first that priests gained 
by it through the alms and endowments of merchants. He then 
treated of the advantages of trade to the noblesse de robe, who 
thereby received high prices for its services, thanks to the many 
law-suits engendered by trade. He then continued, "It is the 
consummation of marriages with the daughters of burghers, who 
have often gained their estates in trades", which brought the 
members of this noblesse to their offices. If the priesthood had gone 
so far in one of its representatives, though truly a shallow-minded 
one, it is easy to see that more bourgeois circles entertained not 
the slightest doubt about the blessings of trade. I 

The high esteem in which the merchant's activity was held is 
manifested, too, in another feature of mercantilism which hitherto 
Ibas not been given sufficient attention. Although they idealized 
&e state, the mercantilists were by no means as a rule sup-

E
0rters of state enterprise in the economic field. In Sweden it 
as Axel Oxenstierna who struggled consistently and with deep 

conviction against tendencies of this kind. His most significant 
rliterary contribution in the economic sphere is a memorandum 
on the copper trade, which, from the point of view of the govern
ment, was the most important branch of Swedish economic life 
(1630). In this memorandum he Was at pains to advocate the 
transference of the trade to private hands. Commenting upon the 
opposite method which had been attempted in the previous 

• L. Holberg, esp. Jet11I de Fr_ (1722) Act 1 Scene I, and D." II. Junii 
(172S) Act 1 Scene I.-Davenanl, An Ess~ upon W~. rwJ Met11II of SupplJinl 
IIr4 War (16g5; ard ed., Lond. '70', 57}.-[M. de Saint-Jean] Part 2, esp •. 
ch. 6, quot. 179. -. 
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ycan, hc laid, "It (the copper trade) bu gradually gone downhill, 
which II not to be fcared u long u private penoDi punue the 
trade and biJ Royal MajClty dominatca the muUi4 of all with biJ 
CUitOIDl dutiCl." He adopted a Iimilar attitude towarda a Ialel" 
proposal (1639) with regard to a ncw organization for trade with 
France. The MinutCi of the State Council on the matter records, 
"L itteidncli there &J'OIC the qUCltion of whether the Crown wu 
to cngage in the laid trade with advantage, which the Chancellor 
decided in the negative. The Crown ought only to direct the 
activity and cncourage that commerce may grow and increase, 
and then impose and wiIcly moderate the CUltolDl dutiCi upon it." 

In truth mcrcantilism, at leut in the countricl ofWCltcrn and 
Northcrn Europe, did not favour ltate enterpriae at all. According 
to modern and e:ven according to old liberal ltandardl, in many 
CUCI it even wen&. IUrpJilingly far in prccilcly the opposite 
direction. I have already mown (at the end of the 7th chapter of 
the fint part, u. I 453 f.) that the: criticiun directed by Adam 
Smith againlt the trading companiCi wu mainly directed againat 
the fact that thClC private bUlincal CODCerDI acquired functiODI 
which could only be: exercilcd properly by the ltate illelf'in the 
intercatl of ill lubjcctl; that. in fact. the mercantilist I)'Stem' 
allowed legitimate atate: functiODI to pua into the banda ofprivate 
merchant corporationa. Thia wu true in a1moat every aphcre of 
activity. The: Engliah and Dutch merchant companiCi were c:ach 
in the:DIIClYCI a kind of .... ill -."n.. a &tate withia a &tate. 
In many CUCI they eYeD wielded a world-wide power. In IOciaI 
mattcn, too, In England thlnga were prefcrably left to private 
e:nterpriae, and that. indeed, in a mumer which would DO longer 
be: dreamt of to-day (u. 1155 r.). All thia ia an spreaaion of the 
firm belief of IIlCfCaDtilisti in the propriety of f'n:c COIIIIIICI'CiaI 
activity, and thlll furniahCl an WUltratioa of the portion of the 
mercantilist concc:ptioa of IOcicty which iI being CODSidcred bcre. 

It must c:cnainIy be: admitted that CODditioaa in thia respect 
varied in different countries. or the OIlt-ud-out mercantilist 
countrift, only England displayed thac: bturc:a in their extreme 
furm. But Sweden wu DOt far behind, in &pite of. Civil Service 
that wu one of the beat of the time:. Not oaIy Ozmstierna, ODe of 
the principal crc:aton of Swcdiah admiaistrative orpDiatioa. 
but all hia a~ in the 17th CClltury, WOfhd ia the _ 
directioa by word and deed and DOt least UIIOIIC them the 
lbunder of the ahort-lived Swedish abaolutism. Cbartcs XI, the 
rather of CharIca XII. It wu espccia1ly ~ that the inIa 
iDdlDU')', willl iI. atCIId.iJy lncreasioa domiaatioa of SwaIisb 
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economic life, was systematically brougb.t into private hands j but 
it was the same with almost all other branches of industrial life, 
including the eagerly encouraged, though rather artificial, 
textile manufactures. 

Several of the German states, by way of contrast, instituted the 
regular state business enterprises which their mercantilist authors 
had demanded. In the German mercantilist literature, the 
merchant was in general regarded with much greater distrust 
than in the English. But Germany was by no means looked up to 
as a model in economic matters at that time. France was, of course, 

r of much greater importance. Colbert, too, believed that a merchant 
!I required perpetual admonishing and stimulating. The French 
, trading companies were thinly disguised state enterprises, as is 
shown in the chapter on the development of company organiza
tion (D.S. I 345 fr.). But even in so "paternal" a country as France 
there is nevertheless a powerful tendency in favour of private 
trade. Attempts were made to give even the French companies 
the form of private enterprises. If that failed it was largely due to 
the mistrust on the part of capitalists and merchants, although 
admittedly also to the fact that when it came to the point, the 

I minister could not refrain from interference. That in France, too, 
private enterprise was regarded as a desirable, if not an attainable, 

I goal allows no room for doubt. To this extent French policy illus
trates the same tendency which reached full flower in the two mari
time powers, England and Holland, and dominated Sweden, too. 10 I. Oxenstierna: 8krifl4r och Iwifvexling, first part I (Sthlm. 1888) 350; cf. 
49'; 8venska rikstillkls prow""ll VII (Sthlm. 18g5) 504.-For the re.t I 
must refer, with regard to Sweden, to the fint volume of my forthcoming 
Swedish Economic History since the .ixteenth century. Of the German and 
Austrian merc,antilists, it was primarily Becher who never tired of demanding 
state undertaki.ngs, among them a "magazine" with a monopoly of import 
and perhaps also export, the former to leave the raw materials to the mer
chants, who would then have them worked up by the craftsmen. Becher 
declared this to be entirely reconcilable with the principle of trading freedom, 
for ufree commerce consists in this, that tbingl are bought without hindrance 
according to what is good and cheap" (Polilische Diseurs Part 3 cb. I point ~; 
Frankfurt ed. 1&]3, ~7~, quot. ~86). Concerning his projects and those of 
the other German mercantilists there is a copiow literature; see, e.g., H. v. 
Srbik, Wilhelm I10Il 8chrOt1er (Sitzungsberichte der Akademie der Wissemcbaften 
in Wi.n, philosophy and history section CLXIV: I, Vienna '9'0, '3' If.).
On the mistrust of merchants, ICC below 320 f., Von Schrotter made of chapter 
106 of his Fiirstlidu SduJJ.t- IIIIIi J/mI.C_ "a general caveat of the mer
chants concerning advic:e-giving", partly for political reasons; but he also bad 
in mind their aversion to domestic manufactures-a rather unwuaJ auitude 
for the time, because the merchants, indeed, were .. a rule the 6nancien of 
the manufactures. 
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Their belief in trade and the merchant goes a long 'way towardl ! 
explaining why the mercantililltl made economic "liberty" their l 
lodestar. If the chain of motivel ia traced back further, one
arrivel at a univenal intellectual reorientation and itl special: 
application to economic activity. In spite of the mercantilistl' ltatiC , 
outlook on economic affain and the economic system of the world 
u a whole, they tried with a fanatic zeal to secure, each for his 
native country, u large u poaib1e a mare in the activities of 
thia system, which wu regarded u an unchangeable total. In 
Itl psychological tendency mercantilism may therefore, to thia 
extent, be regarded u dynamic. The mentality of the most power
ful spiritl among itl ltatesmen, navigaton, merchanta, and 
writen wu poles apart from the medieval ideaL In addition, 
their ideal wu that of acquisitive trade. And 10 it ia perfectly 
explicable that this ideal itlelf and the individuals who practised 
it must have appeared to the mercantilistl in a IUblime light, and 
that "liberty" must have appeared to them u the principle 
proper for the attainment of their ideal. All in all, there wu mani
fest that univenal emancipation of the mind which wu growinc 
at that period, rooted in the changes in CCOIIOIIIic life and yet 
reacting upon them. 

What the actual significance of the abltract idolizing of"ticedom 
, of trade" wu, ia a question of a difl'erent order. It touches upon 

the relation between the conception of society and CCOIIOIIIic 
doctrine. nua prohlcm will be carried a Itep further after other 
upettl of the mercantilist conception of IOcic:ty have recciYcd 
conaidcration. 

" •• £nIICS AND REUGION 

The point in which the brach ~ mercantilism and the 
medieval outlook wu widen and most decisive wu cataiuly in 
the domain of the ethical. We _y _y that the mercantililtlwae 
amoral in a two-fOId IeDIC, both in their aima u also in the mraaa 
for the attainment of their ODds. 'I'hiI two-fOld amorality arose 
&om their widespread iDclifraaKe towanla DWIkind,. both in ita 
capacity u a I'CUOIIini animal. at also in its attitude IDWU'dI 
the etema1. Hobbes' Leviathaa 01' "Mortal God". the .. te, 
dominated the &qUIDCIltl of the mercantililu to web a 
dqree that ia the pI..:e of aD interest in h~ bciDp came 
the interest aD the atate. Thia c:ertaiaIy apIaiaI a put. but 
DOt the whole. of their lid of .... COIISideratioa. .. will 
DOwa~. 
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lAmorat ends • 
: Firstly, the welfare of society or, in actual fact, the welfare of 

the state was substituted in place of the amelioration of the 
individual. This was a perfectly simple corollary of the ,aison 
d'itat, or pure -.!!!!!,chiaYellism. But the amorality of the new 
policy WU1i"of'exhausted in thIS rearrangement. In addition, the 
welfare of the state itself or the ,aison d'itat was conceived emphatic
ally as materialistic or economic (in the popular sense of the 
term). To this there was no counterpart in ordinary machiavellism. 
The breach herein manifested with the religious and ethical 
attitude of the Middle Ages in the sphere of political ideas was 
profound. 

With regard to the ethical conception of economic matters, 
the treatment of the inexhaustible problem of intel-est or usury was 

'typical. The change in the mercantilist doctrine, when compared 
with the canonical medieval conception prevalent formerly, with 
its opposition to interest on moral and religious grounds, did not 
consist simply in a clearer insight into the economic factors 
leading to the taking of interest. That, in the main, was a post
mercantilist development. What was decisive was that the attitude 
towards the problem of interest was determined by an c:ntirely 
new set of motives, fairly independent of whether and iB what 
form interest was approved of at. all. These new motiveS were of 
an economic nature, connected with the effects of interest and 
of the prohibition against interest on economic life; they no 
longer had anything to do with divine precepts. The canonical 
authorities had certainly tried, with adroitness and skill, to formu
late the prohibition against interest in such a manner as not to 
collide more than necessary with economic activity, which indeed 
was inescapable. But they did this without abandoning the 
principle of the absolute nature of the prohibition, which among 
the canonical authorities was grounded in a religious decree 
unaffected by temporal considerations. In many fields real 
interest-taking was permitted, because it involved the taking of a 
certain amount of risk • Where no risk was considered to be involved 
interest-taking was forbidden. The novelty then was that 
precisely a temporal and economic foundation was adopted. The 
change occurred primarily in the reasons given rather than in the 
practical conclusions drawn. In the course of time, however, 
changes took place in the latter, too. The problem is dealt with 
at length in the literature on the subject, in a way which I think 
perfectly correct, and the considerations pointed out here are 
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brought out there with proper emphuia. The facti may therefore 
be deacribed in.u brevity.1I 
, That the earlier conception ltill ftourlahed at a comparatively 
late period may be leen clearly in Thomal W1Ison'I Dismmr 
.po,. Usury (15711), which, indeed, wu by no meana profound, but 
wu highly cateemed at the time of ita appearance. h ProfCllOr 
R. H. Tawney, ita recent editor, hu remarked, thia work 11 
particularly iDitructive becauae ita author wu not a prical, 
withdrawn from worldly affain, but a lawyer trained in Roman 
Law. He had held the poaitiona of Muter of Requcata, English 
Ambuaador to the Netherlanda and Sccrctary of State to Queen 
Eliaabeth, to whom the _ya of the world were DO clOlled book. 
In hiI book, Wilaon propounda an imaginary diacuaion in which 
a lawyer trained in civil law and a clergyman named an "anti
ulurer" (Ockerfoc) repreaent the author'. aide. They both 
violently Ipurn interClt. The lawyer calIJ the usurer "the wont 
man that liveth", and would ICC him hanged. Under hiI own 
name in the Preface, Wilson aaya that he would like to have 
USUl'Cn exterminated like wolVCI. They ahould be either c0n

demned to death or baniahed the country i at the very least, their 
J'roperly abould be c:onfiIcated OIl thClJ' death. The clergyman" 
attitulfe 11 even more 1CYCrCI. The lawyer would have tolerated 
intereat at leut in CUCI where DO obvious dlUDll&'l _ doae. But 
the prical-who had already, in an earlier paaage in the book. 
wished all USUl'Cn to die of a murrain, becauae they lived like 
cattle and 10 abould die like cattle-objccted to this, and induced 
all the other participanta in the diacuaioa to ~ to hia un
coaditional coademnation of interest, in all CUCI and imspcctive 
ofitl effccll, for, u he uid limply, it II qainst God'llaw. WiJ-'. 
pcnoaaI attitude may be ICeD &om a parliamcntary dcbale OIl 

the maximum rate of interest, held in the year before the publica
tioa of hia book. and it harmoDiac:a completely with the viewa put 
forward in the latter. That a man in hia poIitioa and allO lale a 
period could dckDcI NCb viewa and pin a peat IOIIowin« by 
clolnc 10 II an adequale illllltratioG that the c:oaceptioa pre-

n WiIll ........ 1IIe __ ~ ..... ..-..... .... itUrJw. 
Ire ""'"-.., ..... , AIhIoy, ........ It ............ ,....,~ 
7'Aooo II ... 6; IL ....... -... ~ .- ........ ~ 
.,...... U- ........... '!II') cit. Sl G. CMoeI. no ~.-~ 
""..", ( .......... gas) cit. I; T • ..., ....... .-* ... ,,~ (La.rL 
.!116),....,..-..... - ........... to .-. ... .....,. .... _ ....... 
• h .... .a-IIoM ....... iIlllle_ ............. T....,.. .... · . 
.. W-.a.. .. ~ .. U""!r (La.rL .~; _ ... 1,1. 
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vailing before mercantilism had created a new attitude. This may 
be asserted even if we add that Wilson, in true lawyer fashion, 
probably exaggerated the case for which he held a brief and that 
he makes an impression of general narrow-mindedness.lI 

It was not long before the mercantilists arrived at other 
conclusions. Bacon discussed interest without introducing almost 
any ethical or religious considerations. The essential point is not 
his acknowledgment that it was impossible to prevent "usury", 
for that merely illustrates his keen eye for realities. What was 
important is that he was guided in his condemnation of interest 
by economic and social standards. In this he distinguished 
himselfprofoundltfrom the theological formalism characterizing 
Wilson's argument of half a century before. Bacon drew up a list 
of the advantages and disadvantages of usury. This in itself is 
evidence of an attitude free from prejudice. But further it appears 
that all the seven disadvantages given were of an economic and 
not an ethical or a religious nature; and it is in this that the vital 
transformation is manifest. On the later development of ideas, 
another work was even more important. Sir Thomas Culpeper 
the elder, a contemporary of Bacon, wrote a Traet against Usurie 
(1621), a work which Sir Josiah Child reprinted in 1668 without 
knowing the author, and with which he closely associated himself. 
The introduction itself contains a declaration by Culpeper that he 
left the question of the propriety or illegality of interest to the 
clergy. What he limited himself to was to show that it was detri
mental to a country without gold and silver mines, but with a 
plentiful supply of commodities. In the following discussion, also, 
Culpeper kept closely to this plan. He described it as a danger 
for the English that the Dutch, as neighbours of England, had a 
rate of interest of only 6 per cent, while the English paid 10 per 
cent. He then spoke of the effects on the country's ability to 
compete, the burden of state debt, agricultural rents, the period 
for the turn-over in afforestation, etc.-a1l purely economic 
arguments of greater or less accuracy, but without exception of 
a purely economic nature. IS 

As early as 1545/46 a statute regarding a maximum rate of 
interest had taken the place oCa prohibition of interest. When the 

11 Wilson esp. I f., 18S. 230. 285 f.. 341 f.. 350 11"., 363.-WilJon·s observation 
in the 1571 debate:pr. (aCterd·Ewes.J......u) Tudor&tm.Dou. II 156ft 

11 Bacon ESSIg.: No. 41 in the 1625 ed.: "Of Uourie" (ed. Wright 16g).
Culpeper repro as appeodix to [Child], Bri4 Ob_ions Conaming Trodl aruI 
1_.., (Lond. 1668) and contained together with the latter in his New Disewr .. 
qfTrodl. 
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prohibition had been brought into f~rce agiun after lOme yean. 
the legislation laying down a maximum rate of interest instead 
wu made permanent by a law of 1571. It wu thiJ Bill which 
Thomu Willon had attacked. It iJ true that leveral reservatiODI 
were made in the .tatute regarding the validity of an agreement 
to take interest, but these were insignificant with regard to the 
application of the law. The early conception obvioudy did not 
diJappear in the twinkling of an eye, but the new attitude gained 
more and more ground in the course of the 17th century. After 
the Puritan Revolution. public diJcllllion no longer entered into. 
the moral or ethical question ofwhether interest wu permissible 
or not, but dealt with the practical economic problema of how 
Aig" the rate or interest ought to be and whether ill height should 
be limited by a legal maximum. Conaervative opinion, with Sir 
JOIiah Child u ill mOlt influential and convinced mouthpiece, 
anawered the lecond question in the affirmative, putting forward 
the aame argumenll u Culpeper. i.e. by referring to the economic 
effecll ofinterest. It ia characteriatic that the problem ofinterest, 
of all economic problema the one; that wu mOlt calculated to 
provoke moral acrimony. wu thUilubjected to a purely economic 
diJcllllion. even on the part of the advocatea of a conaervative 
policy. When at a later date the oppoei.ng forces, headed by Locke, 
with the assistance of an argument irrefutable in mercantilist 
eyd; won an intellectual victory over these advocatea of a legal 
limitation in the rate of interest, thia wu in fact not a new step 
toward rendering economic diJcuasion morally neutral i for the 
medieval moral conception ofinterest had already been outgrown 
_t leut for the time being-by men active and inftuential in 
practical affairs. Not till well into the I gth century wu the 
maximum limit to the rate of interest allowed to lapse in indi
vidual countries i but the "intellectual revolution" had already 
been Ulhcred in by men:antiliam." 

The sphere of ~ ia equally typical. In thia respect, too, 
mercantilism tended to lubstitute economic: fOr moral CODSidera
tiou.s.lt hua1readybeenoblesved in the third part (IIO,I6g) how 
mercantilism came to approve of luxwy where it Rned to aeIl 
native commodities. Here _ need 0IIly poiDt OUt that thia coasti
tuted a areal revoIutioll &om the ethical poiat of view. Luxury 
- reprehensible to the IDedit:Yal mind. b the ItriviDc after 
luxury took II1&II out of hia proper ucl rdigiousIy decamiaed 

,. s_: " H_ VlU Co ,; s.' lid. VL Co _; I, Eli&. Co a.-auw,. 
1W~"T"'(ia.""ol.CDI"'" •• ).~s-~ 
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"subsistence" and the stan'dard of life corresponding to it. Like 
so many other medieval ideas, this persisted with great tenacity 
and often was '9ictorious over the outlook of more recent times, all 

is shown in the innumerable sumptuary laws down to the 19th 
century. But in so far as the ordinances were based on such 
ethical foundations, they came into conflict with mercantilist 
ideals. From the mercantiIist point of view, they could be justified 
only if they prohibited the use of commodities the consumption 
of which ought to be discouraged in the interests of trade and 

.industry, i.e. usually foreign products. MercantiIism rejected in 
principle any ethical attitude towards luxury. The only considera
tion that carried weight was how far a particular measure furthered 
or obstructed economic life in the direction which mercantiIism 

i tried to lead it. Thus, finally, in strictest contrast to the medieval 
standpoint, there arose a conscious and frankly admitted tendency 
to justify luxury, indeed to stimulate it, quite irrespective of the 
status of the purchaser, in all cases in which it guaranteed a 
market for the country's products and "put money into circula
tion". Since economic policX set itself the task of building up 
native luxury industries, this consideration inevitably had to 
assert itself with greater and greater strength. 

In one of his very first pamphlets, Les /risors It rUlusstS pour 
tTU/lre l'Estat en splentleur (1598), Laffemas thundered against 
people who objected to the use of French silks; those who exceeded 
in it damaged only theInselves while their money remained in 
the country; and all purchasers of French luxury goods created a 
livelihood for the poor, whereas the miser caused them to die 
in distress. 

The breach between the old and new outlook is better illus
trated a little later in Montchretien (1615). He began, in the first 
place, with C a furious condemnation of the luxury which led-to 
the shopkeeper to be dressed like the gentleman, and could only 
end in the overthrow of all order in society. "If Your Majesties," 
he complained, "do not lead us out of this confusion and eXternal 

. uniformity (indifference) then all is at an end: all together they 
will result in the bankruptcy of true and convinced virtue: 
everybody will hunt after what is vain • • • brazenness will 
wax in the cities and tyranny in the country. Men will become 
_effeminate because of the far too widespread opportunities for 
pleasure; through their endeavours to adorn theInseives women 
will lose their modesty and their ability to manage their homes"
thus a purely moral evaluation. But further on, he comes to speak 
of the French luxury industries, which he would, of course, en-" 
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courage by all pouible meau, and 10 he comes round to Lafl'cmu' 
view. Ria reproach thUi becomes entirely .confined to foreign 
luxury goods: "Now aince times and the world have changed." 
he observes. "I will not blame the ute (of luxuries) altogether, 
provided that profit remains in the country. otherwise it becomes . 
far too dear for UI .. -the degeneration ofaociety no longer counts 
for anything. 

In the later 17th century the new attitude was. without reserva
tion. p~ominant. Petty (16611) jUitified "enrertainmen", 
magnificent Ihewa. triumphal arches &.c .... on the ground that 
their COlli Bowed back into the pockets of brewen. baken, 
tailorl, Ihoemaken and 10 forth; F ortrey jUitified "exCeli of 
apparel". and with regard to those that condemned it, nid, 
"It rather ought to be maintained. and encouraged"-of coune, 
auuming that the Ulual mercantilist demands were fulfilled. Von 
SchrOtter (1686) directly attacked. the regulations forbidding 
exceuive dilplay in clothing and declared that he would rather 
thia wu even gt'C\ter. !arbon (1690) nid, "Prodigality ia a Vice 
that ia prejudicial to the Man, bun.ot to Trade • • • CovetOUIDeli 
ia a Vice, prejudicial both to Man and Trade" and 10 on. Tbe 
.effect of thil view in practice appeared, for example, in Sweden, 
where in the yean 1708 and 1709t when the country had been 
invqlvcd for upWards of a decade in a war of life and death. the 
mefl:hantl were obliged to take over definite quantities of ailb. 

ThUi the ground was well prepared for the mOl' provocative 
and mPlt widely dixUlled formulation of thia mercantiliat 
argument that it ever received, namely. for Mandeville'. aphorism 
in the best-knoWD title to hilliequently quoted book. PriNJ. v-_ 
NlUl ~ (1705,1714 etc.). which was DOt only amoral, but 
wu in fact immoral. In North European literature, too, the idea 
Wu put forward in the period immediately 1IUCCCIeding. Tbe 
manner ofiliitatement there iI typical and cte-trates h_ YUJ 
mucll thil amoral attitude had already lakeD root,. - UIIODI 
moralists. Holbert puts the (Q\]owing proolin the mouth orHCIII'J', 
the pleulll'Necling domestic. in hiI comedy M __ (I~. 
The latter tries to convinceJeronim--. the oW-6Ishioned father or 
hi& likewise pleulll'Neclin& master, Lander, that by siviDC am.. 
he merely IUpporti the "lay beaus", while he and Lander, 
the two masqueraderl. were helplDc the "indUltrioUl beaus". 
He says. "The industrioul beaus are tailon, ahoemahn. 
hucb~ conf«tioDen and coaduDat; to them _ exteDd a 

. hdpilll hand. If alllMD lived 10 Iecluded a lift • Herr Jeronim~ 
people of thiI kind 'MMIIcI all die or hlllllCl'. You" Dr, tberebe 
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reduce the whole nation to beggary by your almsgiving. But, as 
for us, we keep them from begging. If we are to help beggars it 
is better to help the diligent than the lazy." In a humorous way 
Holberg here inculcates exactly the same lesson as Petty had done 
in all seriousness in the passage given above. Anders Johan 
von Hopken, later Chancellor and at the age of twenty-eight 
president of the Swedish Academy of Sciences (I740), went so 
far as to select as the theme of his presidential address, "Of the 

-l:Jtility of Luxury". 16 

• Equally typical is the development of English tobacco poliliJl. 
There is a striking' similarity between the fate of the tobacco 
policy and the change in attitude towards luxury as seen in the 
two-sided attitude of Montchretien. When tobacco came into use 
as l\luxury many serious men shook their wise heads, among them 
James I of England. The latter also published a small anonymous 
pamphlet called A Covnterblasu to Tobacco (I604), in which he 
demonstrated that the use of tobacco was morally 'reprehensible 
and medically harmful. In the same year he passed in his official 
capacity a proclamation concerned with imposing a duty on 
tobacco in the form of a fine, the reason given being perfectly 
typical. It was said in fact that this weed was formerly used only 
by the upper classes as a medicine, but that gradually it had 
become "through evil Custom and Toleration thereof, excessively 
taken by a number of riotous and disordered Persons of mean 
and base Condition, who . . . do spend most of their time 
in that idle Vanity, to the evil example and corrupting of others, 
and also do consume that Wages which many of them do get by 
their Labour and wherewith their Families should be relieved, 
not caring at what Price they buy that Drug • . . by which great 
and immodeFate taking of Tobacco the Health of a great number 
of our People is impaired, and their Bodies weakened and made 

11 Laffemas, Us IrlstlTs, etc. 5 f., I I, 22.-Montchretien, Traiell tU fOlUfU1l1lil 
politiqve (rsted. 83 f., r02).-Petty, T,IIJIis. qf Taxes, ch. 3 (Econ. Writings, ed. 
Hull I 33) .-Fortrey, England's Inter", and Improvemmt (lit ed .• 6, Repr. of Eoon. 
Tract. ed. Hollander, '7).-[Von SchrOtter), Fiirstl. Sehllh;- u. Rml-C_ 
ch. 56 (rst ed .• 6.).-Barban, Dis""" .. qf T,<JJk (rsted.,6. f.,Repr. of Econ. 
Tract. 3.).-Sweden" K. Enghoff, Tillst4ntfn i Sk4ne • •• dr '707-'7" 
(Lund. rSSg) g6;. the buio io obviously a Letter Patent of r6g5 (pr. &mJing 
UItif. K.B,if. ••• , ed. Stiernman, V 5r4).-Holberg, MasUJrIllfl Act 0, Scene 3.
Hopken, Skri.fter, ed. C. Silfverstolpe, I (Sthlm. rOgo) r60-7o.-<>o the hdtory 
of the literature: O. Wieselgren, "Omyppighdsnyll4" (Skrifter ulg. av Humani
Iliska Vetenskaposamfundet i Upsala XIV: m, Ups. rgr.).-It was not easy 
to reconcile thd argument with an admiration for Dutch thrift. Mandeville 
also believed that by their thrift the Dutch were limply making • virtue of 
neceuity (ut ed. I .0r-8, ed. Kaye I r85"9")' 
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unfit for Labour", and 10 on and 10 forth, But it wu no more than 
two decadel later, by the year 161140 Jhat the policy took a com· 
pletely dift'erent coone,. without indeed the tarlier attitude being 
given up in principle, The importance of tobacco-growing to 
Virginia and Somen bland wu 10 great that importl from there 
were permitted, while tobacco production in England itself wu 
forbidden later u earlier, In the very following year the colonial 
point of view wu predominant, It wu declared that by the 
Infringement of the eulier ordinance, penonI"ha~ endeavoured 
u much u in them lieth to deltroy 10 noble a work u the IUpport 
ofthOie PlantatiON which 10 much conCerN our honour and the 
profit of our People", Gradually the tobacco policy became a 
major part of the old colonial system, without the moral objectioDi 
put forwud by Jamell being taken into further account. An Act 
of Puliament of 1660 declued without reaervation that "Tobacco 
II one of the main producli of -u of thOle Plantations, upon 
which their Welfare and Subliltence and the Navigation of thil 
Kingdom and vent of ill Commoditiel thither do much depend", 
Mercantilism had thUi won the day,lI A __ _ 

What we have discuaecl above refen only to the amoral con
ception of the endl of economic activity, but in the choice of 
meaN for the attainment of thelle ends amoral conaideratioDi 
were likewile uppermOit. 

The underlying idea of mercantilism may be expressed u 
foUOWl: people should be taken u they are and should be guided 
by wise meuurel in that direction which will enhance the well· 
being of the atate. No one wu more explicit in his statement of 
thil view than Mandeville (I7VS). "Private Vaca, II he observed, 
"." 1M 4r.dIMr N~ ". sblfrtl PWiIiAa may be turned into 
Public BeneSta" (my italics), What thia _t primarily was that 
the Individual" private economic: intereata were to be made 
eervkeable fur the ondl of the atate. Threall were to c:eue against 
anythm, that men were furced to' aim at by aatura! necessity. 
At the same time, things ought to be arranged 10 cunningly that 
men aimed at IOIIlethIuc that _ recoacilable with the inlaall 
of the atate. The ~ ". C- w. aoea into coasIderable 
detail on this paille, "All things," laY' the auth«, "that ahou.Id 

.. IJ-I], A ~ .. r ...... ( .... ~ ItqrioIa. cd. It.~, 
l.-L 18Iig).~~: pr. ,... ( .... R_> ...... XVI .. It, 
XVII & ...... Ii6&-,.. .......... "II: a lite. VII: ... I~ ...... -
I. Act: II t:.r. II Co ,.-See ... tile ... liter, 0..-" ..... Col-t/oL ,.. .. 
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be done in a common wealth be not to be forced· or to be con
strained by the strait penalties of the law; but some so, and some 
other by allurement, and rewards rather. For what law can compel 
men to be industrious in travail, and labour of their bodies, or 
studious to learn any science or knowledge of the mind? To these 
things they may be well provoked, encouraged, and allured, if 
they that be industrious and painful be well rewarded for their 
pains, and be suffered to take gains and wealth as reward of their 
labours . . . Take this reward from them, and go about 
to compel them by laws thereto, what man will plough or dig 
the ground, or exercise any manual occupation wherein is any 
pain? Or who will adventure overseas for any merchandise? Or 
use ally faculty wherein any peril or danger should be, seeing his 
reward shall be no more than his that sitteth still?" The author 
did not return at all to the idea of direct compulsion. The same 
tendency characterized the principles of practical statesmen. 
Colbert wrote, on one occasion, "Very well do I know that the 
merchants will never be forced in their trade and therefore do I 
allow them also complete liberty; I am only anxious to assist 
them in what they require and give them encouragement in the 
fonn of their own advantage." The same was the view of Axel 
Oxenstierna in a partially quoted utterance (1638); the Swedish 
Government expressed the opinion that one should accomplish one's 
ends "not with force, command or prohibition, but consilio", "not 
intndicto, but consilio". In the first instruction to the Swedish Board 
ofTrade(16SI), drawn up by the great Chancellor, the measures 
against the export of raw materials and seIni-manufactured goods 
were detailed as follows: "Not that the export should be pro
hibited obviously and per directum, but that such prohibition 
should be exercised consilio"-with friendliness and good will.17 

In these activities customs poliey was accorded a role which it 
had never had in the Middle Ages. In the Middle Ages trade was 

i forced along the desired course by export or import prohibitions. 
True the system of prohibitions persisted during the whole of the 
mercantiIist period and was only abolished in the 19th century. 
so that the transition from prohibition to protection was, at the 
same time, the first step towards a liInitation of protectionism 
itself. In mercantiIism, however, there entered by the side of the 
system of prohibition, a customs system which had not existed 

" Mandevi.lle.:n. F,u,/6 -.rIM B .... end of..!'A Search into !he Nature of 
Society" (lit ed. I 4"8. ed. Kaye; I 36g).-Diseouru of 1M c- W...t (ed. 
Lamond. 57 ff.)~L.ur1S d6 Col"." I1S77. note I.-Oxenstierna: lee above, 
Dote 2. further Stmrlint UIIif. K. B,g. ••. (ed. Stiemman) II 6750 
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before, and the new element wu considered the orthodox one. Like 
80 much elae, the prohibitioDi were iIlherited from the previoua 
period, for the exiating powen here u almost everywhere were 
unable to eradicate the old remaina root and branch. 

On thil point, too, a few utterancea of the above-mentioned 
.tateamen are typical, one of which hu been mentioned in another 
context. Colbert declared in rather quaint termI (undated) that 
"The whole of trade cOnaUti in" granting cuatoma freedom to 
raw materiala Imported and levying dutiea on manufactured 
good" freeing _port from duty and compenaating export 
dutiea on domeatic manufacturea. Axel Oxenstierna believed 
(16,6), "If anything iI to be changed, the commoditiea leaving 
the country in unmanufactured form ahould be highly taxed, but 
the manufactured gooda taxed very lightly." In the previous 
year, he had vigorously attacked the old economic policy in the 
following termI: ''No further prohibitiona ahould be drawn up 
by the Government, and the paaing of auch ahould not be 
allowed to governon, baiIiJ& or burgomasters with regard to any 
gooda which might or ahould be imported or exported; fur u 
common u .uch prohibitiODl are ••• 10 detrimental are they 
to the inhabitantl and confuaing to merchantl, and are neYa' 
maintained but misused by a few b10wftiea and eeIf-aeekcra, to the 
lIuUance and damage ofmany, and obstruct the induatry ofhonest 
men both in the country and in the town." Neither Colbert DOl' . 

Axel Oxeaatiema were able eYeD approximately to attain the, 
ideal of a completely reatrictiOll-me nate of alf'ain; but that such , 
wu their ideal, what hu been quoted here can aft DO room lOr , 
doubt. 

Henry Robi_ wu ODe amour the n_ English writers 
who expressed the tame view. ProhibitiODl ofimportl, in hit view, . 
led to rqxisab. "wherelOre • bettu coune • • • would be with 
deaterity to lighten or lade either acale rID the balance of trade] 
in the ClUtom and other charsea whkh may insaWbly male ODe 
dear and the other cheap". Uwa Robc:ru in the __ year 
uttered aimilar IeIltimentl, and the &nt important Swedish 
writer on CCOIIOIDin, Joban Risingb, made them a tmtral put 
ofhit recommendationa, JIOISI"bIy under the inlIuence ofRoax-. 

Roser Coke wu emphaticalJy on the __ aide (16751: ftlfmy 
opiIIioa ~ worthy to be admitted, .. he -md. ...., Gooda of 
any ~ ahould be Probibimi: but if.., be imper1ld whicIa ... 
LuauricMady CODIIlIIled, with little 01' _ em~ of the people, 
u the wiafS imported .... they ahouId ... , the lGmc the IWl ' 
value ••• Bulifan emplo~t ma1~ to thU"eopkofthe 
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Nation, if things were not imported, as in fine Linen, Lace, 
Points, Blacks, and Druggets, encouragement should be given to 
all people to instruct ours in those manufactures; and such duties 
for some time imposed on the Importation, that better hopes 
might be expected here, than otherwise, in working them."11 

The "freedom of trade" had precisely this idea among the 
mercantilists: one was free to do what one wished without 
prevention or compulsion by governmental regulation, but the 
activity of the individual was to be directed along the right 
lines through economic rewards and penalties, the weapons of a 
wise government. Such an application of the term "liberty" 
must not be regarded as in any way inconsistent or lacking in 
honesty-at least not more so than any other application; for 
"liberty" is one of those concepts which scorn all attempts at 
consistent interpretation, as John Stuart Mill among others 
experienced to his cost. 

The mercantilist conception of society appears in its most 
undiluted form in the attitude to the movements of the precious metals. 
The change of view characterized by the transition from 
"bullionism" to "mercantilism" consisted precisely in the fact that 
the pointless attempts at export prohibitions on precious metals 
were given up, and, instead, attempts were made to create a so
called favourable balance of trade by means of suitable measures 
in commercial policy; that is, to create an export surplus of goods 
which would induce the merchants by economic compulsion, 
which meant their own interests, to guarantee to the country an 
import surplus of silver and gold. For this reason, too, Mun in his 
most famous book dealt with all those measures advanced for the 
compulsory attainment of the desired result, and dismissed them 
one after the Other as useless. The following conclusions headed a 
series of successive chapters in his book: "The enhancing or 
debasing our monies cannot enrich the kingdom with treasure, 
nor hinder the exportation thereof"; "A toleration for foreign 

11 Lettres tie Colberl VII 284 note 2.--Oxenstiema, Smuka rilcsratlels protokall 
VI 727, Hmu1Iingar ,6ramk Skandilll1Dims historia XXXVII 181 f. re pectively.
Robinson, EngUmds Sqfety in T,ades Enaeau 5l.-Lewes Roberts, TlrI T,easur. 
of T,qffi/r6 (Lond. 1641) 39.-Johan Risingh, T,a&141 om KiOp/wvJe/m din 
Commerciemz (a voluminoUi work in MS., written in the 1650" and 1660',).
Coke, T,UIlis. III ¢.-DanieJooon, Prol<klionismms glfllJTfliJroU i somsk Iu/lpoIiJik, 
which likewise give. the quotation of Oxenstiema cited here, bas (9) also re
ferred to the agreement between the utterances of the two ,tatesmen with 
regard to toll policy on the one hand, and a passage in Pieter de la Court, 
A_sing tier heiJsame poIiJike grondm m ..,.;""" ..... tie Repuhlike ..... HoIbmd III 
West-Vriesland(l66g, 1671 ed. 95) on the other. 0 
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Coina to pili current here at higher rates than their value with 
our Standard will not increue our treasure"; "The observation 
of the Statute of Employmenll to he made by Strangers (P.I. II, 
141) cannot iDcreue nor yet preserve our treasure"; "It will not 
increase our treasure to enjoin the Merchant that exporteth fish, 
Coin or Munition, to return all or part of the value in money"; 
"The under-valuation of our money which iI delivered or received 
by billl of Exchange here or beyond the Seaa cannot decrease our 
treasure." All the argumenll given thUl apeak ",1IiM1 compulsion 
and ill fa"", of atimulation. 

So far, all thie may appear congenial to the modem mind, but 
the mercanti1is1l were amoral in their choice of meana in other 
apherea, too, where moat people to-day would probably not 
conaider them jUltified. Thil iI particularly true with regard 
to the admiDiatration of jUltice, which wu often looked upon 
limply as a meana of producing economic gain for the atate or 
aociety-"economic" taken here in ill popular, material sense. 

It ia not lurpriaing that the aim of organizing heggan and 
vagabonda in acbemCil of compuhory work wu viewed as a meana 
of increaaina the wealth of the country. But it ie intereatiug to 
find that the mercantiliatl regarded the ezerciae of judicial power 
tbrollflhout as a mechanism for providing aociety with labour 
and revenue under particularly advantageoUl conditions. Tbia 
appliCil principally to Sir William Petty. In hie mOlt important 
theoretical work, .A TI'NIUr tf T_ .. ~ (16611), he 
IlIfIt!CiIted the lubatitUtion of compulaory labour for all penalties, 
"which wiD iDcreue labour and public wealth", Even moral 
olfenCCil and heresy he propoaed to punish with monetary penaltiea. 
"Wby should DOt a man of Estate," he inquin:d, "found guilty of 
manslallflhler, rather pay • cenaia proportion of bia whole 
Estate, than he burnt in the band?" "Why abouId DOt intoIvalt 
Thievea he rather punished with alavery than death? So as being 
alavea they may be fOrced to as much labour, and as cheap fare, 
as nature will endure, and thereby become as two IDeIl added to 
the Commonwealth, and DOt as oae taken a_y &om iL II "And 
why should DOt the Solvent Thievea and Cbeatl be rather punished 
with multiple restitutiom than Death, Pillory, Whippin&? de." 
He went through the whole aca1e of crimes in this _y and. _ 
more courageoua and c:onsiItmt in bia CODClusioas thaD. IDOIt 
othen. He believed it to be difIic:uIt, lOr aample, to say by bow 
much the penalty abouId uaecl the value of what _ ItoIca 
and propoeed that the authorities coasult "candid Aniau in that 
Trade" on the IIIbjcct, UMI auaested 6naIIy that • t-.ly-fOlcl - ... 
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monetary penalty would be adequate. The idea as such had 
been already expressed long before Petty. Starkey, for instance, had 
put it forward in his dialogue between Cardinal Pole and Thomas 
Lupset (circa 1538) ; it was thus not peculiar to Petty's time. Even 
a much more antiquated author like Becher questioned why a 
thief who stole fifty guilders was hanged, if he could earn four
fold in the course of a year in Becher's projected workhouse. 

In this respect, the mercantilists manifested many points of 
similarity to the utilitarians and more particularly to Jeremy 
Bentham, the actual progenitor of the latter. It was perhaps the 
greatest sorrow of Bentham's life that he failed to implement one 
of his cherished plans of a most original workhouse. He gave it 
the name of "Panopticon"; and its function was intended to be 
the employment of "convicts instead of steam, and thus to 
combine philanthropy with business", to quote Sir Leslie Stephens' 
summarized description or, to put it in Bentham's own words, "A 
mill for grinding rogues honest, and idle men industrious" -thus 
a new manifestation of Petty's arguments. lI 

It is true and very important that Bentham used Petty's argu
ment with a difference. The utilitarians were humanitarians and 
wished to lessen the suffering in the world, an idea far removed 
from the mercantilists. In this respect the distinction was extra

,ordinarily great. But the harnessing of justice for utilitarian ends 
was common to both. This was particularly evident wherever 
justice could be made serviceable to the state. The best example 
is the manning of the galley fleets through the activities of the law 
courts. This practice was pursued in many countries, but most 
vigorously and longest, probably, in France. In this matter Colbert 
did nothing more nor less than his predecessors and successors. But 
his activity throws particular light on this kind of economic policy. 

In the innumerable letters of Colbert to the presidents of the 
Courts of Justice and to other persons, there is the continual 
refrain that they should "condemn as many criminals as possible 
to the galleys" -as one intendant put it in his letter to Colbert, 

It On the treatment of vagraney, etc.: Webb, En,1. p"", Law Hisk117 I 
102-14; Furniss, Position of /he Laborer in a System of Nationalism ch. 4 and 5.
Petty, Treatis. of TtIXII,esp. ch. 10, .. OfPCDalti .... (Eeon. Writingl I 6711".).-

• Starkey, A DiDIogue lutwun CardiMl Poll I11III TIromas LupseI (England in the 
Reign of Henry the Eighth, Early Engl. Text Soe., II, ed. Cowper, 197).
Becher, Polilisdre DisJ:vrs, Part 2, ch. 26 (1673 ed. 2.f.6).-L. Stephen, En,lish 
UlilillJrillllS I 203.-J. Bentham, Works, ed. J. Bowring (Edinb. 1143) X 226 
(Letter to Brissot); the book itseif,Panoptiam (written 1787, published 179')' 
oft. t:il. IV 37-'72, as also the biographical part of the Works, show lufficiently 
what weight Bentham attached to his plan for this workhouoe. 
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"In order to maintaio this cOrpl which iJ necessary to the state." 
An IIIHKIII glnlrai at Toulouse said that judges who allowed them
.clveJ to be behindhand in thY matter "should be ashamed of 
themsclveJ, that they served the King 10 ill in thY respect, con
.idering the great need for galley mYel", The condemned were 
frequently kept in the galleys for tenI of yean beyond their 
sentCACeJ; they were IcIdom let free at all unleu they were 
fortunate enough to buy a Turk or lome other bird of ill omen 
who then took their place, or uuleu they could buy themlclYei 
free In lome other way. In a letter to the Intendant of the galleys 
in ManeilleJ in 1678, Colbert gave the latter detailed instructioDi 
concluding, "HiJ MajeJty relieJ that you will have an eye to thY 
economy." An officialliJt of lick galley mYel, whom the King 
out of hil gracioUIDeu and charity let free in the year 16740 iJ 
characteristic of the aystem. ODe of the condemned mentioned 
in the list had completed his aentence in 1650 and bad thus 
been kept twenty-four yean beyond his time. Two othen mould 
have been rcIeued in 1658, one in 1659, two in 1662. and finally 
four in 16~. The Dumber ofthClC lick mYel who bad been kept 
at leut ten yean beyond their proper aentCIICCI _ thus ten in 
all, and they were then let free ouly because they were ailing. 
which must have made them leu serviceable. The I&IIIC _ true 
of twcDty-two othen who had been kept leu ·than ten yean 
beyond their sentences. In. the year previous, the Bishop of 
ManeiJ)ea, with typical respect for the maxim that might coma 
before right, had written to Colbert aaying, "The IDOIt vigorous 
complain .. come from thole who have a1ready eerved their time 
twice or three timeJ over and who find it dilIkuIt to contaio them
ae1vea further In patience. If the King were to ICe bY _y to 
liberating at Ieut IODIC of the oldClt of them every year". in the 
opinioa of the prcIate that would have a good efl'ect. 

The poor creaturel who were thus treated were cbainaI Cut 
by their oan, without trouaen or ahoa, IOIIIetimI:I kept alive oaJy 
by piCCCl ofbread dipped in wine. bleecliq &om maltJabDeDllO 
that they oftea bad to be whipped to make them _ at all if 
they bad W1en uleep at their chaina. AIaoaa them were Ncb u 
bad come to Irid'IOr crimea which, in IIIOClena eya. _ of the 
most trivial o.ature and _ lID Ioag.:r puo.isbed at all. A Jarp 
proportion. were recruited &om the J--im. that is. people 
who bad eztncted" aaIt tbemIdw:s &om _ water &lid thlll 
~ .p..t the 10----.. aaIt moaopoIy. Ia Colbert', 
time there _ &mOII& them a I'rotalant ~ who bIId "
COIldcmaed tor atteJnptiac to bve the coaa.uy. Tbe imponao.t 
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point, however, is not this state of affairs in itself, for the abuses 
of the ancien rlgi17l4 were innumerable even in the eyes of those re
sponsible for their administration. What was characteristic was that 
the representatives of the French monarchy considered this part 
of the administration of justice one of their honourable achieve
ments. Thus in the longest of his state papers, a memorandum 
of 1663, Colbert pointed it out as a credit to his monarch-Leo to 
his own credit-that they had succeeded in condemning so many 
men to the galleys. 20 

Similar examples are to be found in great number. In England, 
the French practice of recruiting galley slaves by the aid of the 
law had its counterpart in the practice of pressing people into 
the navy, indeed which lasted down to the beginning of the 
19th century. It was one of the bases for the manning of the 
navy. If in doing so, justice was not prostituted in the French 
manner, to balance matters many people were taken who had 
not come into conflict with the law of the state at all. In addition, 
the slave trade, with its horrors long familiar to all, was one of 
the geIns of trade which every true patriot had to regard as one 
of the foundations of his country's well-being. Population policy 
bore the same stamp, the slave trade being in many respects 
only one side of this policy. The innumerable letters with regard 
to the populating of the French colonies with young girls, who were 
sent thither by shiploads, usually from Houses of Correction, but 
sometimes also young country girls (jeunes villageoises) , were 
almost of the nature of instructions for human breeding-studs. In 
the same breath mention is made of shiploads of women, mares 
and sheep; the methods of propagating human beings and cattle 
being regarded as roughly on the same plane. In other spheres, 
too, there were many interventions on the part of the states of 
which we have had occasion to speak in other contexts: e.g. the 
destruction of English tobacco fields by military power, in the 
interests of the colonies, which practice lasted in certain parts of 
the mother country for more than seventy years; similar measures 
in Sweden against such iron forges as competed for charcoal 
with the furnaces ; against cities which it was desired to transplant 
from one place to another, and against Finns who would not 
relinquish their s.ettlements in some parts of central Sweden and 

.0 LntrIS tU Colbert nI: r: II ff. "passim (esp.III: '" '42 f., III,,: 0 135); 
the lilt mentioned in the text III: 0 680 f., report DC 1663 II 51.--C<muP. 
IIIimin. SOUl Louis XlV (ed. Depping) II 873-955 (Letter from the Bishop of 
Marseilles 939}.---CMment, HiJtoin tU CoIbm " tU s ... lllimUristrotimJ (Paris 
1874) I 445-57. 
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therefore had their hO\llel burnt down while they were themselVei 
deported. We may further inatance the "Political Lent", with 
prohibitioN against the use of meat, for the encouragement of 
native fisheries; the compulsory wearing of woollen capa; the 
compulaory burial of the dead in woollen ahrouda to create a 
market for the native cloth industry; the bitter and bloody 
crusade for the uprooting of cotton prints; the battle more 
grotesque than grim agaiNt ItUff' buttON, and 10 on and 10 

forth; all of this in juxtaposition with a theoretical aversion to 
economic compulaion III 

The amorality in the choice of meaN even more than in thel 
choice of enda reveala the indifference of mercantiliata towards I 
the human element. 

On the other hand there wu a certain measure of toleration 
visible in the faet that what wu regarded u an impossible 
ucetic ideal wu abandoned and the weaknesses of human nature 
were taken into account u data upon which to hue economic 
policy. This held good primarily in the ,. .. of ,Ilia. The literature 
is full of remarb IUch u "Every man is naturally covetous of 
lucre, and that wherein they lee moat luere they will mOlt gladly 
exercise". "No LaWi are prevalent against gain." "Gain doth 
~.r Iway and command with mOlt men." "Gain is the Centre of 
the Circle of Commerce." "So much hardship, 10 much trouble, 
10 many men have DO other objcctive than profit; around this 
centre point revolves the whole Iphere of businesa," and 10 on." 

It TypIcal '-'n with rqud ... the popuIatioa policy lOr the FftDCIa 
CDloo>Ioo, apan ...... the ..... Ii- abow (_ abow 161): '-• c.IMC 
III: D 476. 41\, - '. SI,; ~ .... II 59S It. "*-T.....,.,,. policy: 
.... n.f*cw.w~ II44t; UJ-III digit, 18It.' ...... _ 
be -.phMi...t that __ ..... with ......... amditiaao ...... ben .... .... 
!be ~ or !be 19th -bUY ia riew. U- &or recall ...--
will_or _~!be -U" ben ~ rr-.-.....w
romal ..... be_ 

• Tbeaampla ......... rudca:~"'.c--. ..,"'"'( .... a--d, 
In, c:t 16' ......... UDder ........ "); ~,..w.-o.. ..... Put. 
ell. 9 pan, ell. 10 (I. ell. Loed. llin. '10. fig); c-"'. CiftII ",c-. 
So .... "... (I,ll _ ..... or _lide or !be book); Sir R. .......... 
GIwI ....... , • _ (Loed. I&!is) 'f; ............... rNidi ( .... ell. 
Il_ ,6,So M).-NoN tkcaiW ill !be ~ .. a ~ .... FftDCIa 
bktiat-.fKtureor 167a ........... !be .......... _----
- ......................... 1 ..... 'iI.'y ...... qui ~ pIuo ___ 
l cultI_ he AnI, iii qui ................ ~ll __ b1· a _ ................. ~ ..... I-....- .................... .... 
pour ..... qui.'y .,.....-,lla ....... __ ........... __ lla .. ... ......... -.. (......, ................ ~- .. -'-IV 1).-4 ,.....,. ...... ., ...... "'~ ... 
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The toleration did not, however, apply to the actual workmen. 
Their sin, as was shown at the end of the third part, was ineradi
cable sloth; the willingness to stimulate the interest of the WIITKnS 

by increased returns was indeed rare. 
I",ligiDn 

This brings us directly to the attitude of.mercantilism towards 
religion. For reasons easily explainable this was similar to its 
attitude to ethics, and like this, was of great importance with 
regard to the practical shaping of economic policy. 

The ·whole tendency of mercantilism made economic policy 
antagonistic to the church and priesthood, and on the other hand 
brought these into harness against mercantilism. Petty could 
seldom speak of priests without adding some malicious remark. 
Colbert from the start was in opposition to the interests of the 
church and this standpoint was to gain in importance in the 
course of development and finally leading to the victory of the 
church, annihilating the work of the great statesmen and driving 
the French Huguenots into countries competing with France. 

In the first place efforts to increase the population were directed 
against celibacy. This consideration was mentioned in Protestant 
countries only as an explanation for the decline of Spain, but it 
was of practical importance in a predominantly Catholic country 
such as France. & early as a report of 1664, Colbert advised Louis 
XIV to lessen the number of monks and nuns. In accordance 
with this, the French practice of encouraging prolificacy by 
premiums was made conditional on the children not becoming 
monks or nuns. A higher age was prescribed for the monk's oath, 
and other measures, too, were taken to oppose celibacy. 

In another important sphere of mercantilist activity, the 
opposition of mercantilism to religion and the church was equally 
pronounced. I refer to the struggle against idleness. Colbert was 
clearly very anxious as to the effects of monastic almsgiving on 
the diffusion of this, in his eyes, particularly detestable vice, and 
expressed his emphatic opinion concerning it on several occasions, 
the last being as late as 1680, when it had already become difficult 
to oppose the clerical tendencies in the court of Louis XIV and 
Madame de Maintenon. Colbert wrote to one of his intendants 
on "the host of beggars and idlers to be found in the neighbour
hood of the monasteries, who give alms blindly without making 
any distinction between individual cases". One month later he 
returned to the subject of "these public alms which are given 
without reason or any knowledge of indigence". Conditions were 
not the same in the Protestant countries, but the Protestants were 
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at one with the Catholic mercantilists in their dialike of the 
numeroUi holidaY'. The English pamphleteen calculated the 
number of daY', and the milliona, 100t to indUitry in this way. 
Henry IV, and later more particularly Colbert, used all possible 
meana to cut down the number of holidaY'. 

. AJ a politician in matten of colonial policy, Colbert wU 
engaged in perpetual warfare with the priesthood in Canada, 
at. well at with the Jesuits and various orden of monks. He 
himlelf inatructed hil intendants there to reduce their numbers 
at far at possible. The main cause for this wu the fact that the 
priesta wished to limit the retaillicenaing and sale of Ipirits to the 
Indiam, while Colbert regarded this trade at the mOlt certain 
meana for Inducing the natives to deliver the fun which repro
.ented one of the major economic interests of these colonies. 
The antagonilm between commercial and ethical interests here 
"'at obvioUi. In hil imtruction to the intendants Colbert wrote, 
for example in 1668, that the intendant should confine the power 
of the priests, and should investigate whether they were really 
iwtified in IUggsting that alcoholic liquor made the Indiana 
luy, or whether it _ DOt true that on the contrary the prospect 
ofit stimulated their hunting spirit. At the lame time the intendant 
wu to resist the Jesuits in their efforts to keep the converted 
Indiana at arma length &om the Fralch. In another and later 
letter (1677) to the 'UCCCSIOI' of thia fint intendant. Colbert _. 
forced to put forward quui-re1igious CODIiderationa which, 
however, pro~ a thin mask for hia actual commercial motives. 
In hia opinion the spirit trade mould not be disturbed on trivial 
pundl, for it II a "commodity which aervcs to 10 high a dqree 
to brina together commerce and the aawp themadva with 
orthodOlt ChriItiana .uch at the Fraach". Indeed if the tpirit 
trade were nqletted it might -U WI into the hands of the 
English or the Dutch and that would indeed be hercsyllinally in 
16790 in spite of all hia efforts Colbert had to yield. and bbid 
the trade in lpirits with the Indian&. ThiI decree, hOM'V'er, 
remained purely nominal. The atnlgle apiast the efforu of the 
priesthood persiated. • 

Mercantilist economic policy came into conftict with religion 
more particularly where it _ a qucstioa of the immigratioll of 
heretinl cnItsmaI. CII' in .--.I of rdigiouI toIeralioaa. T oIeratioll , 
- the unani_ demucI of all theofttica1 and pnctical: 
economic politicialla IIIldcr mercantilism. Oa DO ocher question \ 
- then: S\Kh complece unanimity. Oa the _ hand the Dulda 
were nft:m:d to as the CWDtI'f to be imitated. and .. the best 
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illustration of the economic value of toleration. On the other 
hand, the expulsion of the Moors and Jews from Spain was 
exhibited as the pernicious result of intolerance. Colbert always 
took the part of the members of the reformed church, above all· 
of the Dutch family of van Robais who had founded the textile 
works in Abbeville. However, he fought a vain contest, and tried. 
to disarm his opponents by attempting to convert the Robais. 
But in this he was unsuccessful. On the whole Colbert was vert. 
careful that neither he nor his colleagues should press the priests.. 
and Jesuits too far, since, as he once wrote to an intendant, "that • 
would make them "almost useless for the service of the King". Of 
the direction in which his own desires lay, however, there can 
be no doubt. 

In other countries where the clerical influence in politics was 
weaker, the reformers displayed greater courage. Petty went 
furthest with his worldly wise contempt for clerical considerations. 
We have already shown that he was in favour of commercializing 
the whole system of penalties. In agreement with this principle, 
he believed that heretics should be given complete freedom of 
religion in return for a decent payment. If they allowed themselves 
to be driven away from their faith by this measure, it proved, 
he thought, merely that their faith was of little consequence, but 
if this did not occur, that was just as fortunate an outcome. Such 
arguments were obviously far removed from the atmosphere of 
religious wars. But Petty was not content with this, and what he 
said in this connection constituted one of his most original 
contributions. In fact, he went so far as to assert that schismatics 
as such had a positive value from the economic point of view
a theory which Sombart, in our day, has taken up again. Petty 
stated, for example, "Trade is most vigorously carried on, in every 
State and Government, by the Heterodox part of the same." 
"Trade is not fixed to any species of Religion as such; but rather 
•.. to the Heterodox part of the whole." After proving this 
carefully, he concluded, "From whence it follows, that for the 
advancement of Trade, (if that be a sufficient reason) Indulgence 
must be granted in matters of opinion." That this in Petty's view 
was "a sufficient reason" may be clearly seen from the first part 
of the argument. All true mercantilists likewise attacked "Persecu
tion as detrimental to trade". The whole problem acquired an 
effective reality, more particularly after the expulsion of the 
Huguenots from France, in those countries where the religion of 
the reformers differed from that of the particular country, i.e. 
especially in Lutheran countries. In most countries mercantilism, 
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with ill commercial viewpoint, won the day over the orthodoxy 
of the Church. II 

The aame tendency II manifested in the fact that the Jews were 
placed on a new footing in the 17th century in mOlt western and 
central European countries. 'Thu mould certainly not be regarded 
•• general pro-Jewlah feeling on the part of mercanti1UtI. No 
lucboeentiment wu ever felt among thOle in power. 'The increased 
toleration WU Dot moreover entirely the effect of economic con
JideratioDi. Becher, who wu generally strong in invective, 
'Ipoke by preference of "Jews and canaille", and even found a 
mercanti1Ut l'euon for hu hatred of the Jews. He laid, in fact, 
that they would not !\mction U coDiumen of commodities, U the 
doctrine demanded, but preferred "to live in a a1oven1y and 
entirely mean faahion". A French intendant at the beginning 
of the 18th century believed, on the other hand, that the Jews 
were Ideal citiaeDI from a mercanti1Ut point of view, because 
they did not invest their capital in land or other immovable thiugs, 
but allowed it to circulate in trade. In spite of the incidental 
difl'erencel in outlook, which have' alwaY' exiated and will 
probably alwaY' exiat where theJews are concerned, this much is 
clear, that the leaden of mercanti1Ut policy wiahed to Clttend 
toleration even to the Jews, and that thia toleration _ deter
mined primarily by commercial CODIideratiODL At the aame time, 
the purely financial Rquiremenll of the atate alao played their 
part, ad IOmetimes even the religioUi intereat in the mission 
among the Jews could work in the aame direction. 

'The .ample of the Dutch _ of specially great effect here. 
Dutth toleration of the Sephanlic: Jews who were driven from 
Spain and Portugal_ aD imtance evident to all and furnished a 

" The Importance 01 ceIlbKy u rec-nIa SpaiD: aw.t. X-~ " 
T ... ell. 10 (16,& ed..II03>.-()oIbort ..... aellt.qr: Z-. CWIoot II fiB t. 
VI So I'f.-colbert ..... almtliw.c: .... II 71 ...... _1.-a.s...,..1ooIi-
dill'll: "1'uIK.1a Roduoe 1hiI~" .. (1549): .... T ... &.. 0-. 
III ,.,; Ia .. __ .... Ieaod ia PIontioI .. t. _ ~ ..... - ........ 
L· ......... .....,. ,.... II I,&. ~ ..... 'IlIA • •• (.m
... ) ,..I.-&Ie olopirill ia Cuooda: ia.- Z-. CWIoot III: .. eop. 
bat f •• 4"S If.. 617"41. 6t1 _ hm ....... l<l"lbort·uni ...... the ...... 
Gillie _ Rab&Ia ia ...... poriDd (1680) .... II nil t. WI; w. ....... 
_111:·..,r.-OI' ... IIocIiIII ...... ·rq .............. ......... auld _ .. --.... ia ... &nt .................. ClaM _ the __ 

ol ....... t...- _lor boIIiDol ...... .u. the .............. ...... 
withill ....... ......,.-'c ...... liwa iolfpicMwidl_-",-
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particularly powerful argument in a world dominated by envy 
and admiration for the Dutch. In English literature Child was 
foremost in making use of this argument; in the readiness of 
Holland to receive the Jews he saw one of the reasons for its 
superiority, and desired that Jews be naturalized in England like 
other foreigners. This was said after the Jews had been allowed 
once again to settle in England under Cromwell, where for three 
hundred and sixty years they had not been permitted-at least 
officially-to show themselves . 

.As usual it was in Colbert and his monarch again that the 
contrast between the claims _ of mercantilism, and religious 
intolerance in connection with the Jews, was expressed with 
particular clarity. In a letter of 1673 to the intendant in Aix, to 
which region Marseilles belonged, Colbert warned his subordinate 
not to lend .ear to the complaints of the merchants against the 
Jews; nothing was more useful for trade ~an that the number of 
people engaged in it should- be increased, even though the 
Marseilles merchants should not be able to comprehend this. 
"And whereas the settlement of the Jews," he said, "has certainly 
never been prohibited out of consideration for trade, since where 
they be the latter usually increases, but solely on the grounds of 
religion, and whereas in the present case it is purely a question of trade, 
you shall in no wise hearken to the proposals made to you against 
the said Jews" (my italics). In the colonies, too, Colbert showed 
favour to the Jews. Their "usury" was to be kept down, but he 
declared, also in the name of his King, they were to have complete 
freedom of conscience, with the proviso that the exercise of their 
religion did not shock the other colonists; otherwise they were 
to have the same privileges as the latter. Moreover the governors 
and intendants, acting on the ruling of Colbert, rejected the 
multifarious attacks made against the Jews. The pro-Jewish 
feeling manifested in France under Colbert at first went so far 
that Louis XIV, in a visit to the Jewish city of Metz, even visited 
the synagogue in his official capacity. But finally in this respect 
things went the same way that they did in many others. The last 
years of Colbert saw the triumphal return of intolerance which 
had won the day at Court and thus his last years saw the Jews 
numbered amongst those who were condemned for religious 
offences and the abuse of the sacrament. It was urged that they 
should be expelled from the French cities of the South and in point 
of fact this did occur to some extent. In the French West Indies, 
their good years likewise came to an end with Colbert's death. 
It is true that the French intendants still occasionally were 
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aympathetic towardl them, as ia IeeD in the example (of 1709), 
which I have jwt quoted. In thil fClpect, merc&lltililm in Fl'IIDce 
was defeated and thOle who felt it mOlt keenly were theJeWi and 
reformed iDdwtrialilti. But underneath all thil there wu still the 
fUndamental tendency of the mereantililt economic outlook 
towarda toleration. 

Similarly in Germany. In the 17th and 18th centuries theJews 
by favour of the princes gained a fresh foothold. Particularly well· 
known ia the charter of the Great Elector allowing them in 1671 
to aettle in Bl'IUldenburg. A very valuable contribution to the 
hlatory of the Jews of this time is the autobiography of Gludel 
von HanteIn. a Jewish mother of thirtCllll children, who deacribel 
her experiences from the occupation of Altona by the Swedes 
under Charles X. until about 171110. In this book, practically two 
groups of characters occur to the exclusion of all otllen: Jews and 
Christian princes. The muten of amaII' and great German 
principaUties could not do without. their "Coutt Jews". ID this 
_y the Jews found. their niche in the· mercantilist alate order. 
Like Colbert in the lint of the two letten quoted, K_iinkIM 
Hille (1734), who, as we know, wu Fn:derid the Great'. instructor 
in economic affain, declared, "EIa Ntiirt __ it iI all one 
whether a gentleman or a Jew is the trader." 

This clearly reveala the situation: a1tan were raiscrl to other 
goda than thOle of re1igioua. A concept such as that of Petty', 
wilh regard to criminal legialation, that monetary paymenta 
should take the place of all penaltiea, must have led directly 
to re1igioUi tolerance to-roa thOle who were blessed with 
worldly ~oua.N 

H Bochu. ~ ~ ..... Put 1 do. I UIIl14 (1673 eeL. 1040 118).-
IDIaldut St. a....- eo tbe .......... IIIiaioIer 01 6....oe 1109: .... c....,.. 
..... ......, ..... (eeL BoiaIiaIe • ~) III No. 109. _-
m- ia lhejewioh ............ ia ............. ......a!he Gn.&~: 
N. KOhler .......... _ .... .........,.. •.• (Studiea L Gada. 
d. WiNdoaI\ .. ~ ..... eeL It. HIpb, Ill, Bed. 19'17) .~ Xoa-" r .... chap. s, 'I. UIIl 10 (1&gII eeL los. 1440 Ig7).-F'nace: 
'-. c.a..c II 6790 .,... Ill: a 49'1. SII f., VI 1st UIIl -. 188 f., I" 
(- 01 tbooe ... ia c-.... .......... eeL ~ .\'): c-.... L _ • 
... I No. s6'I (_ r. !he ....... __ .. JW&,,): H. ",.\iao. MllM 
J ............. die AaIlnIe ........ KolI.I ...... (J~. 
J. &.co. .. ........ .c..\. Xl. 1915, 51171t): ........ ~ L',.... 
....... "-_".., Xlr 191.-Gor-.,: GIikW _ ~llooIl

...... ' ) '" eeL A. hiIcIoeoIIOIol (.m eel., BerL 19os): F . ....,......, 1M 
,.,.."...~ ............ "... ,.,~ (Faa' • 
.. V ....... a.... .. N. A. .... ~ r-:Ari\ D. ScIoIror.J-o 
19'5. s6t-6$'): So s.n, 0.,....,. ...... ,... (\'eRi&MI, .. AW. 
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. J3. SOCIAL CAUSATION 

The same inteIiectual tendency was expressed also in the 
rationalism which characterized mercantilism to so high a 
degree. There was little mysticism in the arguments of the 
mercantilists. They certainly had many preconceptions; it would 
otherwise be difficult to explain why they looked upon economic 
life in the way they did. In general, however, they did not appeal 
to sentiment, but were obviously anxious to find reasonable 
grounds for every position they adopted. Moreover, their argu
ments, at least in many cases, were rather barren. This resulted 
primarily from their aims-material results for the state-
without much interest being shown in individuals as such, and 
none at all in their spiritual welfare. In addition, the discussion 
of the application of means to ends-the use of material interests 
for purposes of state-usually revealed a lack of any exalted 
principles. Psychologically, the affinity between mercantilists and 
laisse;:.-faire writers was marked in this respect, too, although 
the difference between interest in the state and interest in the 
individual, in power and humanity, makes itself felt throughout. 

Already at an early date, this rationalism expressed itself in 
references to nature. Nature was conceived as a factor which also 
influenced the social sphere, social life being placed parallel to 
the physical life ofthe individual; and society was regarded as a 
body with functions similar to those of the physical body. The 
latter conception was linked to old traditions, and even early in 
the 16th century these traditions determined the form taken by the 
discussions. Starkey, for instance, in his dialogue between Cardinal 
Pole and Thomas Lupset was as tireless as he was tiresome in 
making use of this kind of metaphor (circa 1538). In this book of 
his, society suffers from consumption, paralysis, plague, frenzy 
and other "diseases of the body politic". The various parts of the 
body are identified with the various classes and organs of society, 
and so on. John Hales, the presumptive author of the Discourse oj 
the Common Weal, in 1549 designated the revolt ofthat year as an 
attack of "civil frenzy". Malynes in particular was the victim of a 
fantastic nature symbolism. His magnum opus, Lex Mercatoria (1622), 
was built up on such a construction. The first book treated of 

f. d. Wisseuschaft d. Judentums, Hi.lory Section, Ill, BerL 19"5) I: HI, eop. 
I chaps. 3 and 4--Hille'. observation: Naude, ~jHJIiti1< Brtwfn>. 
burg-Pmusms 6is IUD (Acta Borussica, Getr.-handebpol.) 45O.-On the whole 
question: H. Valentin, Jud4nuu ItisI4riII i &eri,. (Sth1m. 19"4) 11-19 and for 
Sweden ch. 6. 



NATURE OF MERCANTILIST CONCEPI'JON or SOCIETY S09 

"commodities, ~mpared to the body of Traffic". The IeCOnd of 
"Monies compared to the Soul of Traffic", and the third of 
"Exchanges for Money by Bills of Exchangs, compared to 
Ipirit or faculty of the Soul of Traffic" \_ 

Such physical or metaphysical phantasies at those of Malynes 
merely expresaed what medieval preachen and writen might 
have put Corward. However, tbiI tendency to draw analogies 
from nature with regard to aocial phenomena waa very important 
Cor the Curther development of aocial thought. But the result waa 
different when the natural aciences made further advances and 
were believed to have diac:ovued fixed rules for natural pheno
mena; for then the concIuaion waa tempting that thia wat also 
possible in the Iphere oC aocial eventl. For ObviOUI reaaona, these 
matten were manifested mOlt clearly by Petty. He _ not only 
an economiat and ltatiatician, but abo a doctor and a natural 
acientiat. With Becher, it it true, thinga were similar; but Becher 
in addition waa an alchemist and, &om the ltart, a visionary in 
everything that he undertook. He _ therefore conaiderably Iaa 
likely to import into aocial questiona the ordered diacipline oC 
the natural lCicnca. Petty on the other hand went to extremeI 
in hit belief in the application of natural IaWi to the aphere 
of aocia1 phenomena. He quoted with approbation Horace', 
quip on nature that it c:OuId be driven out with a pitchfork 
and yet would al_ya reappear. He waa provoked by ''that 
infinite clutter about resisting Nature, Itopping up the windt and 
_", and irritated by attempts "to penuade Water to rise out 
of itxU' above ill natural Spring" (166a). Other authon of the 
17th century were not 10 clear in their ob.ervation, but even in 
them -. to be diJoerned the basic idea of a natural ICi.entific 
~UI in aociallife. Here, too, Roger Coke _ the mOlt origiaaI 
-unfortunately in a fubion calculated to CODCe&l the unusual 
independence and Creedom fiom prejudice of hit argumeata. He 
wrote lOur COIIIleCted pamphlets (1670/75), wbicb be inlJoduad 
with aleag1hy aeries of"petitiom" and axioms. He began with a 
diJcuaioD of the tint axiom of Euclid, and thelia mdcawured to 
force the dUcumOll into the tame mathematic:al1Cheme. Certainly 
the only result of this _ that be CRated a \DOll bi&am: impn:t
lion, entirely iaappropriate to the CODtst of hit worL But atiD it 
it typical that he adopted auch a -mod. Coke. of coune,. had the 
- attitude i1l priaciple .. Petty, and aaid, lOr example. "I wiD 
1le'YeI' beI.iwe that aay maa or Natioa eYer well attaia their eadI 
by ~ --. apintt the N8tUre and Order of thiap. • 
Daveuat obIened ill 16g8. "W'adoaa. IIIOIl CODIIIIOIlIy ill the 
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Wrong when it pretends to direct Nature." These instances are 
by no means isolated. s5 

We must regard from the same point of view, many of the vet") 
numerous utterances to the effect that all interference by legis. 
lative means was unavailing. Sometimes they were certainly the 
expression of a by no means doctrinaire view, based on wide 
experience, of the corrupt and ineffective nature of state admini· 
stration. But frequently, and in fact at an early date, there 
appeared in addition to this a theoretical conception of a parallel. 
ism of the social world with the external phenomena of nature 
This must have been so with Petty, when he said in 1676 that the 
lack of order in the administrative division of the country obstrucll 
"the Operations of Authority in the same manner, as a whee: 
irregularly made, and excentrically hung neither moves so easily 
nor performs its work so truly as if the same were duly framed an~ 
poised". It was quite natural for a member of the Royal Societ} 
in its early years to write in this way. But more than a centUI'} 
before Petty, William Cholmeley (1553) compared the quantit} 
of goods in a country with the water in a spring, saying, "As the) 
that stop the course of a river, and will suffer no man to fetch the 
water from them, shall have more discommodity by the keepin@ 
of the water than others can have by the lack of it, and yet iE 
short time it Will break from them, malgre their heads . . . ; eveE 
so, they that shall keep the commodity of their country from them 
that have the thing that it serveth for shall at the last (yea, an~ 
that within a short space) be glad to let it have the right course, 
and content themselves to be merchants to those where thl 
utterance of their commodities Iieth most best." The author 01 
the Discourse of the C01II11Wn Weal wrote roughly about the saml 
time, "Ev~ry man will seek where most advantage is, and the) 
see there is most advantage in grazing and breeding than iE 
husbandry and tillage ... So long as it is so, the pastures shaU 
ever encroach upon the tillage, for all the laws that ever can bl 
made to the contrary." 

Curious as it may seem, in the course of the 17th century thl 
idea grew common that it was impossible to influence the COursl 
of economic life by means of legislation. Expressed in varying 
terms and with changing emphasis, this is to be found in almost 
every mercantiIist writing. Axel Oxenstierna, with his laboriow 

.i Starkey (see above, note 19) 18" p.ulim.-HaJes' .tatement: pro Discour .. 
'lithe Cotnmtm Weal (ed. Lamond,Ixvi).-Petty, Treatise'll TIIXU, ch. 6 (&on. 
Writings I 6o).-Coke, T"a/ise III 57.-Davenant, ESSIg upon the &II 10m. 
Trath (Appendix to Dis"",su ... the Publid< RIMouu II) 35. 
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and latinized mode of expraaion, wrote in 1630 on the manifold 
disadvantages of the Swedish copper coinage, "They mUit well 
be luffcred in wence,;op", _tal 1riM/is rLe. on account of 
the command of the prince], but do not change ~ ~ 
" __ ~ [the opinion of human beings and lOund 
common leaIe]. On the contrary, although they are occasionally 
hidden, they break out when the opportunity offen and then 
private Individuall adapt themselva to them." Lewes Roberta 
coooected the view with an apotheoa. of the merchant who, 
according to him, regulated ''tacitly in hiI C101et the disonIen 
committed by wnll and the ownigbll which the great afl'ain of 
PrincCl' necCilitiCi plunge them in; and thUi creating to bimIeIC 
and othen of hiI profCllion a certain Rule and public Balance, 
that Ihall_ u an equal Par and Standard of all PrinCCl' coioa 
whataoevc:r" (n. MmAaIs M4pt4 "c.-, 1638). Child 
expreaed the idea of the binding Corce of ec:ooomic powcn much 
more generally and put it with bll uaua1 verbal elegance, "They 
that can pve the best price Cor a Commodity Ihall nOvel' fail to 
have it, notwitlutanding the oppoatioo of any Laws, or inter
poation ofany Power by Beaor Land; oflUCb force, aubtlety and 
violence II the general COlIne of Trade." Daveoaot made the 
degeneration of the human nee responsible for it, but was no 1_ 
convinced of ill validity; he Aid. "Nowada,. LaWi are not much 
oblerv'd, which do not in • _ execute themselveI." The 
'molt lucid ltatemeot oC thiI view II to be found in the report oC 
all EngIilhcommitteeoCtheysr IGaa, 00 the aubject of the export 
prohibitioo 00 prec:ioua metala; it was probably writteD by 
Tbomu Mun, • member oC the committee, u the __ typical 
formulatioo ia to be found. in • _bat waker form. at the 
cooduaioo of hil moat fAmouI book. The committee oC COlIne 

made the import aurplUll'ClpODlible lOr the export oCthe preciow 
metala and Aid, ''Thll II 10 Dt'lCSIUily true u that DO law, DO 

treaty, DO loa to the men:haat, ••• IlOl' danger to the exporta'. 
can PftWGt it, but if it be met with all in ooe put. ~ it mUll 
out in another • • • But if thia waste oC beiga __ be kept 
within compul oC our commoditiea _tcd in beiga puu. thea 
though • • • the e:achance 10 he at the pleuure oCtile mr:n:haall 
CODtractina it, thouch .•• all __ be IUIfaed to carry --r 
"'berever he will, Jet thiI CIW't'-ballUIce of our commoditiea will 
force it ....... ____ (oC our atock by prcciouI meWs] ~ 
• ~f1 " ..... ~ ........... (my italics).-

.. I'Wy. N. ....... cl.. s IE-. ~ I p).-W. ~ -ne 
It ........ SuM"'.~ ......... ~ ...... T .. &..Dws. 
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These examples taken from an innumerable host of others 
demonstrate clearly the belief in the existence of a powerful, or 
perhaps even complete, social causality, in a connection between 
cause and effect which could not possibly be disturbed by any 
measures of the politicians. Even in the heyday of laisse;:.-faire, 
when the "Heaven-ordained Laws of Supply and Demand" 
prevailed, it would be difficult to find a more extreme expression 
of the belief in the inexorable nature of economic laws as is 
evident in the last quoted extract from the report of the com
mittee of 1622. This notion of the ineffectiveness of legislative 
interference was cherished not merely where it was believed that 
the latter stood in conflict with the inevitable course of nature; 
it was far more universal. 

The idea as such was indeed old. In fact it has, perhaps, always 
existed in some form or another, but it grew in practical import
ance in the course of time. Sir Thomas More's Utopia (1516, 
English translation 1551), which did not represent a particularly 
typical mercantilist point of view, had already emphatically 
underlined the fact that repressive measures against theft, murder 
and vagrancy were useless, so long as the economic causes of these 
evils were not abolished: "Let not so many be brought up in 
idleness," he advised, "let husbandry and tillage be restored, let 
cloth working be renewed, that there may be honest labours for 
this idle sort to pass their time in profitably, which hitherto either 
poverty hath caused to be thieves, or else now be either vagabonds 
or idle serving men, and shortly will be thieves. Doubtless unless 
you find a remedy for these enormities, you shall in vain advance 
yourselves of executing justice upon felons." Sir Thomas More 
also came to the same conclusion as was advanced down through 
the ages as an argument against the infliction of the death penalty 
for theft; that, put briefly, the danger of murder was increased, 
because in this way the criminal lessened his risk without increasing 
the penalty. The same beIiefin the economic and social causes of 
crime lay behind the efforts of the Tudor and early Stuart periods 
to make the employers let the workers continue their work 
whether it paid the former to do so or not. The preoccupation 
with the causes behind social phenomena was also strong in other 
spheres in the 16th century. The earliest of the essays ascribed to 

III 14".-Disc. of lire C .... WI4l 5S.-OUNtimuu SIa • • brefo. Ser. I, I 345 (
Roberta 4B.-Child, Disc<JwSl ch. 8 (16gB eel., 147).-Davenant, Essay fI/1DII 
••• Balltma of TraM (11igg) 55.-1662 report: extract in F. H. Durham, ''The 
Relations of the Crown to Trad. under James I" (T,OJIS. 1lt{1. Hisl. &e. N.s. 
XIII, 1000, 244 not. 4); ct: MUD, &.fl. T,. ch. 21 (eel. Ashley 119). 
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Clement Anrutrong,.4 Trnllisw COlltmring, "" SltIph (ri_ 1519/35), 
ltau:. that the "Iordl in England", when listening to c:omplainta 
regarding the evib in lociety, "never learch to the original c:auae 
• • • what ia the very root of the whole need, necessity and 

Icarcity of the whole realm". In almOit the aame terma Starkey 
demanded (1538) that "we mUlt ltudy to cut away the ca_ 
• • • and not only punish the effect, a we do commonly". In the 
Polius to R,dru:, 7liI RHl"" " EIIgltllli 1liiio .. Prospmlll W 1tII"" tIM 
£11411 (1549), the Idea ia applied to pricing policy: "It iI not the 
letting of low prices that will any thing amend the matter. But 
It must be the taking away of the occmon of the high prices"
an inlight Into the facta which had evidently not yet been 
gained in the system of price regulation adopted during the recent 
World War. 

AJ uaual the argument wu expressed mOlt clearly in the Dis
_If qf IIw C- WMI (1549). The detailed philoaophical 

. theory of c:auaation, with ita practical application to economic 
phenomena, which forma the introduction to the third and lat 
dialogue of this remarkable work, is rea1ly worth reproducing in 
full, but thil would take up too much ip&CC. We extnct the 
following pusagea in llIuatration: "AJ in a clod: there be many 
wheel., yet the fint wheel being ltirred, it drivs the next, and 
that the third, till the lut that !Dovel the Instrumenta that Itrikes 
the dock. So in making of a house, there is the master' that 
would have the house made, there is the carpenter, there is the 
ltuff to make the hOIlle withal. The .tuft' newI' ltin till the 
workmen let it forward. The workman never travails, but as 
the muter provokes him with good waga [.sif] ; and 10 he is the 
principal rause of this hOlllC making. And this callie is of clcrb 
ralled efficient, a that that brings the thing principally to effect i 
penuade thia man to let hia building, and the hOIlle aIIall newI' 

come to pal; yet the hOlllC can not be made without atufI' and 
workmen." "Some think this dearth bqinI by the talant, in 
aelling bia ware 10 dear; lOMe other, by the Lord in raisinc hia 
land 10 bigh; and lOMe by thOle Incbures; and lOMe other, by 
raisinc of our coin and alteratioa of the same.. 1'berdOre lOMe by 
takina lOMe one of these thinp away (as their opinioIl ~ 
them to be the principal callie of thia dearth), thought to remedy 
this i but a the trial of things allowed, they touched not the callie 
efficient or principal, and thereIOre their device lOok 110 place. 
And if they bad (peDetrated to the main callie] the thin« bad beaa 
remedied bth with i .... that it proper to the principal aIDe, 
that as _ as it • takaa away, the dfect • ~ abo.. Ia 
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this way the author came to demand the creation of favourable 
conditions for tillage. 17 

It goes without saying that such ideas did not peter out in the 
subsequent period. Remarks of writers in the later 17th century 
are so similar to these, that to reproduce them would almost 
amount to repetition. Cary (1695) regarded the prohibition 
against the import of Irish cattle as the cause for the institution 
by the Irish of woollen manufactures, which entered into com
petition with the English-the worst possible thing that could 
occur; "Since we refuse to take the Flesh," he remarked, "they 
chose to keep the Fleece." The author of Britannia Languens 
(1680) pointed out like his predecessors the uselessness of legis
lating against vagrants and criminals so long as the causes were 
not removed. Stagnation of trade, he believed, in agreement with 
Sir Thomas More, led to the outbreak of crime. Later still (1728), 
Defoe explained Algerian piracy on geographical and psycho
logical grounds, which "made them Thieves and Robbers as 
naturally as Idleness makes Beggars". Child's analysis of the 
population problem, and more particularly his discussion of 
interest, shows how anxious were people to comprehend social 
life, and especially the economic side of it, as a mechanism bound 
fast by laws. IS 

To people of the time, there were two great outward reasons 
inducing them to search for a causal interconnection in the sphere 
of economic life. Their mental horizon, in fact, was dominated by 
two phenomena which appeared paradoxical to them. How was 

17 More, Utopia (Robinson'. ·trans. 1551)""'l!It:- I (Everyman'. Library 
26, 28).-(ArmstroDg), "Treatise": repro Tudor Ecrm. Docs. III 9+-Starkey, 
DWogue 171.~"Polices": repro Tudor Ecrm. Docs. III 340, cf. 341.-Dise. 
qfl'" Com. Weal gS-IOI. 

II Cary, Ess'lYontiuS/4Uqf EngltmJ 101.-BritonnUJ Lantuenschapo. 7 and 14 

(1St ed. 97, 254).-Defoe, Plan qf tIu English Cammer", Part 3 ch. 2 (repr. 
Oxford 1928, 239).-ln my opinion Professor Tawney is Iberefore misraken 
in Ibe latter part of Ibe foUowing passage (JUJigUm tmd tIu Ris, qf Capil4lism 271) : 
"Tudor divines and statesmen had little merey for idle rogues. But Ibe former 
always, and Ibe latter ultimately, regarded pauperism primarily as a sociaI 
phenomenon produced by economic dislocation. . • • Their successon after 
Ibe Restoration were apparently quite UDcomcious that it was even conceivable 
that Ibere might be any olber cause of poverty !ban Ibe moral failings of Ibe 
poor." To my knowledge, Ibere was no olber distinction between the earlier 
and Ibe later conception of Ibe causes of pauperism !ban tbia, that unlike the 
earlier, Ibe later did not blame it on to the moral Ihortcomings of the em
ploy ... ; moreover, Ibey were perhapo even more inclined to quote poverty 
and vagraney as a proof of Ibe usefuIneoa of Ibeir particular economic panaceao. 
Cf. also D. ManbaIl, T". English Poor ill tIu EiglrJ#mJh Cm"".7 21, 27, 37 fr. 
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it pouible that Spain; in poueuion of the "treasure" of the whole 
world, could grow .0 poor that it had to lee ita ''treasure'' flowing 
away from it before itl eyea; and how wu it poaible that being 
almOit the only gold- and wver-producing country in the world 
Spain wu forced on to a copper .tandard? And how, on the other 
hand, could the Nctherlanda, a tiny country without any natural 
advantagea in production worth mentioning, which monly 
before had appeared to be fighting a hopdeu battle with the 
fint power at that time in the world, acquire u if by the .troke of 
a magic wand the Iargeat commercial fleet of the whole earth, 
and become .uperior in competition to all other natioDi in trade, 
ahipping, fiahing and colonial power? Theae two facti gave an extra
ordinary fiUip to thought on economic mattera in the 17th century. 

In the lint place, men were intereated in nothing 10 much u 
in trade IUPremacy, and theae two phenomena mowed that it 
wu impoaible to deduce economic reauitl in that fidd from the 
limple obvioUi facti. They ilIU1trated how much a country could 
gain and how much it could 10le, and how far auch gain or 1011 
could be independent of ex.ternaI circutDItancea. Men became 
COnaclOUI that every country wuaubject to the poaibility ofauch 
changea. On the other hand, the fundamentally ItaliC outlook 
wu 10 deeply rooted that theae conlideratioDi Ilimulated no 
dynamic pointl of view. Nobody reflected that there wu lOme
thing to be gained in the d~pment of ahipping. commerce, 
and coloniaauon Cor all European countriea together. The i 
attitude to economic Mattera wu national and not international i 
But fateful u wu thia limitation (~ more tu1Iy in the 
aecond part of the preaent work), the contemplation of the inter
connected nature of economic phenomena had in illClf effects of 
a aeneral character. The contrut of the Nctherlanda and Spain 
atimulated speculation on more fundamental problem&. It 
rompelled people to think of economic phenomena u auch. ThUl, 
lOr example, the low level of intereat in the Nethcrlanda and the 
IUpcriority which thia appeared to give to the Dutch led to 
d.lllSiona on the problem of interat. which graduaDy paved 
the _y to a better inlight into the questioa. And ~ before 
this, the questiona of what makea a CDUDlry rich or poor in 
~ were broached. in ocher worda the cII"ccta on the wahIa 
of nationa or quite a ho.t or importanl ec:ODIIIDic relaticM.hiplo 
IUch .. the quantity or -" the popuIatioa tocaI. iDchatrt. 

\ 
thrift. liberty or trade and toIeratioD. Nobody CUl deDy that. 
outward changa. connected with inldIec.tual liberal.ioa. made 
\ people "think I\uiousIy" 1IDdcr lIIemUlIilism 



III 

CONTRAST BETWEEN MERCANTILISM AND 
LAISSEZ-FAIRE 

After this survey of the constituent elements in the mercantilis' 
conception of society, we now arrive finally at the problen 

",broached at the beginning of this part. How was it possible thai 
of two outlooks with so much in common as mercantilism ane 
laisse;;-faire, the one stood for the most extreme state interferencl 
with economic life, while the other was opposed to any activit) 
on the part of the state beyond that of protecting law and orderi 
Or again, how could the belief in a naturally determined course 
of events, an almost mechanical causality, be combined wit~ 
attempts at an all-embracing system of encroachments and 
regulation? And how were these endeavours reconcilable with 
the belief in social liberty? ' 

There is no uniform reply to this complex of questions. The 
most important factors which can be marshalled in explanation 
are the following. 

The freedom of trade and the harmony of interests of different 
countries, slogans which the mercantilist statesmen brought out 
when necessary, were obviously not always taken literally by 
them. Very often it was merely a question of beautiful phrases 
ready at hand to serve some particular interest or other. There 
can be no bridge over the gulf between the noble sentiments of 
trade as a means for the fraternization of mankind, to which 
Colbert referred in his company charters, and the idea of a 
perpetual trading war in which these companies, as he at the same 
time impressed upon his monarch, were to be the most important 
weapons. If is out of the question that Colbert himself could 
have been blind to so patent a contradiction. The correct and 
not very difficult explanation must be that the two points of view 
served different ends. The object of the first was to gain new 
participants and interested parties for the new structures, while 
the latter was the real motive behind the policy which was actually 
intended to be pursued in practice. The cosmopolitan utterances 
of Colbert merely demonstrate that with his theory he wished to 
evoke a response in certain quarters. In other words, the notion 
he expressed was widespread, even though it did not correspond 
to the opinion of the individual who uttered them. 

But this is by no means the complete explanation of the problem. 
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In by Car the majority of cues we gain the definite impression 
that the penoDi speaking or writing really'believed what they 
uttered, This does not luggest that their outlook W8I free from 
contradiction; in many respects their argumenta were contra
dictory and conCwed, Cor reuODi that are not far to leek. 

The fint contradiction conaisted in the connection of the I 
attempta to increue trade in general and foreign trade in par
ticular with the ceueieas Itriving to obltruct importa. The reuon 
for it Ie thie. It wu believed to be poaible to export without 
involving corresponding import, i.e. it wu overlooked what 
effect an import lurplw of preciow meta1a mwt have on the 
exchange relationship of both countries, u explained in the 
fourth part. There W8I another contradiction when attempts 
were made to revive trade and on the other hand, equally cease
leas attempta were made to prosecute a commercial war. From a 
purely theoretical point of view thia W8I not abaoluteiy impoasible, 
but in the actual circumatances, there W8I an equally great, and 
perhaps even greater, antinomy. The explanation for thia dilemma 
W8I that the mercantiliats were intereated ooly in whatever trade 

. of the country itaelf, which it had alRady acquired and that 
which It It ill hoped to acquire from other countriea. hardly 
giving a thought to world trade. In point of fact, however, the 
trade oC all countries certainly suffered enonnowly from the 
blockading meuures brought on by commercial warfare, the 
611'- ........ Wrr _. The obec:asion with power abo had thia 
result, that intereat W8I taken not in the absolute total of conunerce 
nor in the utility which it represented to the inhabitants of a 
particular country, but only in the superiority gained over other 
countries, irrespective of whether there was no abIolute increase 
at all or perhaps even an abeolute decline. They were .. tisfic:d 10 

10lIl u there was a relative increue. To thia extent the interest 
in expanding trade was, 10 to apeak, purely technical; in 10 far 
u real progresa in trade was desired, the COIltradiction was 
maioly insoluble. 

However, theee two lacton-hypocriay and logical incomisteocy 
-togdher do not yet explain the enor1IlOUI COIltrul be-.ea 
~.,. and men:antiliam, in the practical results which they 
arrived at from the point of departure which was JarseIy COIIUDOIl 

to both. The true expianatiOilIiea in the !act that a belief'in aociaI 
ullSality pennits of W concluaiolll altenaatively, though COD
tradktory to one another. 

More particularly in ita origiul Corm, but abo later u a 
poIitkally lnfl_tiaI world out1ook. ecoaomic Iiberali.an.-lll 
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literally the belief in physlocracy, r/wulO](poma., the government 
of nature, or a harmonia praestabilita, a predetermined harmon} 
inherent in the nature of economic phenomena themselves. 
Though few facts in the history of modem thought -are bettel 
known, the idea may be summed up in a few sentences. The only 
requirement for the realization of this harmony was believed t~ 

-be that it should not suffer interference from without. Even the 
somewhat later and more acute thinkers, such as Ricardo and 
Malthus, who perceived much disharmony in the unfettered 
evolution of economic forces, did not in general believe that 
anything could be gained by interference. The older and less 
sophisticated liberals still believed in an harmony as the outcome 
of economic phenomena, bound by immutable laws. Even before 
Adam Smith, Anders Chydenius in Sweden-Finland had stated, 
in 1765, that if all encroachment by the state were to cease, "the 
gain of the individual and of the nation would fuse in a common 
interest". Adam Smith himself reveals his opinion in his statement 
on the "invisible hand", through which every individual was 
made to serve the general weal, even though he pursued his own 
interest without any such end in mind. How laissez-faire arrived at 
this attitude, and to what degree such an attitude was uniform 
in it, belongs to the history of economic ideas and economic 
policy after mercantilism. What we are to do here is to point 
out the contrast between the mercantilist and the laissez-faire 
outlooks.1 

Mercantilism embraced the opposite conception. According 
to one's attitude towards laissez-faire it may be said either that 
mercantilism did not penetrate to this view, or that it avoided 
this form of social superstitution. How was this possible? The reply 
is simple. If every social phenomenon is regarded as the working 
out of fundamental forces, this does not necessarily mean that 
those same forces bring about a favourable result for socie!J without 
interference from outside or from above. This idea was expressed 
pregnantly by a late mercantilist, Sir Francis Brewster, in 
1702. "Trade indeed," he said, "will find its own Channels, but 
it may be to the ruin of the Nation, if not Regulated.'" The 
9ame idea was implicit in most observations with regard to 
social causation, e.g. in the statement presumably originating 
in Mun before the English commercial commission of the year 

I Chydeniw, Dm NfIliImtuJU Winstm § 3' (PoJitiJka skrifter, ed. E. G. 
Palmb1, 133; Eng. trans., The Notional Gain, eel. G. Schauman, Lond. '93', 
88).-Adam Smith, Wealth 'If NaIiotrs BI<. 4> ch. ~ (Cannan ed., f 42')' 

• Brewster, New Essl!JIs OIl Trll4l,6,. 
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161111, quoted above (SII). A 14issu:111iu adherent would c:ertaiDly 
interpret it in the _of a natural harmon)<I, but the mercantilist 
by thit argument meant nothiDg more than that interfen:nce 
mould be directed at the call1el and not against the effectl, at 
the maladicl and not agaimt the I}'D1ptoma; in other words, that 
the rault intended could be obtained 011 1M twIDfI/lioa oj suilallil 
i.l- but not otherwile. Petty Aid, in another quotation abo 
reproduced above (309), that it wu not poaible "to persuade 
Water to rile ..., ef ilulf above ita natural Spring". The words 
italicized helle mow that he did not conaider it altogether impoe
able, but believed that _ter could be induced to do this, if 
proper II1caIUI'eI were taken. In this he wu perfectly correct both 
literally and in the metaphorical interpretation. 

Social caUlation in the eya of the mercantilUta wu thlll not 
automatic. On the contrary, there wu an innumerable numbel' of 
tub awaiting the ItatellDCO who wiahed to influence this caUlation 
in the direction of any objective which he had in view. Mande
ville', ober:rvation, alto quoted above (1193), that private vica 
could be tramfonned into public benefits, be it DOted, "by the 
dc:xtroUl IIW1IgeIIICDt of a Wlful politician", put the idea in a 
nutshell Even a hundred yean before, Bacon had made the tame 
obaervation, and this, indeed, u a final outcome of hit Rudy on 

. the greatnell ofltate&. "To conclude." Aid Bacon. "No Man c .... 
by Care taking (u the Saipture Aith) add a Cubit to hit Stature; 
in thii little Model ofa Man .. Body: But in the Great Frame of 
Kingdom. and Common Wea1tha, it ia in the power of rn-. 01' 

Eltates, to add Amplitude and GreatDea to their lGngdoma. FOI' 
by introducinc IUch 0rc:Iinanas, CoIIItitutioua and Cuatcm., u 
_ have DOW touched. theJ may lOW G~ to their Poaterity 
and Succeaion. But thae 1'hiDp are c:ommoaJy DOt Obaawd 
but Icft to tab their Chace." Becher. too. attacked the aqIed 
to imtitute lOIN: rqulatioIl and the u.aa: of any attempIS to 
guide the effective forces aIoq the desired road. and. iDdeed, be 
did thia in a puticularIy interatiag apIaere-dw of the choice 
and distributiOll of profaIiooI. a task which EIiabelh', Statute 
of AIti6cen had tried to IDIve in EnaIud. Becben ranart at the 
COID~ of hillftI&leIt and IDIIIt important wort (1668) 
nma. "Nothinc appean to me to be more remarbbIe thaa thaa 
DO at1eDtioa iI paid in IIWl}' pIKa to tbeIe IDIIIt diJIiaak poinII 
and that CYer'J man carriea OIl in·the -y Iae caa. doimc • he 
1fi:shes. comaptinc and causiac a huadmi othen to comapl i 
~ he ~ to the Rood 01' ill. rile 01' laD. ot the COlD
mwUty, DO _ quatica.- nat the desired choice otpokwitwa 
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could be the effect of the natural free play. of economic forces Wa.!l 

an idea that apparently never enterec;l Becher's mind. 
And so finally the logical concluSion was reached over,which 

the laissez-faire opposition of the 19th century mad~ 'merry. An 
ordinance of the court chamber of Baden in 1766, foJ'):~ample, 
declared, "Our princdy court chamber is the riatWaI· ward' of 
our subjects. It is in its hands to guide them away VqJIl error and 
lead them on to the right path and to teach them, evep llgainst 
their own wiIls, how they are to institute their own hGUseholds.~·a 

The expression "liberty" naturalIy included, as we,hav~ already 
seen, entirely disparate things. Malynes gave the ideli that liberty. 
was entirely reconcilable with regulation by the state: a happy 
expression when he wrote of the really fettered medieval trading 
organizations, "Such was the free trade of this kingdom ip.1hose' 
days, wherein the subjects of all sorts upon all occasions might 
freely participate under government" (my italics).' 

Likewise, the glorification of the merchant's calling did not 
mean that business men could be left to themselves. Sir Thomas 
Gresham, endowed with more commercial instinct than most of 
his contemporaries, expressed his view of their function in a letter 
to Cecil (1560) in the folIowing terms, "As the merchants be one 
or" the best members in our common weal, so they be the very 
worst if their doings be not looked unto in time; and forced to 
keep good order." Later it fd! to Colbert in particular to temper 
his declarations on the blessings of freedom of trade with 
reproaches and warnings to the merchants for their incapacity 
in every respect. In particular he impressed upon them the neces
sity of subjecting their petty daily interests to the interests of the 
state or the whole, and even disputed their ability to see their 
own advantage. "We must. overcome the opposition," he said, 
"which the merchants put forward against their own advantage." 
"The merchants think ..only of their own activity and of the 
facility for sdling"; "it is also necessary that you (the intendant 
in BordeaiJx) devote yourself to the study of the trivial interests 
of the merchants, who pay no attention to anything but their 
private trade, in order to see what is good and advantageous .for 
the general trade of the kingdom" (all together in 1670), and so on. 

Among the English writers of the 17th century, most of whom 
came from merchant circles themsdves, the tone was naturally 

• Bacon, Ess~s, No. 29 in the 1625 edn. (cd. Wright, 130).-Becher, P.IiI. 
Dis"". Erster Vorsaa (1673 cdn. 3 f.).-Ordinance of the Court Chamber of 
Baden: quot. Schmoller, Umris .. 11M Unkrsudllllrgm, gog. • 

• Malynel, /.a MwUlJtJriij, Part 3, ch. 20 (lit edn. 496). 
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rather different. The underlying idea, however, was the same 
amongst practically all of, them, that, in fact, the profit of the 
merchant in itaclf was no criterion of the profit of the country, 
but air tho-!:tlntrary, the profit of the individual could be the 

• ctUfttry', loIS and vice vena. Mun distinguished carefully in hia 
malt filmolU bOok between the commercial gain of the country, 
.ofth~"merd1ant, and oC the King, and reckoned with the pOlli
l;Iility' that anyone of these three could realize a profit while one 
oC the othell two and even both luffered 101J1. Even 10 pure a 
representative oC the merchant intereau as Child ltatted out from 
the and-lai.lsw.r;1air1 premise that "all Trade will be less gainful 

. to Ind)vldu~, though more profitable to the Public". In another 
eonne~don, he aaid that all cluaes of aociety participated more or 
leaa in, \he profit resulting from great trade, ''whatever becomes of 
the poor Merchanu". The latter were thUi represented as the 
martyn oC .ociety in mOlt marked contrast to the view of Adam 
Smith and hia "inviaible hand". The German writen, who were 
Curther removed Crom practical activity in the buaiDess world, 
drove the view concerning thia dissimilarity in interest to iu 
extreme. HOmigk, Becher'. brother-in-law, believed, as was 
already ltated in Part IV, that a mining concern which brought 
in only half the COIU of production was a fifty per cent profit tbr 
the kingdom, although he made it quite clear that IUch an 
enterprise would lead to the immediate ruin of a private buaiDess 
man. The principal difference between the c:ommc:rcia1ly-miDded 
English and the IUlpicioUi continental mercantilista was, perhaps, 

. that the I'ormer were rather apt to belicye that merchanu were 
aacrificcd to Itate intereatl, while the latter feared the contrary.' 

It II thUi clear how the mercantiliata could combine their 
view of a aociety determined by inemrable laWi with their wth 
in the aeceaity of atate interCerence, and ""hy they did not hesitate 
fOr a moment to draw thia conclusion. It may be aaerted that it 
was pn!Ciacly their general conception of aoclety which led them . 
to even sr-ter nathleasness than would have been possible without 
the help ofauch a cooc:epQdD. In their genera1 view ofaoclety, they 
had rationaliacd the whole aociaI tangle, but had not arrived at 
a belief in an immanent aociaI ratioDality. ThUi they believed 
themtelva justified with rqud to intertCrmce and, ill additioa. 
believed u. iu aeceaity, without bciDg held back by a ~ 
lOr .uch irrational Cora:a • tnditioa. ethia or relision. The lid 

• ....... I.jft"»n-~lm_~·""""'nn50 
!In. .-N. .... ..".". r_ '" ,...,. r ... d.. ,.-a.;w. Ii-. 
oo-"r ......... (1figII .... " ad 'fist)'-HIIniIk: - ........ 91-

• -." L 
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result was what we have shown, the precise contrary to a libera 
economic policy, in some respects even more contrary to such ~ 
policy than the medieval had been. 

This is not to deny that advanced laissez-faire arguments alsc 
occurred here and there even before the end of the 17th century, 
and this, indeed, even in authors who in other respects were 
purely mercantilists. And this is not unnatural; for however 
clearly it could be shown that social causation and state inter· 
ference could go together, it was still but a smaIl step from the 
conception of an existing social causal interdependence and a 
mastery over nature in social matters to the conception that such 
interdependence had an inherent rationality which ought not be 
disturbed. The general dominance of the idea of natural right was 
calculated to add fuel to such arguments. 

Even around the middle of the 17th century there were 
occasional utterances arriving at this conclusion, one of them to 
be found in the remarkable pamphlet, A Vindication of a Regulated 
E1I&losure (1656), written by J. Lee, a country clergyman during 
the Protectorate, to whom Professor Tawney has called attention. 
It is observed there that, "The advantage of private persons will 
be the advantage of the public." It was Sir Dudley North in 1691, 

, with his epigrammatic brevity, who gave the clearest expression 
ofthis view before the end of the 17th century. His short pamphlet, 
however, remained entirely unknown; and it is not even certain 
that it was ever published. What it put forward, moreover, had 
really very little to do with mercantilism. It is much easier to 
see the struggle between old and new ideas in a typical eclectic 
thinker such as Davenant. He said (1697), "The Wisdom of the 
Legislative Power consists in keeping an even hand, to promote 
all, and chiefly to encourage such Trades, as increase the Public 
Stock, a,ndadd to the Kingdom's Wealth. Trade is ill. its..Nature 
Free, finds its own Channel, and best di{ecteth its own Course: 
And all Laws to give it Rules, and Directions, and to Limit, and 
Circumscribe it, may serve the particular Ends of Private Men, 
but are seldom advantageous to the Public. Governments, in 
relation to it, are to take a providential Care of the whole, but 
generally to let Second Causes work their own way; and con
sidering all the Links and Chains, by which they hang together, 
peradventure it may be affirmed, That, in the main, all Traffics 
whatsoever are beneficial to a Country." The beginning and 
conclusion of this argument-which is possibly the one against 
which Brewster directed. his attack~y do not hang 
together particularly weIl, and Davenant'. hesitation is unmistak-
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able. In general the new conception, which went 10 far in ita 
belief in the domination of naturallawa in IOCicty that it believed 
in an immanent I'CIIIOn in the free play of forces, belonged to a 
later period. It II a major factor in the struggle between mer
cantilism an~ /4iss.(1tJir., or, U we may say perhaps with equal 
justice, in the IrtUUiliolt from mercantiliam to laisSl(1tJir •• ' 

In addition, by no mCaDI all that characterized the above
dcacribcd mercantilist conception oflOcicty wu born of the laDle 
apirit u that of laisSl(-/ai". The eaential achievement of ~
/fJirt reeted on the fact that it had an eye to the human.. On tbia 
practical point it wu poles apart from mercantiliam, at leut u 
much u It wu in ita specific economic theory. The humanitarian 
or philanthropic apirit growing towarda the end of the 18th 
century, though it took it almOit a century to prevail in legislation, 
wu one of the powerful forces which put an end to the mercantiliat 
ayatc:m. In this there wu in fact a fundamental harmony bctwccn 
-to keep to English names-political Libera1a (or their equivalent) 
like Adam Smith. Bentham. Romilly, and Malthus on the one aide 
and Conacrvativealike Wilberforce, Sir Robert Peel (the "cotton. 
lord"); and Lord Aahlc:y (later Lord Shaftesbury). on the other. 
atruggling againat paupcriam. the Law of Settlement. the alave 
trade, negro alavery. the abuse of child labour in the factories and 
the miahandling of children in the sweat mopa. 'the truculent 
criminallawa, and an infinity of other thinga. regarded with 800d 
will or indifference by an earlier age.' 

Mercantilism had, u we laW. at any rate two upccts, the one 
pointing to libcra1iam and the other to ita prcciac oppotitc. The 
question then ariICI which of the two wu the more important; 
and there tan certainly be no doubt that the ,.". wu.. or the . 
liberal upcct of mercantilism in ita heyday, there wa"C only a few 
flu:tora actually operative, the intcrcat in the DeW entrepreneur, 
the emancipation from etbia and rel.igioa. and the tmdeDcy to 
make private intcrcata aerviccable to the commwaity. AD these, 
however, faded into the badgrouDd behind the CODCCption that 

• J. Lee. • .... l"" .h· Al'_ .... ......,......" ...... ",... (Laad. 
1~6); d. Ta....., ..... _ ..... ,,~ a»-NonIt. ~ 
... T ..... lIlII'IIda. ( •• edD. Yin; llopriBt el ..... Tncto, cd. tIoIIaaob. Is). 
-Ua--. .................. r ... (Appoltdia .. Dill. _ ... I'rM. 
a.-U I¥) asr. , a ... Jliaoy. IWoIi. a- I.- _ NIir 0,.;.;.. ........ Ie, to 
..,. r .• UId D.. ManMlI, TIll ...... ,..., ..... ~ 0....,: .... _ ..... 
... -.II 1M ......... _ --. ....... M us. cf. ~ ..... Iss. 
159r.). 
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I it was necessary to regulate economic activity according to certain 
f10ctrines of economic policy, a concept precisely most specific in 
mercantiIism, and therefore at the antipode to laissez-faire. All 
talk of "liberty" was, in the main, music of the future. The 
reality consisted in enforced subjection to an economic system 
taken over from previous centuries and, over and above that, in 
mercantiIism-to repeat the division of the foregoing parts-as a 
system of power, as a system of protection, and as a monetary 
system. However much the mercantiIists themselves felt emanci
pated from tradition, in practice they were, generally speaking, 
caught in its net. In the general conception of society, as also 
in the striving after unity, liberalism was the executor of 
mercantiIism. In the economic and humanitarian spheres, it 
became the conqueror-that is. of course, only for the duration 
of its own spell of power. 



CONCLUSION 

AFTER MERCANTILISM 

Another bpok would be required, at least u extensive u thil, 
to ducidate the history of economic policy after mercantilism. 
Thla brief conclwion does not upire to IUch an end. It will only 
try to outline the contoun of the development after mercantilism. 
More particularly will it show the fate of the ideology peculiar to 
mercantilism in the later period.' 

Great power for the ltate, the perpetual and fruitless goal of 
mercantilist endeavour, wu traDI1ated into fact in the 19th 
century. In many rtlpecll this wu the work of ~fllin, even 
though the CODlciOUI efl'Orti of the latter tended in an entirdy 
different direction. 

The nsult wu attained primarily by limiting the filDctiODI 
of the ltate, which taak ~fllin carried through radically. 
The maladjustment between endl and me&DI wu one of the 

e'ca! teatuRI of mercantilism, but it disappeared once the aimI 
cODliderably limited. In ~fllin they CODIiIted, indeed, 

Y in certain dementary and unavoidable funCtiODI of foreign 
policy, defence. lqislation, and the admiDistration of justice. 
nicknamed by Carlyle "ADarchy plUl the Constable". Dis
obedience and arbitrariness, unpunished iDfringementi of the 
law, 1mugg1inr and embealement 80uriah particularly under a 
very extensive Itate admiDistration and in periodl of cootinually 
changina ordinanctl and mterfereDCe with the COurie of economic 
lift. It wu because the ,.. • r ... bore this impRII that 
diIorder wu one of itl characteristic featurel. 

OIl the other hand, it iI abo evident that through the mere 
disappearance of men:anti1ism, the atate did DOt indeed become 
atronger, but merely less ~tioua. I. actual fact. h_, 
there wu abo a direct teDdency makiDg lOr iIICftUed power of 
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the state. And to this laissez-faire contributed, even though it was 
not the sole deciding factor. 

The achievement of laissez-faire in this respect consisted in its 
unifYing work, already outlined in the concluding chapter of the 
first part. After all the thousand-year-old relics of medieval 
disintegration had disappeared and the territory of the state had 
been subjected to a uniform code of regulations, carried out, 
moreover, by common agents, it was so much easier for the organs 
of state administration to enforce compliance with their will. 

At the same time, these agents themselves underwent a funda
mental transformation through the rise of a paid bureaucracy or 
Civil Service, both in central as well as in local administration. 
On the continent, the foundations of this had been laid long 
before, particularly in France, Sweden, and Prussia, as the fore
going has illustrated. In these countries the metamorphosis 
really consisted in the uprooting of the confusion of the ancien 
regime, which had made itself felt in all spheres. But in England, 
the model country of the new era, conditions were different; 
there, there was stiIl very much to be made up for in the field of 
administration. In central government it was only under laissez
faire that an effective bureaucracy was built up in the form of the 
Civil Service, although that had little in common with the 
conscious objectives of laissez-faire. In this was manifested a sound 
practical instinct. In local administration, the change in England 
did not, in the main, come about tiIl after the period of laissez-faire. 

In any case, the consequence was that the state, considerably 
limited in its functions, acquired far more efficient weapons than 
the more extensive state had ever had. For this reason, the last 
century is above all the century of effective administrative power. 
The experience of the Great War has proved this quite clearly, 
for states were then in a position to apply even such measures as 
had never been considered possible under mercantilism. Witness 
to this the effective blockade of the Central European powers, 
which need only be compared with the ineffective Continental 
System of Nap olean, and similarly with the export prohibitions on 
precious metals, which in the earlier period had been regarded 
as entirely impracticable.-

To say that the organization of administrative power was not 
the conscious objective of /aisse!(.-faire is not to imply, as unfortu-

• nately it is so frequently made to do, that laissez-faire was antago
riistic to the state. It was not; for to limit the scope of an institution 
is not to r~ect it. Such limitation is calculated rather to strengthen 

i Hecbcher, n. ContinmI4J 8,,- 366-71. 
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it and in fact, lGissu;1ai" did .trengthen the atate. There were two 
.ocial phenomena, not one, of which laissu;1ai" approved and 
included in Ita calculations: the individual and the atate. What it 
denied and overlooked were all the socialatructurea witlJill 1M ,''' 
that atood between the two. In IIIiI respect it wu. "atomistic". 
Thla applied to the traditional corporations, local institutions 
and ordinary aocietiea, profeaaional and clllSll usociatioDl, and 
monopoliatic organizations. A. a practical economic policy, 
14issu;14i" attacked and rejected auch institutions u purpoae1ea 
and dangeroUi. It also condemned them in ita capacity u an 
economic theory. It believed that they owed their existence only 
to irrational interferencea, that people if left to themselves would 
recognize the uaeleanea of them_t leut thi. wu the English 
venion of ~Jairr u expounded on these points. A mOlt 
typical expreaion of thla ~Jairr view of society Ia Ricardo'a 
famoUi and epoch-making theory of foreign trade. lIS point of 
departure, in fact, wu the uaumption that the facton of pro
duction within the limita of the atate were freely and "atomistic
ally" mobile, and capable of the mOlt profitable application, but 
that they did not go beyond the boundariea of the atate in any 
clrcumatancel, i.e. bad no international mobility at all. This 
furnlahea an ilIuatration of the conception of society which took 
cogniaance only of the atate and the individual. 

It cannot be aaid that, in ilS condemnation of the corporations, 
ittis.su;-Jairr distinguished itaelf vita1ly &om mercantilism. This 
outlook on Iocial life wu a heritage adopted &om the pre
~J. era. The two tendenciea parted in their judgment on 
the queation ofhow far these corporations, cbsliked by both, could 
be done to death. In thia ~.foi1r wu more radical, but it wu 
teeD that men:antl1iam thowed more accurate judgment with 
ftIVd to the ~ vitality or the corporate institutions. 

It requirea DO e1aboratioa to abaw that men:antl1iam and 
~ parted -Y' in their CODceptioa or the ~, 
between the atate and the individual. But ~J. may euily 
be misunderstood abo in thia _lion. 

In men:antllism the individual wu subordinated to the alate) 
unconditloaa1lYi he wulOlely • tooIlbr the impl_tIng or ita 
alma.. III ~.foi1r he _ ... the rwene, although it might 
easily appear 110. ThiI II manilCIt ill many points. IinIt ill the 
efforts to lOCure the intqrity or the alate" dIicieacy in the 
spheres nsenoed to it, in which CODIlectioD Adam Smith .. criticiaa 
or the coIoaia1 aowmmeat or the tndi.oc compania II _ 
enmpIe UDOIII-y (u.1 mt). SccoadIy aDd more imponaat 
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"free" economic life, i.e. without the interference of the state, was 
by no means to become a playground of individual interests. The 
state and the individual each had its functions to fulfil. They were 
both equally in the service of a third party, the latter being the 
"community". This vitally important concept was t,hought of as 
the common interest of all the inhabitants of a particular social 
unit, which was not bound to any state or corporative organiza
tion. The slogan of Bentham and the utilitarians: "the greatest 
happiness of the greatest number", was a description of the 
interests of the community. "The Heaven-ordained Laws of 
Supply and Demand"8 were to bring about the same result, and 
it was thought that they were capable of doing so by their own 
inherent powers. Laissez-faire was thus just as much preoccupied 
with the common interest 'as was mercantilism. But the collective 
good which it-adopted as an objective was considered the sum total 
of the interests of all individuals, to be attained in a particular 
manner. Regarded in this light, even the state was to be subordi
nated to the community. 

This provides the chief explanation for the attitude of laissez
faire towards the workers. It should by no means be denied that 
among the laissez-faire-minded employers, and the politicians 
gready dependent upon them, class interests also played their 
great part. But to ascribe such considerations to the thinkers who 
established the foundations of laissez-faire is to distort the facts. 
This holds good both for the philosophic, primarily philosophico
legal, tendency initiated by Bentham, as well as for the school of 
laissez-faire economists. To keep to the latter, we need only 
quote Adam Smith. Again and again he expressed his frank 
sympathies with the workers and his preference for high wages, as 
for instance' in the following passage: "What improves, the 

f circumstances of the greater part can never be regarded as an 
I inconveniency to the whole: No society can surely be flourishing 

and happy, of which the far greater part of the members are poor 
and miserable." Malthus's practical programme was intended to 
raise the standard of living of the working classes by limiting the 
number of their children. With regard to the mercantilist ideal of 
a country becoming rich through low wages he exclaimed: 

'\ "Perish such riches!" The idea underlying his remarks recurs in 
'Ricardo, when he said, "The friends of humanity cannot but wish 
that in all countries the labouring classes should have a taste for 

• "The Heaven-ordained Law. of Supply and Demand": J. Stirling, TraM 
Unitmism (Glasgow J86g) 65, ace. to quotation in S. and B. Webb, IndtuIriaJ 
DlI1NJt:rtl&)l (Lond. J0g7) II 653. 
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comforll and e~j~enll, and' that they mould be atimulated 
by all legal means in the exertiona to procure them. There can
not be a better lecurity againat a luperabundant population ... • 
Both Ichoola of early law~-fai" adherenll identified them
le1vea without reaerve with the humanitarian tendency, which 
wu a major point of contraat to mercantiliam. In this reapect. 
MalthUi and Mandeville, for example, provide profitable com
parison. 

The new achool aympatbized with the worken, but only on the 
condition that they fulfilled their tasks in the aervice of the com
munity and the general good. Everything waa to be at the dispoaal 
of the nation u a whole in ill capacity of coDliwoer. All producen, 
and above all the worken, had to lubject themae1va to this higher 
common function. From this there proceeded a grand indifference 
towards all IUch individuala and groupa as had nothing to offer 
in the aervice of this ideal; particularly hard were they on thOle 
who did not even want to offer anything. When, finally, the organi
sationa of the worken and the interference by the atate in their 
interest were regarded as uaeleaa and even harmful, it may euily 
be undentood that the lcWtt;-/- economiatl and philOlOphen 
were not very popular with the working cl_ But we mlllt 
beware of the aeriOUI historical erron which can euily arise 
from thia. 

The general aversion of /Mss&t.-fllin to interference by the atate 
emanated in the lint place, among ita theoriata, from a purely 
economic interpretation of economic phenomena. ADy one who 
n:ada Adam Smith without bias lea moat atrikiDgly the purely 
economic motivea of the ~fIIin principlea in him. He wrote, 
lOr example, "Every individual ia continually exerting himaelf 
to find' out the moat advantageoul employment lOr whatc:Yel' 
Capital he can command. It ia hie own advantage, indeed, and 
not that ofaociety which he has in view. But·the study of hie _ 
advantage naturally, or rather necessarily leads him to prefer that 
employment which ia moat advantageoul to the aociety ... , The 
explanation ia simple. The corrdated facton uaua1ly ciiscenKd 
to-day in the theory of pricing can, in a simple economic theory, 
very euily appear ideal lOr the purpoee. It ia true we mUlt __ 
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for it that a social maximum arises if the objectives are achi~ved 
which each individual sets for himself and which they can attain 
with their given incomes. Here is not the place to discuss the 
validity of this idea. What we have to determine here is simply 
that this conclusion is very tempting when investigating elemen

. tary economic factors and that laissei(.-Jaire economists could easily 
:believe that they deduced their economic policy directly from an 
lanalysis of economic phenomena. 

The ideology fell into difficulties only when economic develop
ment, irrespective of interference from without, led to results 
which were disliked, or even regarded as a great misfortune for 
society. To the laissei(.-Jaire economists there were primarily two 
problems in this connection, both closely interdependent. The one 
was the tendency to over-population, demonstrated by Malthus. 
But the danger of over-population could not ~ery well cause the 
problem of state interference to arise, for in the first place, over
population could be counteracted by individual action, and in 
the second place, any interference from above involved great 
difficulties. It was quite different in .the second case, namely the 
theory of rent. Ricardo's view of economic development was 
dominated by the idea that where production and population 
were increasing, an ever-growing portion of the income of the 
community went into the pockets of landowners in the form of 
rent. One might have assumed that this view of the probable 
development would have led Ricardo to the practical conclusion 
brought forward later by Henry George and his school, i.e. the 
confiscation of all rents. It was all the more to be expected since, 
like the followers of Henry George, Ricardo regarded the develop
ment which he foresaw. with particular alarm. But throughout his 
life Ricardo confined himself to attacking the duties on com, 
which were calculated to raise rents unduly; he did nothing more 
than that, although he was a radical not only in matters of 
thought but also in party politics, and belonged always to the 
extreme left in Parliament. Why? It is difficult to find a more 
plausible explanation, than that he did not consider himself 
justified in instituting an attack on the unIimited right of private 
property. In any case this acquiescence in a result which he 
dreaded was almost the only point that was not susceptible of 
direct explanation from the economic point of view of laissei(.-Jaire. 
The explanation is to be sought, ,in this case, in something non
economic, in Ricardo's conception of what he considered service
able to the general good. If the motive suggested was the true one, 
a direct application of natural rights was what prevented Ricardo 
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from drawing the conclusion which otherwiJe lay nearest at hand 
in hil Itudy of purely economic phenomena.' 

The lame influence made itaelf' felt in JII8IlY other spheres, 
although nowhere, to my knowledge, W8I there 10 mBDifest a 
contraat between it and the ObviOUI conc\usioDi to be drawn from 
the examination of economic phenomena. If the economic 
thinken of laisstr.-fain were already influenced in thiJ way, 
among practical men of affain and politiciaua it made itaelf' 
infinitely more Itrongly felt. Free competition, individualism and 
the limitation of ltate encroachment often became pure dogmas 
to them, without any CODlCiOUI rational foundations. That lOch 
a nonnative outlook exiated ii, in itaelf', by no meana a criticiam 
of l4isSf~-f/Jirr. Some nonn or other iI alwaY' behind COnaciOUI 

action, for every action presup~ IUch a conception of the 
nonn u, in itaelf', ia not demonstrai,le. Here it W8I a queation, in 
fact, not ofacience, but of economic policy, i.e. not thought, but 
action. 
~: The f'act that ~-fain found IUpport in the new acience of 
economica aIao had other important consequencea for the vanoUi 
upecta of mercantilism. With few exceptions, a better insight W8I 

gained, from the purely economic point of view, into the cor
related facton or economic life. In addition, a practical policy W8I 

punued IUpported partly by these elementa or knowledge and 
partly from other 1Ources. It would be an oversight to omit either 
or the two constituent elementl. 

Economic acience consummated ita most significant achieve
ment within the sphere or practical economic policy in making 
an end to mercantilism u • monetary system, and in abolishing 
the whole jumble or notiON diacuased in the fourth part or the 
pftlent work. This is perfectly natural, moreo_, to the extent 
that in no other sphere did men:antiliam rest on demonstrable 
Ilallacies to the tame degree. True, the aupentitioua regarding the 
importance orthe precious metals to the economic life ora country 
have not entirely disappeared to-day. In thiJ c:onnection, the 
Great War, in !act, hu brought many purely mercantilist notions 
once again into broad daylight. NevatheIess, it c:annot be denied 
that ~f" initiated a fundamental chaage in the conditions 
in thiJ sphere. The return of ~ trade policy on many points 
to ~ .. ideu is, in 6act., illllnlmeDtaI in showing that 
no pamleI recrudescence has taken place in the sphere of __ 

• See !he ahoot a...-- 10 iIIllbrdo'l,.,..... .... cp. tho~ 
dNcriptioa eI"RIcardo iII~" Ii-'" E. ~ (s....;, J--I 
IV, 18M. repr. nr s....;, o.Ioot. l.-.L 1" .. 117-137). 
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). tary ideas. For modem protectionism is no longer founded, like 
I the mercantilist variety, on the necessity of an import surplus of 
\ the precious metals. The explanation is probably that mercantilist 

doctrine went much further in this respect than the popular 
conception, and that mercantilism therefore disappeared for the 
most part when the experts were convinced of the impossibility of 
maintaining it. It was precisely the acumen and discrimination 
of abstract thought characterizing mercantilist discussion on this 
point that allows the conclusion that this part of it was of a more 
esoteric character than the rest. 

As is generally known, conditions were quite different concern
ing mercantilism as a system of protection. It is therefore necessary 
to devote some attention to this sphere with its particularly, 
important practical effects. For the political victory offree trade 
under laisse;:-Jaire, Ricardo's theory of foreign trade was probably 
not of particular significance. From a theoretical point of view 
it was certainly one of the most remarkable achievements in the 
classical period of economic science. But it was far too difficult 
to grasp for it to be able to playa role in public discussion. On the 
continent it was hardly understood at all; and even in England, 
where its influence on theoretical conceptions was vital, popular 
discussions were based in the main on earlier expositions, more 
particularly on that of Adam Smith. 

Adam Smith's achievement, again, was not particularly 
important in the pure theory offoreign trade, but of all the more 
importance in the practical policy offree trade. The major part 
of the voluminous fourth book of the Wealth of Nations was devoted 
to a criticism of mercantilism; it attacked its commercial policy 
(as well as its closely related colonial policy), and is an emphatic 
piece of free trade propaganda. Its basis, as usual with Adam 
Smith, was consumption or the community, and in addition, 
division of labour and exchange, which were hardly specific 
features of foreign trade. The following passage is characteristic 
of his particular kind of argument, "Between whatever places 
foreign trade is carried on," he said, "they all of them derive two 
distinct benefits from it. It carries out that surplus part of the 
produce of their laD.d and labour for which there is no ,demand 
among them and brings back in return for it something else for 

; which there is a demand. It gives a value to their superfluities, by 
exchanging them for something else, which may satisfY a part of 
their wants, and increase their enjoyments. By means of it, the 
narrowness of the home market does not hinder the division of 
labour in any particular branch of art or manufacture from being 



carried to the highest perfection. By opening a <more extensive 
market for whatever part of the produce of their labour may 
exceed the home consumption, it encourages them to improve ill 
productive powen, and to augment ill annual produces to the 
utmost, and thereby to increase the real revenue and wealth of 
IOCicty.'" If any economic argumenll of a general character 
contributed to the victory of Cree trade, then they were argumenll 
of this elementary kind. They were to be found in an even simpler 
form on the continent, particularly in the univenally read 
works of French authon. In England, Cobden', uncommonly 
convincing eloquence contributed more than anything elae to 
the dilfuaion of these poinll of view. 

In addition t.isw:.111irr attempted to overcome mercantilism 
u a l)'Item of power, and in doing 10, drew coamopolitan con
clusions from what, in ill premUea. wu 10 purely national a 
I)'Item. Every country, it wu believed, derived a reciprocal value' 
from proapcrity, becawe the economic well-being of one country 
rendered it a better market for the producta of another. A .tat~ 
ment to this effect by Hume hu already beea quoted (u. II 14). 
It it to be found in practically the aame form in Adam Smith.1 

In England, which had already become the principal indUltrial 
country in the world and the chief consumer of foreign corn. 
Cobden exerted himae1f to implClDCllt this idea in practice; while 
on the continent the argument wu imitated. without any ind~ 
pendent additiona. 

How then did it happesl that ~J" did DOt maintain 
itlelf iQ this Iphere P 

IQ this COIIIlCIction, the real defecta in the theory of foreign 
trade u elaborated in the dusica1 period. may be omitted. 
IUcardo'a Ulumption that the facton of production were mobile 
within a particular COWltl}', but IlCYCI' c:n.ed the boundaries, 
hu come into increuinr contrut with later developmc:Dtl. and 
the interutioDal mobility of the &.don ofproduc:tioa hu in fact 
enabled one COWltl}' to for&e ahead ecoDOIIlicaIly at the ezpeme 
of another, to an extent hardly I'OCOIICilable with the uaenioaI 
of the ~-fairt ecoaomiIta. Many theoretica1 laWl! in the Cree 
trade theory were abo Il10_ up duria( the coune of time. But 
with rqvd to actual 0C0D0IIIic policy. thia hu DOt beea of great 
aignificancc. The tau. £or the Ihif\ in ecoaomic policy _ more 
deep«ated. It __ '- the s-nl COIIICCptioa ofaacidy and 
the aoci.al paycboIocy inbenal in ~JM. What ia peculiar ia , ........ "Jt.ao. ... to ... ( .... c.-.. I •• s). 

• ~ciL ...... S ..... ( .... c.-..lua). 



334 CONCLUSION 

that these defects were to be found precisely in those points which 
\laisse;:,-faire had in common with mercantilism, namely in its 
!natural right, rationalist and atomistic features. 

It was the conservative or historical spirit which overcame 
laisse;:,-faire. That phenomenon is more recent than laisse;:,-faire, 
even though it found support in, and to some extent in practice 
dated back from, earlier conceptions of the period before natural 
rights and rationalism. While mercantilism and laisse;:,-faire 
originated primarily in England and France, the historical spirit 
had its specific home in Germany; such names as Hegel, Savigny, 
Stahl, and the German romanticists show that this was so. Only 
one great Englishman, Burke, and several Frenchmen of lesser 
importance need be included here in the development of economic 
ideas. 

The most remarkable feature of the new tendency in theory, as 
pointed out, was that it presented no less a contrast to the 
mercantilist than to the laissez-faire conception of society. If it 
had no faith in "The Heaven-ordained Laws of Supply and 
Demand", it did not believe more in the "dextrous management 
of a skilful politician". Society was regarded as a growth in the 
highest degree naturally determined, to be changed only by slow 
and gently progressive treatment, bound to tradition, each indi
vidual nation containing inherent and more or less ineradicable 
peculiarities. The inherited and instinctive characteristics of men 
were accorded an entirely different importance from their 
conscious self-imposed objectives; their actions were interpreted 
not so much as an expression of a rational calculus, as an outward 
sign of unconscious sentiments. In the same way, the simplification 
in the scale of motives which had been fundamental both to 
mercantilism and laisse;:,-faire was rc:jected. And with its dis
appearance there disappeared, too, the basis of the mechanistic 
outlook which had also been common to both. Economic policy 
could no longer add and subtract, but saw itself being referred 
to much more difficult methods. Like the opposing schools of 
thought, the conservative or historical spirit was, at the same time, 
both an interpretation and a demand, a doctrine and an economic 
policy. Its romantic and nationalist elements approved of the 
heritage of long bygone days, the relations with which, for lack 
of any precise knowledge, formed the basis of more or less fantastic 
efforts of the imagination; while in practice it demanded respect 
for all that was specifically nationalist, and enmity towards 
everything foreign, notwithstanding the apparently reasonable 
arguments that could be marshalled in its favour. In this, it was 
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directed primarily against tho rationaliam of the immediately 
preceding centuries. But in addition, the new tendency developed 
an antithesit to the Middle Ages, since it was directed against 
,uper-atate and universal tendencies. . 

Even to-day, It II not easy to estimate correctly the significance 
of tho conservative or nationaliat influence on the development 
ofthe last century. In many respecll ill victory has been complete. 
But It has certainly not brought about a convulsion similar to that 
of lais,*fai" at ill height; it it possible that that was not ill 
Intention at all. It II the best proof of the importance of laism;
fai" that the form of lociety which it IUperseded has never been 
able to raiae ill head again and, indeed, that no one has tried to 
revive it. Herein lies the difference in the formative power of 
la~faire and mercantiliam; mercantilism had not been strong 
enough to remove anything radically. But, none the lest, l4isn.r.
fai" in ill historical form was also overcome. 

Thit was primarily the case in the Iphere ofcommercia1 policy. 
The idea of protection in mercantiliam has undoubtedly been the 
mOlt vital of all ill ideas. It required the unqualified faith of 
doctrinaire ~faire to wipe out the "fear of goods". Aa has 
been .hOWD in the third part, the "fear of goods" II the mOlt 
natural attitude of the "natural man" in a money economy. 
Free trade denied the existence of facton which appeared to be 
obvioUl, and was doomed to be discredited in the eya of the man 
in the street as lOOn as ~fGtt could no longer hold the mindI 
of men enchained in ill ideology. 

The fint universally read opponent of free trade in the 19th 
century, as II f&miliar. was Friedrich List. His criticism of free 
trade was hued upon the seneraI. COIIIOrV&tive objectiODl to 
~fGtt; hit principal attack was directed against the mecha. 
nistic outlook of the lattes'. whkh was preoccupied oaIy with the 
exchange of finished produc:a. List', two main th---chat the 
theory of the ''lchool'' was a theory of exchange value1 instead of 
that ofproduc:tive POwml; and that the capacity to create wealth 
Ia more important thall wealth itae1f:.-.woere both in creator COG

formity with all organic thall with • mechanistic cooceptioll of 
mety. But they abo had many poinll of cootact with _ 
(antilist ideas, more panicularly with thole of MIIDo as has been 
shown above. Ho ___ , i& Call bardly be aaumed that the 
theorelk.J content of List's theories __ of croat signiJic:aace
hit whole thesla was hued upon oppoIitioll to agrariaa procectiaaist 
policy. Fro. trade uperiessced more powerful anacb &om. UIIIIIther 
quarter. 
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Free tt~de loSes its argumentative force as soon as an historically, 
given fOrm of economic life.iS regarded as justified, as con
servatism regards it, by its mere existence. No doctrine can deny 
that foreign trade uriderinines the bases of many existing forms of 
professional and social life and many existing industries. if this 
is considc;red a disadvantage in itself, then an increase in inter
national trade is, without further argument, likewise a disadvan
tage. Uis true now.fhat conservatism in this form postulates what 
is, in practice, an impossibility, in a state of society which 
changes .at a rate as furious as was the case in the Igth century. 
But there is a great distinction between such changes as are 
regarded as the consequence of "development" and such as may 
be traced to the activities of other countries. To the first men 
believed that they had to bow, even though they were damaging 
to many private interests, and even in such cases where they 
might have been prevented. But the latter were the actions of 
enemies, and it would have been unpatriotic to climb down with 
regard to them. 

With this we arrive at another weakness in laissez-faire. Even 
if it is justified in what it states concerning economic results, that 
is concerning the better provision of a country with commodities, 
this must not necessarily be taken as the final word. The idea of 
the :'fear of goods" means, indeed, that it is better to keep goods 
at arm's length than to import them. If the goal of economic 
policy is determined by this idea, the free trade argument is left 
with nothing to recommend it. The same applies to the policy of 

,pOwer. The refutation .of mercantilism as a system of power as 
put.forward by Hume and Adam Smith is then no longer effective. 
In practice, national antagonisms are far more important to the 

'economic system than economic antagonisms to the political. 
Because countries adopt an antagonistic attitude to one another, 
they place great weight upon competition which, in its economic 
effects, is no different from the competition within an individual 
country. To say that the well-being of another country is an 
advantage also to the native, because it creates a better market 
for the commodities of the latter, is then no longer to propound a 
convincing argument for international trade. For the well-being 
of the other country, the extension of its production into spheres 
regarded as particularly important or honourable is, in itself, a 

ithom in the flesh to many. So long as states remain imbued with 
a national consciousness, this remains almost unavoidable. 
-Undoubtedly laissez-faire underestimated the strength of this 
feeling; and this criticism holds, whatever the judgment will be 
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with regar4 to ita value as"a fOllCe in the direction of counter-
acting it. ' " . . 

Finally, we come to the humanitarian infbIence represented in , 
14isll1.1aift in contraSt tcP mercantilism: In thiI respect, the 
conditionl were particularly favoUI'ILble for thOle who overthreW 
mercantilism, for an in<\ividualist outlook will easilY' IUpport 
measure. for- the' protection of the' individual. ~evenhelell, 
l4isnt.1"i" probably achieved leut or all in thiI vert sphere. 

Laissrt:1ai" extended its main protection only to the clailDl of 
the individual as against the .tate, and Itep by step abolished the 
often chaotic horrors which had collected in the rcpreasive 
measures of the past millennia. But where it was a question of 
protecting human interests against the preasurc of social con
ditions, which did not have their origins in definite measures of 
the ltate but which, on the contrary, demanded IUch measures if 
they were to be abolished, there the situation was different. On 
this point ~1ai" was obstructed by its belief in Datura! 
rights, Le. its belief in a predetermined harmony, to which was 
added in practical policy the influence of employer and capitalist 
interests. It is true and extremely important that mercantilist 
traditions would likcwiae, and perhaps even more, have been 
usclca for the purpose; but thia doea not change the fact that 
t.issf.c.JIIin llWed here in a vital task. Anything positive that was 
done in the sphere of lOcial policy occurred on the conservative 
side-in England primarily through Lord Ashley, lata" Lord 
Shaftesbury, while in Germany through Bismarck. This, too, was 
perfectly uplicable in principle, economic: policy being bound 
up with the duty of the patriarchal ltate to care for the welfare 
of its IUbjects. Still more important wen: the results achieved by 
the independent action of the worken thCllllClws, in trade 
uniODl and co-opcrativc WOOl of COIIIUIDCII' the fear of their 
influence and the growing importance of IOCia1ism also pdcd 
politiciau into finding remediCl. 

While modera c:ommescial policy is rightly rcpraeated as 
1leO-InercUltilism, tbia applies to IOCia1ism only to a ~ limited 
dqfte. Certainly it mUU be aaid that IOCia1ism has DOt Jet had 
the opponunity, in its wstcnl Europeua bm, to aaert il3elf ill 
practice, and that what it Iignififs ill actual r.ct is atill pcrfectly 
vque. NC'YCI'thelca, it may be lakco that, .. a tCDdeDcy, it has 
~ little ill t'OIIUIIOIl with meraatiliml. The bqoiDg aposi
tion lias lIho_ that IDCIUIlti1islll wanted ... Itate activity 'In 
ccoaomie atrain, but private inidacne and acquisin-. 
stimulated and directed by.---t _ in the IIIJIPI*d 
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.interests of the state. This interest of the state, determined by the 
jpolicy of power and removed from any comprehension of the 
Ivalue of the human being, stood in JIlost pronounced contrast 
'to the socialist ideals of to-day. _ 

The same applies to the exceptionally interesting Bolshevist 
essay in planned economy. It applies to the Bolshevist so-called 
planned economy even more than to western European socialism, 
in that the former endeavours to achieve its ends by methods 
entirely different from those of mercantilism. Bolshevism tries to 
take the whole of economic life in hand so as to direct it to a pre
determined goal; and this was fundamentally and entirely foreign 
not only to the practice, but also to the theory, of mercantilism. 
Nobody yet knows whether Russian planning will show lasting 
results. Still less does anyone know whether it will exercise any 
important influence upon nations with so old an heritage of 
individual independence as the western European. But it cannot 
be denied that the so-called planned economy of Bolshevism repre
sents something absolutely new in economic history. In spite of 
all its peculiarities, mercantilism is much closer to western 
Europe of to-day thaD: is this gigantic experiment of Eastern 
despotism. 

This should not be taken to deny that there really are important 
points of contact between mercantilism, on the one hand, and 
all the tendencies which have superseded laissez-faire on the other. 
This agreement lies in the rejection of two specific features of 
laissez-faire, and to this extent belongs more to the characteristics 
of the latter than to those ofthe opposing tendencies. 

The first of these two factors is entirely familiar to both camps. 

f
All non-laism;-faire points of view coalesce in this, that they reject 
the idea of a predetermined harmony as an effect of the free play 
lof economic forces. Translated from philosophical doctrines into 
practical economic policy, this means that alI systems other than 
the laissez-faire demand administrative interference from above 
with the course of economic life, although they differ again widely 
on the question of the ends and the means of such interference. 

-The second point of agreement between alI non-laissez-faire 
tendencies is far less familiar, but the opposing standpoint was 

\ entirely well known to laissez-faire. The point is as follows: laissez
'faire recognized, and all other tendencies deny, a supremacy to 
consumption, in the widest sense of the term, over production, 
in the widest sense of the term, or the disposition of economic 
forces. Mercantilism, as we know, postulated production to a 
large extent as an end in itseIf. The same appears to be the case, 
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to an even higher degree, in Ruuiao planned economy, which 
to this extent, according to IllisSll:.1ai" views, is the precise 
oppoaite of a plaooed eConomy. Protectionism and IOCialism 
imply chiefly a regard for varioUi groupa of producen, and 
compel the cODiumen to make shift with the corresponding 
economic resulta. This is of fundamental importance to the 
attitude of economic policy. In this vital respect it may be said 
that the ideaa ofmercanti1iam have been given a new leaae oflif~ 

But mercantiliam caooot ever be resurrected unchanged, an)'l 
more than any other historical phenomenon. The ideology of'. 
the economic policy of a later time is not even approximately , 
exhauated by comparing it with the theory of a past age. But the 
.tudy of mercanti1iam may contribute in variOUI ways, eithc;r 
poaitively or negatively, both as a foundation and as an historical 
parallel, to render more profound our inaight into the economic 
problema of the present and future. 
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CIDLD, Sir JOIIIAH, 214: wage fix.. 

ing, S II; gilds and regulatio. 
of technique, 3'9; prohibitio. 
against engzossing, 320 f.; admi· 
ration of the Duteh, 354; regulated 
companies, 374; East India Com· 
pany, 4'4, II 200; Navigation 
Acts, II 29; supply of saltpetre, 
II 34; export surplus, II 117; 
unemployment and emigtation, 
II 124; high wages, II 164; rate 
of interest, II 154, II 16g, II 200; 
the taking of interest, II 288, 
II 3'4; scarcity of money, II 224; 
dearness and cheapness, II 229; 
credit, II 200; II 233; tolerance, 
II 306; legislation against trade, 
II 311 ; population problem, 
II 125, II 314; national and 
private profit, II 3.,.-New Dis
t:01I1'n qf Trtuh, 256*, 3", 319 f., 
320*, 321, 355*, II 29*, II 34*, 
II 117*, II 124*, II 154*, 11158*, 
II 162*, II 16g., II 181*, II 
28g, II S05*, II 306, Il 3".; 
Disc..,SI conunrm, TratU (included 
in the New Disc. qf Tr.), II 181*, 
II IgB*, II 224*, II 312*; T,tuh 
tIIUl Inleresl qf MI1M)I Con.riIUrlll 
(included in N"" Disc. qf Tr.), 
355*,374*; BriejObserrJdliotrsC.,.. 
cernintI T,atU tIIUllnleresl (included 
in New Disc. qf Tr.), II .88* 

Child labour: attitude of mercantil
ism to, II 155 ff.; later struggle 
against, II 323 

Children, limitation in number of, 
11328 
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354 INDEX 

Cloth industry-continued 
minster, 297; regulation of wages 
by J.P.s, 311 £; Child's observa
tion, 3'9; fulling mills, 383; 
export prohibition on .heep and 
wool, II 137.-V. also Luxury 
industry, Manufactures, York
shire, and also Statutes, English 

Clothes dealers •• econd-hand,inParis: 
law-suit with the tailors, 177 

Clysters, right to administer: France, 
'77 

Ceal: English weight for, 115; coal 
m4>ing: English and French, 
197 ff.; coal resources: import
ance for the industrial revolution 
in England, 222 £ ; fiscalism in the 
industry, 255; toll, II 87; coal 
porters: organization by means 
of Act of Parliament, 297 

COBDEN, R.: importance in the strug
gle for free trade, II 333 

Coblenz: river tolls, 57; right of 
foreign bakers and shoemakers, 
II '33; sale of goods manufac
tured outside the town, II 135 

Cod.% dipWmalil:u.s Brandmburgmsis, 71-
Coffee-houses: London: connection 

with dealings in securities, 4'0 
Coin,.scarcity of, Xl 202.-V. further 

Scarcity of money 
Coinage depreciation, II 183, II 

187 f., II 223, II 230, II 247 £, 
II 260 

Coinage parity, II 245 
Coinage system: controversy over 

the Saxon, II 171, II 183, II 225; 
upheavals, II 223 

Coinage union: German, 122 
Coins : varying with every day'. 

journey, 43; Carolingian coinage 
reckoning, go., Ilg, -tb7; France, 
119 f.: Saint Louis: coinage 
unity, 119; Philip Ie Bel: con
tinuation of work of unifica
tion, "9; /QumQis and p.rrisis, 
120; Germany, IIB-123: coinage 
rights of the territories, imperial 
and county towns, 120 f.; imita
tion of coins, 121; coinage unio~ 
gold unit, 122; coinage unity 
within the territories, commercial 

and ideal coinage, 122; England: 
in the figures on provision poliey, 
II 81, II 89; prohibition on ex
port of coin, II 97; defence of, II 
]25; Saxon coinage coDtroversyl 
II '77, II 183; melting doWll 
into silverware, II 214; leathCl 
coinage, II 252.-v. also Metal. 

COD, Sir BDWARD (ULord Coke")1 
272, '1.77, 283* J 285. J 286·J 

28711"., 289-, 290 £, 293-, 296-, 
317,444-, II 275 

COD, J.: D,bak be/ween the HeraJJs oJ 
Engltmd and FrlJ1l£l, 240-

COD, R.: opposition to the static 
view, II 2,·; criticism .of the 
Navigation Acts, II oj,8 f.; cheap
ness and plentiful provision, II 
95, II 229; population policy, 
II '59; against high wag,,", 
II 166; figures for Baltic trade, 

'II 182*; interest in the provision 
of good., II 190; quantity 01 
money, II 239; link between 
mercantilism and laissl(,,-fawe, 
II 281, II 295 £; toleration, 
II 305-; force against nature, 
II 3og.-Treatise I: Wher, u 
Demonslrakd tJud the Chmch and 
Stale 'If Engltmd ar. in Equal 
Dong", II 49-, II 160-, II 167-, 
II 194-. Treatise II: /UOS(l1JS 'If the 
Intreas, 'If the Dukh T,aJU, II 281- ; 
Treatis. III: Engltmd's Imprao.
mmIs, 320, 436-, II 23, II 27-, 
11,82· 11191-, II 194-, 1I239-~ 
11296-, II 310-

Coking process: in Le Creusot, '97; 
in England and France, 203 

COLBBRT, J. B., '9, 68: tolls: Alsatian 
tolls, 68; river and road tolls, 81 ; 
their connection with the mercan
tilist trading system, 81 f.; duty 
on export to Spain, 97; reform of 
public tolls, lCl" £; customs unity 
within <in4 grossa fmnes, '03; 
tariff of 166oj" 103 £, log; tariff 
of 1667, 105; conditinns in 1687, 
104 £; customs unity outside <in4 
grossa fmnes, 105; unification in 
law, weights and measures, liD, 
oj,&.!; codification of French law, 



INDEX 355 
186; power _ iDdUiIria1 rqu. 
lad ..... '39. '451 lnuoclUCtiOll of 
JUiticeo concerned with man ... 
facture, '5" iDdUitriai 'II'" 
-. '58-,66, ,678 edict. '45; 
laie of ..... ten· righll. ,80, 
manwacturel blI pet, ,86, appll. 
cation of the iDdUiIria1 oode 
throlllhout the CDlllltiy. 807; 
favourable treatment of rura1 
iDdUitiy. 8", trading compani .. 
845-95'. 8571 other compani ... 
850 C., bound by the __ ,q;.. 
458 C., priqclple of the policy I 
emil and meana. II 17 ..... ' ltatic 
COIIteptiOll. -II 86, lNde war. 
policy of poWer. II 87' mODcy 
and power. 1147 C.,ltaple policy. 
II &g I contralt be_ old and 
_ policy. II 107' attitude tD 
Imporll and exporta, II 1+6, 
ccmceptiOll of idl-. II 15,5, 
II ,66, child labour. II 155 C. ; 
mMllmll lOr the increue of 
population, II 160, qlWltity of 
mODcy and tDtaltaxati ..... 11108, 
export ofpnoclOUl metall, II 8", 
treedom the _I of trade, II 8741 
bl-mp of INdo. II 879 C., 
mildnOla Ina*" oflbroe, 111194' 
tradina JII<IITUIUIIe, II 11950 II 
S16. pll", ala_, recn&illDalt 
and __ .. II 19B C., """'*"' 
tD c1eric:al In_II, II so- «.1 
Jewiah q-tioG, II soli' IUpa'o 
viIioa 0_ mercbaDlI, II s--
'--. ___ II ....... &g-. 
a,·, 86-,9'7·, t.-, lOS·, III·, ,80-.845-.848-. II 19-. II .,-. 
n 39-. II +B-. II 107-. II 1+6-. 
1I1~~-.1I'57-.11161-.11166-. 
111",-.11115-. 11 -"-.11874-. 
II .-. II 1194-. 11 .-. II 
800-. II SOI-. 11 805-. II ~. 
11 ,.1-

Colbertiom: ..... I ........ tary •• 
Ook-Jw. ... gg6, SO? 
~: ri_ tnI ... 571 ..... ......., 

...... II 6, £ : harmf..a- oftllle .-pie policy. 11 ,. •• __ 

.... ~ ........... IIM. 
policy of proWtiae. 11 ., £ 

Colcmial compani .. : v. Trading Com. 
pani .. 

Colonial enterprilel: v. Trading com. 
pam .. : &g1and: coicmial com
pani .. 

Colcmial law: codificatiOll of French 
laWl, .. 6 

Colcmial policy. 300, II 88. II 35. 
11184 r.. II 1340 II ,:;8. II 175 

Colonial 8yatem: Old. 54' London 
the ltaple. 434' nature, II 70; 
mother CDlllltIy and coloni .. tup
plementing each other. II t31' 
COIIIIeCdOll with tDbacco policy. 
II 898 C •• II 300 

Colcmial war. II 188 
Coloni .. : tDliI. 540 56, in ..... lIer 

capital aaoc:iati...... 3M r., poll. 
tical &avowing in INdo. 34". 
388, 4040 4011. 4"90 45'-455; 
criticiJm of trading compam .. 
In, 449-455, aveniOll tD tbeU 
IOwuiati..... S400 360, 4"9--. 
a\ee Trading companiel: &g1and: 
coiOllial companiel 

c-..SS8 
Commera: .......u. of the term. 

11-76 
Commen:ia\ coinage, In 
Commen:ia\ ......... : South Germaa. 

SS5-9S9 
Commen:ia\ law.: oodificatioa of 

F.-:h -tea, I" 
Commen:ia\ policy: Put III .. a 

whole (v. c....teDlI); .....-
with the in_ Ia power. II 
'5-490 II an £; ..-boo _ tIIIe 
prico>.IeveI. 11 -sa £ 

o.-merau ueatia, II 86, II '4' 
c.-;, .. ......--:" ............. 

tuftI, impeclan • 
0"...;.;... HiP. 879 
0"...;.;.... far Tnde: &palo 

IaoInactiaaa .... II 57. II 116, 
II '?&-. II '94.11194-.lIa,1 

o.a.-..Iitia, poIicy..,.....w.c: ...... 
bilitiet, 11 5S-591""'-- wida 
-.., policy. II ''15-'" o.a.-..Iitia, acan:ity .: e&ct _ 
.......... policy. II .£._ 
...... wida acan:ity • -r. 
II ,lit 
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Commodities, surplus of: fear of, 
II 178 

Common bargain, 383, II 109. 
Common Council: London, 303 
Common Law, 277-293: Natural 

rights, fundamental law, 278.; 
relation to the Privy Council and 
to Parliament, 278; competition 
with Equity, 294; Statute of 
Artificers in conflict with Common 
Law, 316; Common Law and 
Statute LaW: dualism, 322 f.
•. also Courts, English 

Common nuisance: v. Nuisance, 
common 

Commonwealth, II 197-
CommutUJUlls juris or jurmuks: French 

gild system, 14" 
Communes: France, 138 
Communism: Becher, II 205, II 203 f. 
Compagnia, 33' 
Compagn;.: 350; du Nord: v. Trading 

companies: French; van Verr,: 
v. Trading companies: Nether-
1ands.-v. also under Company 

Companies: names of the English 
craft organizations and other 
formations for industrial control, 
237, 241 IF., '97," 301, ¢S.
Camouflage for patents of mona
poly, '54 f.-v. further Joint-stock 
companies, Trading companies, 
Livery companies 

Company, '37, 350, ¢S.-v. also 
Trading companies 

Compensations, system of, II 85, 
II l40f. 

Compere: Genoa, 334 f., 44" 
Competition, free: applied by force, 

217 ; relation to monopolies, 
271 If., '75 f.; according to /Qis~
fair., II 3.6.-v. also Lais~-fair., 
Monopoly 

Competition, regulation of: in the 
regulated companies, 380 f. 

Complablil tie Bortle""", 97, 108 
Compulsion: in Swedish economic 

policy, II 300 
Compulsory labour: in service of 

good of the state, II 297-302 • 
Compulsory recruitment of oailon, 

11'99 

Concldls parisis 12 116 deni .... , 106 
CotUiuelrU, 61 
Confectioner: member of goldsmiths' 

gild in Newcastle, 245 
Confiscation: of defective products: 

Frencb industrial legislation 164 f. 
Confoetleralio cum prioopibus ecclniM

'ids, 62 
Constil tie ComrtllTu: v. Bureau du 

eomrtllTu 
Conservatism and inertia, 40, II 27', 

II 334 If. ; socia-political achieve
ment, II 337 

ConsiIUralions upon 1M East India Trade, 
II 129, II 130. 

Conspiracy, .8. 
Consumen' viewpoint: in municipal 

policy, 1.8 f., in English market 
regulation of food-stuffs, '25; 
consideration for in English 
statutes, 267 j decisive in notion 
of monopoly, '75 f.; significance 
for. policy, II 56-59, II 80-111; 
relation of protectionism and 
socialism to, II 337 f. 

Continental system: Napoleon's 
autos-da-fe, 164; cause of the 
difficulties in the French cotton 
industry, 165 f., of the hesitancy 
in the industrialization on the 
continent, '03, II '0; self-block
ade, II 43; cause of the Orders in 
Council, II 71; cwnple of the 
mercantilist conception of goods, 
II 99, II 116,11178; comparison 
with the blockade of the Central 
POWClll in the World War, 113.6 

Contract, freedom of: not recognized 
where it opposed free CXt:rcise of 
craft, .81 

Control authorities: France, 152 If.; 
their uselessness, 154, 166 If. ; 
wardens as controllers, Is..; in
tendants, 152; manufacture in
spectors, 153 f., 168, 16g f.; fiscaI
ism, 180; England: institution of 
J.P", 2~61; patents, privileges, 
and fiscalism in industrial regula
tion, 253; in saddler's craft, 303 

Control, marks of: in French ind ..... 
trial regulation, 164, 167,218; in 
the English, 263 f. 
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Connra1l: .. BacIiob rqulatilla vi 
iIocHIaIIi, 859 

CorponIiaa: IIICdieval a-. m; 
cIerecta: rr.-. S50; Netba
laDdo, s60; otreagth .. Eastaad. 
,." r.; oignifiallM'C .. &poll 
~ s&o-s84. 991 r.. 
S!Mr.;_ .. u.s-ia~ 
corporalialll, 44S""'M7; aampari_ betweea -.c:aaIiliIt ..... 
-...". ___ vi corporatift 

inorihllialll, II sal C.II' , , "°llfiw.-"" 
Z1V. 8,-, 105-, ..... 153-, 16g-. 
lfa-. lne. ,..s-. II 157-.- II 
161-. II 855-. II sao-. II SOI-. 
11,..,-

Coo"" « • --... ,.... 
_ .......... ,......,81·. 
106-, "7*. ISS·, 155., .,.., 
181-. 'a.-.IOII-.II 99-. II 161-, 
II I., II 81 •• 11 ,..,-c... p« .......... ,..,..". ...... __ 'rJii" 

~,,,,,gB...., 

a-.poIi ........ ,. 
Cool vi IrriD&. cakuIaIiaa vi rioe .. : 
~ .. Blin ........ Paar 
LaW. RlI9 

o..c..: y_ Raw_ 

o..c.. ..... :"""""~ 
... II 89; impart praIIibiIimt. II 1& __ aIooo..c........., 

o..c.. iIIdo*"T' -.Po ..... 
......... caIiooeo .. F..-h ;",d,. 
IriaI .......... lfa r.; dilIiaaItioo __ .... Owi-' s,-.. 
174; _ vi ......... caIiooeo 
.. EDIIiIIl .......... 174; EIe-
................ "'-:10_ 
iIIdo*"T. 195; ........... viEle
tioIo IIIIIl ~ '97 r.. I. t; ............ ~-; .......................... .... ~'" 0..-., ..... : iaE..p..l, II-ss--........... -....... _., .. ...... ., W-,.,. ..... _ 
....... 11erJii" a-.: ...... aB; • II"... 
.~ .. 
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COURTBN. Sir w .• 438 
Courts: English: Common Law courts 

and antagonism to monopolies, 
.Sg-294. 447; treatment of in· 
dwtrial regu1ation after the Puri· 
tan Revolution. 305-3.5; gilds. 
305-310; Statute of Artificers. 
3 lo-g I 8; adherence to freedom 
in indwtry on principle. 3 I 5 IF. ; 
apprenticeship. 3'. £; regu1ation 
of food-stuffs. 3. I IF.; conception 
of monopoly after the Puritan 
Revolution. 3 I 9 £; treatment of 
trade in food-stuffs. 3. I f.; against 
the trading companies. 447 

Equi!JI couris. 156 •• 94 
Court of Pupowd4T. 34: main

tained for a long time. 466 
Court of Reqrusts • • 79: the court 

of the poor •• 79 
Cowlvme rle B_: v. Bayonne 
Coutumu: French system of rights. ,.6 
Coventry: place of gilds in the 

administration, .37 
Coverlet Act (1542/3): v. Statutes. 

English 
Coverlet manufacture: prohibited in 

the country rOlJlUi' Norwich. 
·39£· 

COWPER, J. II.: v. Engltmd in the Reign 
of Henry the Eighth 

Craft, officials of a: French system of 
regu1ation. '5.-'57 

Craft: right to c:xercise a: fiscalism. 
18. 

Credit, 300. II 19B. II 199 f .• II •••• 
II .3' f.. II .33 f.. II .55; 
development in England after 
1688.410f• 

Crewot, I.e: origin of the iron 
foundries. decline and revival. 
197 

Crime: economic and social causes, 
II 3 I. £: stagnation of trade. 
II 314 

Crises: in early and modem tim .. 
II ••• f. 

CROIIWBLL, 0 •• '9. II 306 
CROMWELL, T., II 252 

Crwades: importance in the develop
ment of Mediterranean trade. 
33· 

[CULPEPER, Sir T.]: .4 T,acI Dgainsl 

Usurie. II 198 •• II .88 . 
CUNNlNGHAII. W.: Growth of Englis~ 

Industl')l and Com",., .. : fundamental 
idea, 29, 223*, 238*, 244*, 245*, 
250.,251*,256*,262,265*,270., 
3Sg*. 408*. 414 •• 433*. 465*. 
II '5. II 34·. II 36. II 38*. 
II 73*. II 80*. II 94*. II 96. 
II 117*. II 131*. II .18*; A.IUn 
Immigrants /0 Engltmd. II 16.* 

Currency: managed. II .57 
Currying favour: as means 01 

modifying industrial regu1atioDl 
in France. ISg f. 

Cwtom: ancient: recognized as legal 
ground for monopoly. .83 f. ; 
support for the gilds. .86. 306; 
not referred to, 291 

Cwtom of London: clawc regarding 
seven-year apprenticeship in one 
craft giving rigbt of entry into all 
crafts, !Z3 [J 245, 292 

Cwtoms laws: Fronu: of 1664. 8. f .• 
105. abolished. 108; of 1667. 105. 
abolished. 108; of 167 I abolished. 
108; toll ordinance of 1687. 105; 

. _, lacking on the rivers, 83 f.; un· 
"printed, 106.~: Berlin, 
7.; abwe Brandenburg-Prussia, 
71 £; Prussian of 1818. 460; 
Austrian of 1775. 109;-Denmark: 
of 168. and 168fi. II ~75.-v. 
further Tolls 

Cutting: of cloth: industrial rigle
_ in France, 162 £ 

Cylinders, production of: in I.e 
Crewot, 19B 

DAENBLL, B.: BI/ikQi1 rler deuUchm H_. 330·, 353·. 391., II 66 
DAOUBSSBAU: Reports on the tolls of 

South France, 88*, 99, 102· J 106 
DAHLGREN, B. W.: &ltUiDtu unnmer

ci4Ju " rNITiIimu _. la FrtJI/U " 
lu ellu rle I'DC"'" pacifiqw, 153*. 
344·,348·,408*, II 117· 

DAM, P. VAN, BesdrtyuingI DdR 1M 
Oos/indise/w CarnpapU, 3sS·. 359*. 
3Sg·, 368., 3Sg·, 371*, 380• 

D_ IfiISfUI injurill, .83 
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-u. o. W.: &.rf1 .,1U1t c.a.. 
Irtdtu",. 175·. ,17· 

_ ....... 0.: ~,...".. 
..." I .-It ~ 11 95·, 
I1lgS· 

Danube: rI_liDIII. 511 
IIAIfYUIo •• a.: TIll """"" .. 

Ir«M. 941· 
Dansie: Staple polley. 1168 
DADY. 11..1 the elder. ROS.; the 

younpI', ·os· 
DAaoY. L I Y. c-. EngIiIh 
Dutmouth, 435· 
Dauphln6: lIOII -.diti ...... 91, 99t. 

105; dimprd 01 the iod .. 1riaI 
,~ •• 671 lata .. ~ lOr 
the cloth IndUltry ••• 6 

DAYaN.UIT. 0.1 naliwe COIIIIIIIIptioa • 
1-. I'orelp coaaumptiall • pia, 
II "5. II '94; iDcftuo ID 
popul.ti ..... 11 '69; ..... -.... 
II '61; Inaereot, II 161; aatioaal 
walth, II '91 r .• II Ig&. II •• 81 
prefermoe lOr .... \at the _try. 
II 191; q ..... tiJy 01 ........., UId 
payment or ..... II 108; _u-
ladoa 01 ......... by the priDc:e. 
II ••• ; paper .........,. II .,.: 
deoIoraIiaUtc etrect 01 tnde. ..... 
"""tloaaI II&I\U'e 01 .........,. II 
160; -.:baIII iodUltry. II .a.; 
reladoa 10 aa....... II S09 t ; 
po_l_ al'\ewilladoo.lI 'II; 
~,,-doa~oId 
UId _. II , .. t-.AII ..... 

.... ,......" IIfIWI " ... 
• "..", Geiooon II • ..u- " T.... .ss·. II 88·. II 107. 
11160 •• 11181 •• 11'94 •• 11 .70 •• 
II , •••• .0;- •• ,...,.,. 
...... II ag.. II .60·. II 
' ••• II '61·. II .81·. II '94· • 
II _ •• II 109-. II "S-. II •. !I-. II .,,-. II •• -. II ,'0-. 
II ,., ......... &II We 
T .... II ag •• II 11,-. II '94-. 
II ,'0-. II ,., ............ .. 
_.u..."~.W .. 1I 
99·. II .60-. II .. -

0...-M90 115" II 'SI.1I a68 t. 
II n?-4S'; _ ..... : .-..a-.,.. ... 

Death peoaIty. 17S. 4li5. II 176; .... 
thdt: iacftuiDs the cJanaer or 
anarcIer. II ,II 

DeciIiano, EasliIh: •• c-. Eaglilh 
Dec\araIioo 01 RiP ... 1M 
...aLAUun. J.: HUWw • fhiI 
~.116·,15'· __ IllY: •• .RM.il ,iIIINl .. _ ..... ,...~ 

Ddi:Dm, 1116, 1118 t. 114'. II 1,1 ; 
.. \aDd: Enaland, II ,.; 011_: 
the DOrthenl ltalel, II 94 t, 
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general freedom to export 

[I Geo. I c.'4 ([7'4/5): technical 
regu1ation, 298. ; Yorkshire 
cloth, 264.: §§ [.- [5: control 
by J.P .• , '49· 

[2 Geo. I c. 34 ([7'5/6): against 
the workers' organizations, 
'98• 

12 Geo. I c. 35 ([7'5/6): [5 mile 
territory for municipal organ
izations, 243-

13 Geo. I cc. '3 & '4 ([726/7): 

Statutes, English-contilUllJ 
control by J.P .• , 249·; techni
cal regulation, 264., 298, .g8. 

13 Geo. I c. 24 ([7.6/7): [o-mile 
territory for municipal organ
izations, 243*; § 4: control of 
dyeing by industrial organiza
tions,2g8-

9 Geo. II c. 4 ([735/6): calico, 
175, 175· 

II Geo. II c. 28 (1737/8): 
technical regulation, 298*; 
Yorkshire cloth, .64* ; § 3 : 
control by J.P .• , 249. ; change 
in the length of the cloth, 267. 

.0 Geo. 11 c. 4' is ([746/7): 
Berwick-upon-Tweed, 54· 

22 Goo. II c. 27 ([748/9): against 
the workers' organizations, !'.ZgS, 
'98• 

23 Geo. II c. 13 ([749/50): 
export prohibition on textile 
machines and toola, II 148· 

'3 Geo. II c. 31 ([749/50): cap. 
§ 4: Mrica Company, 375· 

.6 Geo. II c. [8 ([75'/S): Levant 
Company, 428. 

'9 Geo. II c. 30 ([755/6): against 
workers' organizations, !ZgS, 
2gB· 

'9 Geo. II c. 33 ([755/6): 
regulation of wages by J.P .• , 
SII 

30 Geo. II c. [. ([756/7): against 
workers' organizations, 2gB, 
2gB·; Iegulation of wages by 
J.P .• , 311 

5 Geo. III c. 26, c. 30, c. 34> c. 39, 
c. 43 §§ 11-13 (1,64/5): Isle 
of Man, 54· 

5 Geo. III C.51 (1764/5): control 
by J.P .• , '49·; Yorkshire 
cloth, .64, 267"; technical 
regu1ation, .gB" 

8 Geo. III c. 17 (1767/8): against 
worker.' organizations, !'.IgB-; 
wage fixing, S [ I 

I. Geo. III c. 71 (1771/'): 
legislation against engrossing 
repealed, 3.1 f. 

13 Geo. III c. 68 (I"./S): 
Spitalfielda Act: against 
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Steiermark, 338 
mllN, w.: Beitriig • .tI" GeschUhU des 

deulschm Hans., 3'7., 11 66· ; 
Die Hans.stiidle, 353. 

Ill'ElNBERO, 39' 
mIIN-HAltDENBERO reform period: 

Prussia, 46. 
mlPIIEN, Sir L.: Tn. E.glish Utili

tarions, II 27'·' II 298, II 298. 
mlRN, s.: D" preussiscn. Staat und 

di8 Judm, II 307. 
Sternberg, 58 
Stettin,75 
Steyr, company for the iron trade 

of: enterprise capital, 338, 36g, 
393,400 

8TlEDA, w.: Hansiscf1,.Ve .. tianisclle 
Hantk/sbe<;iehungen, 335·; Sl4/Iel
recht, II 66"; Zwangs-und BtJtI1I
rechle, 459, II '33· 

1'I'IEllNMAN, A. A. VON, v. Samling 
utaf K. Brif • • • ARg. Sweriges 
Rikes Commerce, Politi8 och Oeconmnie 

Stimulation: private economic in· 
terests: advantage to the state 
without compulsion, II 293-<296, 
II 300f. 

BTIRLING, J.: Trade Unionism, 11 328 
Stoek: v. Capital 
Stoekbrokers: limitation of number 

of,445 
Stoek exchange, 372 
Stockholm: monopoly of foreign 

trade, '35, II 68 
Stocking frame: v. knitting machines 
Stockings: production of, 265 
Stoek substitution, 44' 
nolZE, TH. : Entstehung des Giisterechls, 

II 73" 
Ston .... etters : in the goldsmiths' 

organization, 245 
noPPELAAR, J. H. DB: Baltluu.,. de 

Mouehlran, 357", 360" 
Storkow,73 
noUlW, R.: Fi1umces de /' ondm rlgime 

et deia rloalulian, 85" 
ITRAPPORD, Earl of, 262, 472, II 4': 

utters tUrd Dispauhes, 114'" 
1I1'RAI.B, o. H.: Alingsis _jalctor

urk, II ,4,8" 
Strangers to the town: in the French 

gUd system, '4,8 £1'.; in the English, 

224, 305, 3og.-v. also Merchant 
strangers, laws concerning 

Strassburg, II 56" 
Stretching: of cloth: industrial regu

lations in France, 162; in England, 
25',263 

STlUEDER, J.: Studi8n .tI" Geschit:hlI 
kopil4listischlr Organisalionsformm, 
336", 339", 393· 

STROWSKI, P., v. MONTAlONB, 1(. 

Stuart absolutism: in English ad
mini.otrative and industrial bia
tory, 256 f.; anti-capitalist tenden
cies, 257-<26,; policy of welfare 
the "poor man's cowt", 279 f. 

Stuff buttons: v. Buttons 
Sturdy beggars: in Elizabeth's Poor 

Law, 232 
Subordinate compaoies: v. Trading 

companies, English 
Sub-participants, 338, 359, 366 f., 

394.-v. also B<Windhebber 
Subsidy of Tunnage and Poundage, 

54 
"Subsistence" J suitable, 43, 272-274t 

II 25, II 44 
Suburbs: of Paris: mania for litiga

tion, '76 f. ; suburban masters, 
'47; suburban handicraft, com
pared with ruraI industry, 206; 
England: suburban handicraft, 
240 f. 

Sucoession: perpetual and non-
perpetual, 382, 395, 443, 4f8 

Suffolk: cloth industry, 24' 
Sugar: French duty on, 93 
Sugar refineries: in the French 

manufactures, ,go 
BOLLY, II. DB B., II 25S· 
SUNDBhG, G., 202 

Supervisory council (.A.qfsit:hlsral), 37Q 

Surat, 405 
Surgeons: in Poitiers: Iaw...wt with 

the apothecaries, '77 
Surplus, considerations of: aignifi

cance, II 'g6 
Surplus: v. Plenty 
SUVIIlANTA, n.: TIIeoty 'If /lie Baltsnu 

'If Trade in En,lattd, II 224", 
II 266" 

SwnsIaJ riksrQdeu pr.tokDll, II 284", 
II 296" 
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Sweden: popuIatloD UDder medieval T ... : In the Swed.iab figurea OIl the 
cxmditlono. 4'; peat IDU IIDifi<a. poIicr al provWoa, II 114 
tIoa. M; u.:....-. 67; weich'" aDd T.;t , ...... ...,. ", -- " 
-. III to 118; awdpula- _ ... 1011· 
tloa al _ UDder Guata.. vAaU, IL: L·...". '- 1M _ 
V_ 118; unification In the ,.,..,.1-",' ... ' .... 80"'· 
.dmiDlltralion, 184; mllllicipal T.unloJl, II 1",6 
policy In the colllrol al the na.... VA ......... L a.: no ~ ., 
118, Stockholm.. m-.poIiatic W_, 81S r.·, .. 8, .so·, 8':>8·, 
pooitioaa, divWoa InID naple aDd 8':>8·, no .."... ,.,... ill "" 
Inland ciliol, 194 t, II 68, __ ~ c-,.. p., JW;pa 
DrCtion bet....... the i>uDdiDI al .. "" Rill ., ~ II 1M·, 
cil;" aDd country cndinc UDder II 887·, II 'CU·, II ,I", II sas·. 
GuataWi Adolph.... 84S, the _. abo &t1UA &...,;, Hw." 
coundl u • court, .78. ahipplas s.IMI ~I T .... &...,;, 
aDd ddaIce by -. II 94. ~I ~,TB. (T • .....,.. 
natloaal CCIIIIlderadono In ahipo Introdudioa, 11 ..... , II '&7.) 
JlIinI. 11 351 .... /friIrt". aDd IOIDi- T .... IioD: ... u c:auoe al d;.. 
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93; in the Discourse qf the Common 
W.I2l, II log.-V. further Textile 
industry 

Textile industry: regulations: France, 
158-.68; competition of Indian 
cotton goods, • 7'; centre of the 
manufacture:., .89 11'. ; diligence 
for requirements of the masses, 
'9', '04 f.; England: speeial 
regu1ation . according to Eliza
beth's Statute of Artificers, 23'; 
small medieval capital require
ment, 336; export prohibition 
on raw materials and semi
manufactured goods, II 89, II 
II 1; on finished products, II 89; 
textile industry and production 
of necessities contrasted, II 94 f. 
-v. also Luxury industry and 
Cloth industry 

Thalamus de MonJp.llin-, u pelil, 
II '34. 

THO ...... P. J.: Mercantilism and EasI 
India Trade, 175*, II 117·, 
II .,8·, II '36*, II '57·, II .83· 

THOMAS A BECKET', fraternity, 420 

Thrift: cause of unemployment, 
II '09 

Tisnber: in the English exports, 
II 89 

Tisnber planks: tolls: Germany, 68; 
river transport, 68; timber supply: 
a privilege for collecting fines on, 
255; in Swedish statistics on the 
policy of provision, II 84 

Timber, scarcity of: France, 203; 
England, 203, II 39 

Tin, II 87, II .og 
Tobacco: French duty on, 93; 

tobacco growing, II 4'; English 
tobacco policy, II '9' f.; isnport
ance to Virginia aod Somers 
la1ands, II 293; tobacco fields: 
destruction by military force, 
IIsoo 

Token coins, II 22S 
Toleration, II 302 f., II S~-S07 
TOLLBY'S Case: v. Cases, English 
Toll inspection, 74 
Toll reforms: in the French National 

Constituent Assembly of • 790, 
108,458 ; German, 462 

Tolls: Part I, ch. 2, Part III, ch. g 

and 4: v. Contents.-Mtditoal 
tolls, 45; freeing of native citizens, 
II 77; fiscal policy, II 87.
FronJin- dulies: Austria, 59 f. ; 
Brandenburg-Prussia, 7' f., 74 f.; 
Bavaria, 76 f.; France, 78,il!r'og; 
England, 46 f.-Export duties (v. 
under that head): Austria, 70; 
Brandenburg-Prussia, 7' f., 74 f.; 
Bavaria, 76 f. ; France, 9. If., 
'02 f.-Import draits (v. under that 
head): Austria, 59 f.; Branden
burg-Prussia, 7' f., 74 f.; Bavaria, 
76 f.; France, 92 f., 102 f.
Municipal duts: England, 50 f. ; 
Germany, 70 f., 73; France 
(ocIrDis), 87; pertaining to policy 
of provision, II 87.-Tolls of the 
nobility: German, 69, 74; French, 
78 f., 83, 86.-Rioer /olls: (v. under 
that head).-Road tolls: (v. under 
that head).-Tolls of commercial 
polil;J!: policy of provision, II 87; 
protectionism, II '39-'45, II 
.94ff.-Toll disruption: Part I, 
ob. 2: v. Contents.-Tolls in 
place of prohibitions, II 294 If.
England, 46-56 : lale of Man, 
53 f., 54·, 467; Scotland, 53 f. ; 
lrelaod, 54; colonies, 54 f.-{;er
"""1)1, 56-78: v. Contents.
Frtma: v. ditto, aod D_, 
Droils, ForDine, Haut-pMsag., 
Imposilion forDine, RJw, TrlJHU 
de Loir', etc.-v. also Protoetion
ism, particular counties, c0un

tries aod goods 
Tolls-thorough, So 
Tolls-traverse, 30 
T onnetIU, 113 

Toui: tolls, g8 
Toulouse: weights aod measures, "4 
Touraine: weights aad measures, 113 
TOUT de Fr_: waoderings ofjoumey-

men,'49 
Tournois, LiDre: in French coinage, .20 

Tournon: non-existent judges of 
manufactures, '67 

Toun: in French coinage, .20 
Trll&ll ... p_ JUlie!. Sonu &r/1, 

233· 
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Ie W,;,htr. 116-
Trading companl.. _,.." 

Trade: cIam .. dc, I',,: 1IIIipi/icaDca 
In me..,...tillat 1deo1Ol)'. 11 '93; 
bleuinp of Intematicmal trade, 
11 178-1181; carried 011 bOlt by 
the beterodox, 11 S04 

Trade t meanlna of. 11 1,& 
Trade UDlona: In ... traint of trade, 

181. 19B r.; comparilon ~ 
tho F ...... ch and Englllh .tand
pain.., 11 ,671 attitude of IIAuu;-
1m 10 the. II Sig 

Trading auodatioD I origin, ssol.; 
1iaNa. sog, SSI r .• S88 IF.; South 
German commen:W bouos.SSS r .. 
SS8; Spain. S .... ; Franoe, 349r.; 
Ne.berllllllil, M'. SSg; EnglaDd, 
,88-390• ....... +t5; -partDOI'
.blp, sllg 

Trading companleu ODe IIIIID tncIe 
or DOl, '71 r.; England and the 
Netherlanda CIIIIlpUt!d with 
France I -trut, S4II. .. sa; 
...-.-a. S60; political r..
tiona, M'. 96'. 491"'45S; 
Adam Smith .. criticlam. 49a-
4S4. jrft ..,.,;., 490; f""" 
poinl fII view fII ahippiJII. 11 
M; ... pIe policy. 11 67 t ; 
...... of ahaN capilal 10 the 
_.11 .,..._. tJoo Ncmopoly 

ENot.AIIDI cliatiDd ...... b the 
orpniIatlona, sa.; -'. sa.1 
U- and pormioIiaD amp.. 
407r.;\ocal~
comocI iD ............... 4161t; --.. perpetI&aI and _ 

~ sa.. 3M. +U. 44A 
~ ~ (OW- 0.

pany): ............ iDm ...... 
...... -puay. In; ...... 
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....w.~m; ..... 
fII 0t'pIIiIaIi00I --... p; 
............ sgB .......... 
..... :aa-....w. .... 
~ .... ....--. 
3911; --- .... ....
_fII ....... .......u-. 
406. diIIiaIkIea. 41S t; ........ 
.. \tor .-poly ......... m; 

Elilabeth· •• bare iD tho proftl, 
that of her IUCCOIIOr. ..,8 r. ; 
political power. 451.-ap. 
Smega! Ad .... turen: provin
c:W participation, 4So; ..... "II. 4"S r.; MillioD Bank. 
.... S; ...cording 10 Adam Smith, 
4S4; Bank of England. Y. 
UDder that hsd; 
~~. 408t: 1Ub

orditwe companl... 408; 
Somen hlanda (Bermudu). 
409; proviacial Dature, ..,1 r·1 
political .utherity. 491; Y. 
rurther Virginia Compuay 
below; 

~.."",..,. 409; 
&II btIM c-,...,: Y. Eut 

India Companlea; 
EaIIMII eo......,: I'Obbed fII 111 

Scudinaviaa tDmMIpOiy. saB, 
S75; chartor. S8s. 449; -
&ion, "'S; corporali". aeUen, 
sB+; apiDIt~. sB6; 
power apimt 0UIaicIe ...... 
chan ...... " York, .p6. 430; 
~ 4116; Hull. .p6. 
430; Ipnricb, 430; 110 ~ 
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Trading companies-continued 
opment after ,688,4'0; accord
ing to Adam Smith, 453 f.; 

LeVtUlt CotnptJl!1: transition to 
regulated company, 375, 449; 
prohibition for individual trad
ing, 379; against monopoly, 
364; numerus cllJUSUS, 387; 
partnership, 388; connection 
with partnership type, 394; 
limited in time, 395; equip
ment of ships,409; continua
tion after ,688, 394; national 
by name, 424; purely London 
company, 428, 434; shipping 
via London, 428; connection 
with East India Company, 
395, 434; state's right of 
determination, 448; limited in 
time, 449; 

MercIuJnJ AtlDmlurers: v. under 
that head; 

Merclumls uf /hi Slapk: national 
unification, 330; influence of 
the state, 437; still main
tained, 466; tw()ofold meaning 
of term. "staple", II 58; 

Minnal and Battery Works, 383, 
392; trade in shares, 410., 
4" ; wool cards, II 148; 

Mines RDyal, 383, 392: durability 
of the enterprise capital, 40'; 
subordinate companies, 401 j 

charter: reason for its corpora
tive character, 443; for the 
need for artillery, II 33; 

Miningmkrprises, 383, 40
'
, 4".

v. further Mineral and Battery 
Works as well as Mines Royal, 
above· 

MUSI:OT!Y CIJ1fI/HI1u: v. Russia Com
panybelow; 

Newfowulltwl ComptJl!1, provin
cial character, 432 ; 

New P/ymouIh: (subsidiary) com
pany,403; 

New RiDer CIJ1fI/HI1u: durability of 
the enterprise capital, 40'; 
subsidiary company, 40' f.; 
James I's share in, 438; 

North-We" Passage, Compan;J for 
/hi: Sir H. Gilbert, 395; 

Trading companies-<onIinulli 
Russia Ctmtpany: transition to 

regulated company, 375; 
charter, 383; nummu clausus, 
387; perpetual succession, 395; 
earliest of the companies, 396, 
432; durability of the enter
prise capital, 40] j trade in 
shares, 4'3; .hadow existence 
in the eigbteenth century, 414; 
e<>-operation of the provincial 
cities, 432; .till maintained, 
466 ; 

SouIA Sea ComPtJl!1, 335, II 23'; 
connection with loan opera
tions of the state, 4", 440-446; 
largest capital of all, 4"; 
assisted by the Bubble Act, 
445 f.; 

Spanish /TaU: companies for, 
378, 4'7; national character, 
424; allocation among ports, 
43' ; special company for trade 
to Andalusia, 328; 

Virginia Cotn/JtJ1!1: the first 
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