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INTRODUCTION 

tltlt" Immehse hids!! of e~ondmic literature presents. DO 
phenomenon at all comparable to the treatise here reprihted. 
One might eVen venture to doubt whether ally of the DumefOus­
sociological sciellce!s bould discover a. parallel. This was a 
work In marry reSpects far from origirlal. 'an outcome of much 
friendly dis(:ussi'oh and private mental cOl'lcentration, which 
ita author published only with the greatest reluctance and 
misgiving. ThQ ~eader of that day probably found It hard, 
remote, unimaginative; iU style repellent, its treatment un­
systematic, its method abstract and passionless. Yet even in. 
this clothing tti strange miXture of audacity and diffidence, 
of independence and selflessness, has achieved, whether by 
attraction or repUlsion, a not easlly ~ti~able inliuence on 
human thought and feeling and action. . 

David Ricardo, the third son of a butch JeW who had 
settled in England and acquired a respectable fortune on the 
Stock EXChange, was born 1)1 1772, on the eve of the industrial 
tevolutidrt, and fOlir yeal'll beforl' Adam Smith published the 
Wean" oJ Nation;. HiS father, who seemS to have been a. man 
conventional iii opirlion, honourable ~'bhsine~, infiui!ntial 
among his friends, irltrbduced fiith to e\,!Il Ule confidential 
wotk of fidance at the early age of fod'rteen. In the world 
outside, Englahd, Whose national oC(bt had just been doubled 
in a 1Iiar of eight years' durAtiod, was enjoying a brief respite 
from her long duel with France. Pitt's tha~maturgic sinking 
fund bad come into baleful operation. Home-grown corn, in 
spite of much encouragement, had by-no\v become Inadequate 
for home neeQs. Steam had just been harnessed to the service 
of mall. The country-side was rapidlt emptying ita population 
to feed Uie toWns, and the north of 'England was already 
usurping tlle irldustrial supremacy of the south. in Berk­
shire and elsewhere the fond or lazy benevolence of the justice$ 
was creating a problem which Combination LawS and Bastardy 
Acta, war and protection, were to develop to frightful pro­
portions, until the sore should need the knife. Ertglllnd was 
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viii Political Eco.nomy 
at the beginning 'of a period during which her population was 
to endure such appalling misery as. in our own happier­
though far from perfec~--day can hardly be conceived. 

After morfi! than one exhibition of intellectual independenc~ 
David Ricardo seceded from the Jewish faith, and this apostasy 
meant separation from his father. A little later, at the age 
of twenty-one, he married a Miss Wilkinson. Their m:uried 
life was unbrokenly Happy. These changes made it necessary' 
for him to secure his career and his P9sition, and it says much 
for his chara€ter and capacity that other and older members 
of the Stock Exchange voluntarily aided him to this end. 
Their help, and his own unusual gifts of judgment and con­
centration, realised for. him in a remarkably short time a 
considerable fortune, and this in an occupation dominated­
in his own opinion advantageously dominated-by competi­
tion. Long before he was thirty years of age his position was . 
secure eIlough to allow the indulgence on a generous scale of . 
his scientific and literary tastes, though these were apparently 
not deep-rooted. 

It was in 1799 that an accidenW perusal of Adam Smith's 
Wealth of Nations definitely drew his attention to the economic 
inquiries which were to absorb increasingly more of his time. 
But ten years of studentship, desultory at first, sedulous later, 
preceded the performance of his first piece M work. The tract 
entitled .. The High Price of Bullion" grew out of certain 
letters which Ricardo was, with no slight difficulty, persuaded 
to publish in the Morning Chronicle, and though it was written 
in the early dawn of economic study it is singularly clear and 
acute, and in many respects still authoritative. Its inBuence 
was immediate, and the controversy with Mr. Bosanquet 
which followed. and in which Ricardo tore to shreds his 
opponent's flimsy arguments, only served, in the words of 
a contemporary, If to illustrate the abilities of the writer who 
stepped forward to vindicate the truth." 

Publicity brought to Ricardo some friendships of high 
importance. Chief among them were those with James Mill, 
Thomas Malthus, and Jeremy Bentham, each of whom 
exercised a very definite infiuellce on his intellectual develop­
ment. It is not improbable that to them is due the fact that 
Ricardo ever published at all the results of his inquiry and 
thought. 

The PriH(;iples oj Political Economy anti T4xatirm was 



Introduction ix 
published in 1817, by which date Ricardo .tood confessedly 
at the head of economic 8cience in England. The reet of hie 
life. apart from scientific activity, need not concern us in 
delail. He wu now an extensive landed proprietor in Glouces­
tershire, and in J819 bought a seat in Parliament. He wu 
neither a frequent nor a fluent speaker-we read that on one 
occasion early in his Parliamentary life he did not rise till he 
wuloudly called on from all sides-but the House of Commons 
gave due respect to the authority with which his words were 
obviously investlld. It is interesting to note that though not 
a Whig he wu sufficiently honest and independent in view 
to vote almost uniformly against the government. He 
favoured the cause of Parliamentary Reform. was. strongly 
sympathetic to the ballot. and .. did good work in arguing 
for a Poor Law which should aim at its own extinction, in 
examining the schemes of Robert Owen. in advocating benefit 
clUN with old age pensions. in II8COnding Huskisson's and 
Hume's reforms. and in cross-examining witnesses before the 
committee on Agricultural Depression." . 

In J8l3 illnesa compelled his retirement from Parliament, 
though it was not allowed to prevent his private work. But 
only a few months of life remained to him. His last days 
were full of alternating pain and stupor. and he died. at the 
age of fifty-one. in September J8l3. 

The explicit and affectionate judg ... ent of contemporaries 
on his character is sufliciently bome out by' other evidence. 
He was a good husband and father. a man kindly. modest. 
and unassuming. without artifice or pretension. in discussion 
more ready to listen than to speak. frank in acknowledging 
error and in admitting conviction. and at the same time 
quietly cogent and compclling in the advance and illustration 
of his own conclusions. 

We know then that Ricardo lived a comparatively quiet 
and uneventful life in a period which. regarded from any and 
every human point of view. was of boundless significanc" in 
which. particularly. economic England lay writhing in the 
crucible. her obstinate viscous past seething under the heat 
and blut of fierce titanic forces of change. W. know that 
while the immediate environment of Ricardo's llie embraced 
circumstances in which. if ever. compt:tition was almost 
perfectly and perhaps beneficially realised, its remoter environ­
ment had in it much that could explain and condone any 
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apparent harshness in the results of economic analysis. We· 
know, too, that the rucardian analysis itself, which suffered 
from almost every possible vice of style and defect 0' presenta­
tion, excited passions at once the most profound and the most 
diverse. No period in man'!! history is so exacting or 110 

interesting as that in which Ricardo lived, and the deeper our 
acquaitttance with it the more sympathetic becomes our 
~ppreciation of Ricardo himself. .. Scial SB twn parum I 
fwofecissB cui Ricardo 'ValdB placebil!' is a \'erdict in which 
what there is of exaggeration is pardonable.' 

In the early yean of the,p!D.eteenth centurf'men breathed 
the air of deduction~ Science was the bodiless creation of 
logic. Starting from one or two simple propositions, reason 
proceeded to deduce cogently and inevitably therefrom a 
whole 'system of laws, relations, and consequehces. Give4 
that th~ method was SOUI1d, and its employment faultless, 
the only source of error must obviously lie in the first elements, 
the principia, wheIice reason hatched her brood. This was 
the plan on which Bentham, Austin, and Mill the elder did 
their work, the mode which Ricardo adopted. It is the 
efficient explanation of their not infrequent deviation from 
the data of our experience or knowledge. For a deductive 
economic science, one has but to assume the existence ot the 
earth, and the energising of all those faculties and capaciti~ 
in man which spell or subsetve acquisitivenesS, thinking away 
every source of interference with their free play. Ricardo 
made these aSsumptions. His main1ed halt ntterahce could 
not smother the relentless, close, in\'Ulnerable logic of hi!! 
method.. It was less likely then than now that his assump­
tions should be subjected to scn1tiny. Further, the order 
which hI! made to reign where all had long been chaos, the 
system which he offered in explanation of an unwieldy toppling 
mass of de4ils, simply stole by its audacious clarity the 
admiration and the cortversioll of hiiJ contemporaries. 

011e need not be acquainted with economic history or theory 
to argue from simple propositions, founded in experience or 
sentiment, a case against Ricardo. From one or two data 
concerlling the nature of man one could reasonably produce. 
deductively, hot indeed a system but at any rate a seri~ of 
conclusions hostile to his results. But these· would possess 
no high value owing to their very lack of system. It is m9re 
than probable that the foundation Of economic science In 
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luch a pctioddcmartded at feast one ~eat ~eriment in 
Bystematic deduction. Else no plart had been laid down. 
Yet this contention is not meant to t'a.ise Ricardo above 
criticism. One at least of his assumptions.-Inan covetous.­
was by far too simple. Man from the economic point of view 
is unstable. allotropic: those faculties which Bubser\7e un­
bridled acquisitivebess. if indeed it ever exist!. are dilferently 
developed in different men: aCquisitiveness itself operateS jn 
more spheres than that of wealth only; the very illteess of 
acquisitiveness is apt to destroy for the majority the capacity 
and the opportunity of free competition. These ahd many 
other objections mighi be raised. were actually raised, against 
the Ricardian analysis. They are just objections. and of their 
justice Ricardo wu not unaware. He knew that his View 
was mechanical, that he imperfectly realised certain features 
and facts of which consideration can never lightly be omitted 
in economic study. HI! would have been the firSt. had he 
lii!e • to object'to the harsh use made of his Conclusions. the 
t}:I; to deplore that .. a logical artifice" should become n the 
a cepted picture of the real world." 

It has too often been forgotten that Ricardo and his school 
Mote of a world of certain men in a certait1 'condition. and 
that they were not completely ignorant of the fact. though 
their realisation of it was less explicit: than that of t3agehot 
and Caime4 in later time. Tha~ their conclusions were prosti­
tuted to base uses is admitted. but that Ricardo himself as a 
single person Should have had attributed to him the whole 
and sole responsibility of Words and works of 1Vhich bis period: 
his experience. his followers. prejUdiced Of blind or both. must 
bear the burden. is an injustice cOmpact of harshness and 
ignotance. Induction reacheS its generalisatioDs or "laws by 
correlating and classifying facts. It gives us. with equal truth 
and reasonableneSS. grounds fat dissent from Ricardo's views, 
but it must always be remembered that under ascertainable 
intellectual inBuebces, and with confessed limitations of out­
look. he sought in all doggedness and sincerity to folio. truth 
whithersoever it might lead him. A deductive ecoriolIiic law 
may be inhuman, but it SllemS scientific and simple: an induc­
tive generalisation may be safe. but it is vague and misty and 
complex. The former is too clear-cut, the latter too iJl­
defined. Each defect admits of explanation. and for rr' , 

allowance ean be made. But mrely if ever is it tiveh to u... 



Xll Political Economy , 
mil> ~ lblly to correct the faults of one method by recourse to 
the excellencies of the other. . 1 

Ricardo'. sincerity and cogency are in truth tbe best 
explanation of his immediate and protracted dominion over 
men's thoughts. Only when one tries to' trace the ramifica­
tions of his influence does one fully realise its enormqus extent: 
To say that it was supreme till 1848, when J. S. Mill's Political 
Economy was published. or, more generally, that Ricardo 
became at once" a prop and a menace to the middle classes," 
is perhaps less than the truth. H6 favoured the removal of 
industrial and commercial restrictions. He moved Joseph 
Hume in 1824 to urge the repeal of the laws against combina· 
tions of labour. The Truck Acts he ridiculed, The Factory 
Acts he opposed. His theory seems to be an everlasting 
justification of the status quo. As such, at least. it was used. 
But the socialists, adopting his theories of value and wages, 
interpreted Ricardo's crude expressions to their own advan'; 
tage. To alter the Ricardian conclusions, they said, alter the 
social conditions on which they depend: to improve on a 
subsistence wage, deprive capital of what it steals from 
labour-the value which labour creates. The land-taxers 
similarly used the Ricardian theory of rent: rent is a surplus 
for the existence of which no single individual is responsibl~ 
take it therefore for the benefit of all, whose presence creates it. 

These examples are the merest froth on the waves of the 
Ricardian tide. Jevons said ... Ricardo gave the whole course 
of English economics a wrong twist." Mr. FoltWell adds • 
.. it became unhistorica1, unrealistic • • • the tool of a 
political party:' It was rather the tool<hest of several 
political parties, the raw material whence 'many dilferent 
twists were spun. Thomson and Hodgskin, Marx and Las­
salle. Henry George and perhaps even the Owenites. owe more 
or less. directly or indirectly, to Ricardo. A harsh conserva­
tism and a perhaps harsher laissez-lair. i a constitutional 
meliorism and a revolutionary. anarchism-these all find their 
source in Ricardo. McCulloch, Senior, and Mill, aware of his 
limitations, yet not comparing his assumptions with facts, 
built on his foundations. 

For all this, it is wrong to attribute such Consequenc~ to 
.. an elementary error in method." There are two methods, 
neither perfect, each need"mg the other's aid, the one over­
whelming us with experiential details, the other blinding us 
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'3 them. Best is it to know the logic and the conclusions of 
10th. 

The nineteenth century shows to the 8tudent economi • 
h60ries and the world of facts acting and interacting, each on 
'ach, and on the whole coming nearer in the process. Theori!" 
Duat and do influence men, and men theories. If Ricardo 
lVerworked deduction. he was the victim of an intellectual 
'ashion which had its llSes. performed its task, and made 
>perative alike in theory and in practice the means of its own 
Jverthrow. If it be. mediately or immediately. Ricardo's 
shame to have justified many fonns of misery, it is no less 
Ricardo's glory to have suggested many paths of escape. 

F. W. KOLTHAMMER. 
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2 Original Preface 
tion--after the aid which he has derived from the works of the' 
above-mentioned emment writers - ~.!'d 'after the valuable 
experience which a few late years, aboth,Jing in facts, have 
yielded to the. . generation-i~ ill not, he trusts, be 
deemed presumpt\;~ ~ in him to state his opinions on the laws 
of profits and wages, and on tha operation pf, taxes. If the 
principles which he deems correct should be found to be so, 
it will be for others, more able than himself; to trace them to 
all theIr important consequences. " 

The writer, in eombating received opinions, has found it 
neceS$ary to advert more particularly to those passages in th. 
writings of Adam Smith from which be sees reason to differ I 
but he hopes it will not, on that account, be suspected that h. 
does not, in common with all those who acknowledge the 
importance of the science of Political Economy, participate in 
the admiration which the profound work of this ceJebrate4 
author so justly,-excites. 

The sa~e remark may be applied to the excellent works o' 
M. Say, who not only Was the first, or among the first, of con­
tinental writers who justly appreciated and applied the principles' 
of Smith, and who has done more than all other continental 
writers taken together to recommend the principles of that 
enlightened and beneficial system to the nation!! of Europe J 
but who has succeeded In placing the science in a more logical 
and more instructive order; and has enriched it by several 
discussions, original, accurate, and profound.1 The respect, 
however, which the author entertains for the writings of this 
gentleman has not prevented him from commenting with thai 
freedom which he thinks the interests of science require, on 
such passages of the Economie Politique as appeared at 
variance with his own ideas. 
, • Chap. xv. Part i .• Da VI/lOvelies, contains, in particulart some very 
important principles. which 1 i.eliell. WIlf. flflit explainocl 1>1 thia di&o 
tin~hed writer. 



ADVERTISEMENT TO THE THIRD EDITION 

IN this edition I have endeavoured to explain more fully than 
in the last my opinion on the difficult subject of Value, and 
for that purpose have made a few additions to the first chapter. 
1 have also inserted a new chapter on the subject of Machinery, 
and on the effects of its improvement on the interests of the 
different classes of the state. In the chapter on the Distinctive 
Properties of Value and Riches, I have examined the doctrines 
of Y. Say on that important question, as amended in the fourth 
and last edition of his work. I have in the last chapter en­
deavoured to place in a stronger point of view than before the 
doctrine of the ability of a country to pay additional money 
taxes, although the aggregate money value of the mass of its 
commodities should fall, in consequence either of the diminished 
quantity of labour required to produce its com at home, by 
improvements in its husbandry, or from its obtaining a part 
of its com at a cheaper price from abroad, by means of the 
exportation of its manufactured commodities. This consIdera­
tion is of great importance .. as it regards the question of the 
policy of leaving unrestricted the importation of foreign com, 
particularly in a country burthened with a heavy fixed money 
taxation, the consequence of an immense National Debt. I 
have endeavoured to show that the ability to pay taxes depends, 
not on the gross money value of the mass of commodities, nor 
on the net money value of the revenues of capitalists and land­
lords, but on the money value of each man's revenue compared 
to the money value of the commodities which he usually 
consumes. 



PRINCIPLES OF POLITICAL 
ECONOMY 

CHAPTER I 

ON VALUE 

SECTION I 

The value of " eommodltv, or the quantity of any other commodity for 
whicb It will exchange, depends on the relatiw quantity of labour 
wlucb is necessarY for Its production, and not on the greater or less 
compensation wblch is paid for tbat labo~J . 

IT has been observed by Adam Smith that" the word Value 
bas two different meanings, and sometimes expresses the utility 
of some particular object, and sometimes the power of purchasing 
other goods which the possession of that object conveys. The 
one may be caned value in use " the other value in exchange. 
The things," he continues, .. which have the greatest value in 
use, have frequently little or no value in exchange; and, on the 
contrary, those which have the greatest value in exchange, 
have little or no value in use." Water and air are abundantly 
useful; they are indeed indispensable to existence, yet, under 
ordinary circumstances, nothing can be obtained in exchange 
for them. Gold, on the contrary, though of little use compared 
with air or water, wi11 exchange for a great quantity of other 
goods. . 

u:tility then is not the measure of exchangeable value, 
although it is absolutely essential to it. If a commodity were 
in no way useful-in other words, if it could in no way con­
tribute to our gratification-it would be destitute of exchange­
able value, however scarce it might be, or whatever qU/uttity 
of labour might be ne~ssary to procure it. 

Possessing utility, commodities derive their exchangeable 
value from two sources: from their scarcity, and from the 
quantity of labolU' required to obtain them. 

. 5 



6 Political Economy 
There are some commodities, the value of which is determined 

by their scarcity alone. No labour can increase the quantity of 
such goods, and therefore their value cannot be lowered by an 
increased supply. Some rare statues and pictures, scarce books 
and coins, wines of a peculiar quality, which can be made only 
from grapes gro'Yll on a particular soil, of which there is a very 
limited quantity, are all of this description. Their value is 
wholly independent of the quantity of labour originalIy necessary 
to produce them, and varies with the varying wealth and 
inclinations of those who are desirous to possess them. 
~ These commodities, however, form a very small part of the 
mass of commodities daily exchanged in the market. By far 
the greatest part of those goods which are the objects of desire 
are procured by labour; and they may be multiplied, not in 
one country alone, but in many, almost without any assignable 
limit, if we are disposed to bestow the labour necessary to 
obtain them • 

.I In speaking, then, of commodities, of their exchangeable 
value, and of the laws which regulate their relative prices, we 
mean always such commodities only as can be increased in 
quantity by the exertion of human industry, and on the pro­
duction of which competition operates without restraint. 

In the early stages of society, the exchangeable value of these 
commodities, or the rule which determines how much of one 
shall be given in exchange for an9ilier, depends almost exclu­
sively on the comparative quantity of labour expended on each • 

.. The real price of everything," says Adam Smith, "what 
everything really costs to the man who wants to acquire it, is 
the toil and trouble of acquiring it. What everything is really 
worth to the man who has acquired it, and who wants to dispose 
of it, or exchange it for something else, is the to1t and trouble 
which it can save to himself, and which it can impose upon other 
people." .. Labour was the tirst price-the original purchase-" 
money that was paid for all things." Again," in that early 
and rude state of society which precedes both the accumulation 
of stock and the appropriation of land, the proportion between 
the quantities of labour necessary for acquiring different objects 
seems to be the only circumstance which can afIord any rule for 
exchanging them for one another. If, among a nation of hunters, 
for example, it usually cost twice the labour to kiU a beaver 

. which it does to kill a deer, one beaver should naturally exchange 
for, or be worth. two deer. It is natural that what is Ilsually 
the produce of two days' or tlt'o hours' labour should ~ wo~b 
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double of what is usually the produce of one day's or one bour'. 
Iabour."l / 

That this i. really the foundation of the exchangeable value 
of all things, excepting those whkh cannot be increased by 
human Industry, is a docttine of the utmost importanc~ in.;' 
political economy; for from no source do so many errors, and 
so muoh difference of opinion in that science'proceed, as from' 
th~ vague ideas which are attached to the word value. 

If the quantny of labour realised in commodities regul~ 
their exchangeable value, "ery increase of the quantity" of 
labour must augment the value of that commodity on which it 
is exercised, Ai every diminution must lowet it. 

Adam Smith, who so aceutately defined the original source of 
exchangeable value, 8Jld who was bound in consistency to main­
tain that all things became more or less valuable in proportion 
IS more or less labour was bestowed on their production, has' 
himself erected another standard measure of value, and speaks 
of things being more or less valuable In proportion as they will 
exchange for mare or less of this standard measure. Sometimes 
be speaks of com, at other times of labour, as a standard measure; 
flot the quantity of labour bestowed on the production of any 
object, but the quantity whieb it can command In the market: 
as if these were two equivalent expressions, and as if, because 
• man's labour had become doubly efficient, and he could there­
fore produce twH::e the quantity of a commodity, he would 
necessarily receive twl~ the former quantity in exchange for it. 

If this indeed were true, if the reward of the labourer were 
always in proportion to what he produced, the quantity of labout 
bestowed en a commodity, and the quantity of labour which 
that commodity would purchase, would be equal, and either 
might accurately rneusute the variations of other things; but 
they are not equal; the first is under many citcumstances an 
invariable standard, indicating correctly the variations of other 
things; the latter is subject to as many fluctuations as the 
commodities compared with it. Adam Smith, after most ably 
showing the insufficiency of .. variable medium, such as gold 
and silver, fot the purpose of determining the varying value of 
other things, has himself, by fixing Oil torn or labour, chosen 
a medium no less variable. 

Gold and silver are no doubt subject to fluctuations from the 
discovery of new and more abundant mines; but such dis­
~es IJH ,.fet IiJlid their effects, though po,,~lul, are limited 

. . . '. .~ooki.cbap.s. I . . 
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to periods of comparatively short duration. They are subject 
also to fluctuation from improvements in the skill and machinery 
with which the mines may be worked; as in consequence of such 
improvements a greater quantity may be obtained with the 
same labour. They are further subject to fluctuation from the 
decreasing produce of the mines, after they have yielded a 
supply to the world for a succession of ages. But from which 
of these sources of Buctuation is com exempted? Does not that 
also vary, on one hand, from improvements in agriculture, from 
improved machinery and implements used in husbandry, as wen 
as from the discovery of new tracts of fertile land, which in other 
countries may be taken into cultivation, and which will affect 
the value of corn in every market where importation is free? 
Is it not on the other hand subject to be enhanced in value from 
prohibitions of importation, from increasing population and 
wealth, and the greater difficulty of obtaining. the increased 
supplies, on account of the additional quantity of labour which 
the cultivation of inferior land requires? Is not the value o( 
labour equally variable; being not only affected, as all other 
things are, by the proportion between the supply and demand, 
which uniformly varies with every change in the condition of 
the community, but also by the varying price of food and other 
necessaries, on whiCh the wages of labour .are expended? 

In the same country double the quantity of labour may be 
required to produce a given qqantity of food and necessaries at 
one time that may be necessary at another and a distant time; 
yet the labourer's reward may possibly be very little. diminished. 
If the labourer's wages at the former period were a certain 
quantity of food and necessaries, he probably could not have 
subsisted if that quantity had been reduced. Food and neces­
saries in this case will have risen 100 per cent. if estimated by 
the quantity of labour necessary to then production, while thl:Y 
will scarcely have increased in value iI measured by ~he quantity 
of labour for which they will exchange. 

The same remark may be made respecting two Ol" more 
countries. In America and Poland, on the land' last taken into 
cultivation, a year's labour of any given number of men will 
produce much more com thaa on !and similarly circumstanced 
In England. Now, supposing all other necessaries to be ~uaI1y 
cheap in those three countries, would it not be a great mIStake 

. to conclude that ~ quantity of corn awarded to the labourer 
would in each country be in proportion to the facility of pro-
duction? . 
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If the shoes and clothing of the labourer' could, by improve­

ments in machinery, be produced by one-fourth of the labour 
nolY necessary to their production, they would probably fall 
75 per cent. ; but so far is it from being true that the labourer 
would thereby be enabled permanently to consume four coats, 
or four pair of shoes, instead of one, that it is probable his wages 
would in no long time be adjust,ed by the effects of coJppetition, 
and the stimulus to population, to the new value of the neces­
saries on which they .were expended. If these improvements 
extended to all the objects of the labourer's consumption, we 
should find him probably, at the end of a very few years, in 
possession of only a small, if any, addition to his enjoyments, 
although the exchangeable value of those commodities, com­
pared with any other commodity, in the manufacture of which 
no such improvement were made, had sustained a very con­
siderable reduction; and though they were the produce of a 
very considerably diminished quantity of labour. 

It cannot then be correct to say with Adam Smith, .. that 
as labour may sometimes purChas6 a greater and sometimes a 
smaller quantity of goods, it is their value which varies, not 
that of the labour which' purchases them;" and therefore, 
.. that labour, alone "tiler flarying i" its 0WfI valru, is alone the 
ultimate and real standard by which the value of all commo­
dities can at a1l times and places be estimated and compared; .. 
-but it is correct to say, as Adam Smith had previously said, 
II that the proportion between the quantities of labour necessary 
for acquiring different objects seems to be the only circumstance 
which can afford any rule for exchanging them for, one another; .. 
or in other words that it is the comparative quantity of corn­
modities which labour will produce that determines their 
present or past relative value,.and not the comparative quan­
tities of commodities which are given to the labourer in exchange 
for his labour. 

Two conunodities vary in relative value, and we wish to know 
in which the variation has really taken place. U we compare 
the present value of one with shoes, stockings, bats, iron. sugar, 
and all other commodities, we find that it will exchange for 
precisely the same quantity of all these things as before. U 
we compare the other with the same commodities, we find it 
bas vaned with respect to them all: we may then with great 
probability infer that the variation has bten in this commodity, 
and not in the commodities with l'ihich we bave compared it. 
U on examining still more particularly into all the circumstanoes 
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coonected with the praductiort of these various commodities, 
we find that precisely the same quantity of labour and capital 
are necessary to the production of the shoes, stockings, hau, 
iron; sugar, ete.; but that the same quailtit)" 88 before Is not 
necwary to produce the single cotnmodity whose relative -nlue 
iI altered, probability is changed Into urtainty, and WI! ate 
sure that the variation is in the single commodity: we then 
discover also the caUIle of iu variation. 

If 1 iouncl that an Ounce of gold would exchange fot a less 
quantity 01 aU the commodities above enumerated and many 
others; and if1 moreover', I found that by the disoovert of a 
new and more fertile mine, Qr by the employmebt of machinery 
to great advantage, a givert quantity of gold could be obtained 
with a less quantity of labour, I should be justified in saying 
that the ause of the alteration in the value of gold relatively 
to other commodities was the greater facllity of its productiOlt, 
or the smaller quantity of labour necessary' to obtain it. In 
like manner,. if labour fe1l. very considerably in value, relatively 
to all other things, and if I found that its fall was in consequence 
of an abundant supply, encouraged by the great facility with 
which rorn, and the other necessarie!l of the labouret, were 
producedl it would, I apprehend, be correct for me to aay that 
com and necessaries had fallen in value in consequence of less 
quantity of labour being necessary to produce them, and that 
this facility of providing for the support of the labourer had 
been folWwed by a fall in the value of labour. No, 8ay Adam 
Smith and Mr. Malthus, in the case of the gold you were correct 
in calling i.ts variation a fall of its value, because com aad labour 
had not tilen varied 1 and as gold wbuld tommand a less quan­
tity of them, as well as of all other things,. than before, it was 
correct to say that all things had remained stationaty and that 
gold only had varied; but when corn and labour fall, things 
which we have selected to be our standard measure of value, 
notwitllstanding all the variations to which we acknowledge 
they are subject, it would be highly improper to say so; the 
correct language will be to say that Cum aild labour have 
remained stationary, and all other things have risen in value. 

Now it is ~ainst this language that I protest.. I find that 
precisely, as in the case of the gold, the cause of the variation 
betweeu corn and other things is the smaller quantity of labour 
necessary to produce it, and therefore, by /Ill just reasonmg, I 
am bound to call the variation of com and labour a faD in their 
value, an~ not & rise ia the t'alue oj the things with whic4 they 
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are compared. U I have to bire a labourer fot a week, and 
instead of ten shillingg I pay him eight, no variation having 
taken place in the value of money, the labourer can probably' . 
obtain more food and necessaries with his eight shillingg thu 
he before obtained for ten: but this is owing, not to a rise in 
the real value of his wages, as stated by Adam Smith, and 
more recently by Mr. Malthus, but to a fall in the value of the 
things OD' which his wages ate expended, things perfectly dis­
tinct; and yet for calling this a fall in the real value of wages, I 
am told that J adopt new and unusual language, not recon­
cilable with the true principles of the science. To me it 
appeal' that the unusual and, indeed, Inconsistent language 
is that used by my opponents. 

Suppose a labourer to be paid a bushel of corn for a week's 
work when the price of com is Sos. per quarter, and that he is 
paid a bushel and a quarter when the price falls to 401. Sup­
pose, too, that he consumes half a bushel of com a week in his 
own family, and exchanges the remainder for other things, such 
IlLS fuel, soap, candles, tea, sugar, saIt, etc. etc.; if the three­
fourths of a bushel whiah will remain to him, in one case, cannot 
procure him as much of the above commodities as half a bushel 
did in the other, whlch it will not, will labour have risen or 
fallen in valuei' Risen, Adam Smith must Illy, because his 
standard is com, and the labourer receives more com for " 
week', labour. Fallen, must the same Adam Smith say, 
M because the value of • thing depends on the power of pur­
chasing other goods which the possession of that object con­
veys," and labour has a less power of purchasing such other 
goods. 

SECTION 11 
Labour of diff<'l't!llt quail ties differently nowarded. This DO eause of 

vuiatiooln the relative value of IlOIDJIlOdities 

IN speaking, hoWf'Ver, of labour, as being the foundation of all 
value, and the relative quantity of labour as almost exclusively 
detennining the relative value of commodities, I must not be 
supposed to be inattentive to the different qualities of labour, 
and the difficulty of comparing AD hour's or .. day's labour in 
one employment with the same duration of labour in another. 
The estima.tioD in which different qualities of labour arc held 
comes sooa" ~ be adjusted in the market with su1lieient pte-. 
cision for all practical purposes, and depends much on the 
comparative skiD of ~\l labourer and intensity of the labour 
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perfonned. The scale, when once fonned. is liable to little 
yariation. If a day's labour of a working jeweller be more 

'valuable than a day's labour of a cornmoJ,llabourer, it has long 
ago been adjusted and placed in its proper position in the scale 
of value.1 

In comparing, therefore, the value of the same commodity 
at different periods of time, the consideration of the comparative 
skill and intensity of labour required for that particular com­
modity needs scarcely to be attended to, as it operates equally 
at both period~. One description of labour at one time is 
compared with the same description of labour at another j if 
a tenth, a fifth, or a fourth has been added or taken away, an 
effect proportioned to the cause will be produced on the relative 
value of the commodity. 

If a piece of cloth be now of the value of two pieces of linen, 
and if, in ten years hence, the ordinary value of a piece of cloth 
should be four pieces of linen, we may safely conclude that 
either more labour is required to make the cloth, or less to make 
the linen, or that both causes have operated. , 

As the inquiry to which I wish to draw the reader's attt'ntion 
relates to the effect of the variations in the relative value of 
commodities, and not in their absolute value, it will be ollittJe 
importance to examine into the comparative degree of estima­
tion in which the different kinds of human labour are held. We 
may fairly conclude that what£ver inequality there might 
originally have been in them, whatever the ingenuity, skill, or 
time necessary for the acquirement of one species of manual 
dexterity more tbah another, it continues nearly the same from 
one generation to another; or at least that the variation is 
very inconsiderable from year to year, and Ulerefore can 

1 .. But though labour be the real measure of the exChangedble value of 
all commodities, it is not that by whicb their value is commonJy estimated. 
It is often dillicult to ascertaiu the proportion hetween two ditlerent 
quantities of labour. The time spent In two different sorts of work will 
not always alone determine this proportion. The different degrees of 
hardship endured, and of mgenuity nercised, must likewise be taken tnto • 
3CCOunt. There may be mOR labour in an bour's hard work tbd1l in tm:> 
hours' easy business; or in an hour's applteatlon to a trade, which it w.t~ 
ten years' labour to learn, than in a month's industry at an ordinary and 
obvious employment. But it is not easy to lind any accurate measure, . 
either of hardship IX' ingeuuity. In ncbanl:ing, indeed, tho ddferent 
productions of different sorts of labour for one another, some allowance 
IS conunonly made for both. It is adjusted, howev«, DOt by any a«urat<> 
measure, but by the biggling and bargaining of the martet, 8CCOl'dtng to 
that sort of rough equabty which, though not exact, is sufficient for 
carrying on the busineS15 of eommoo 1ife."-WealIA of NIIl_. book i. 
chap. 10. . 
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ba~ little effect, for short periods, on the relative value. of 
commodities. 

" The proportion between the different rates both of wages 
and profit in the different employments of labour and stock 
seems not to be much affected, as has already been observed, 
by the riches or poverty, the advancing, stationary, or declining 
state of the society. Such revolutions in the public welfare, 
though they affect the general rates both of wages and profit, 
must in the end affect them equally in all different employments. 
The proportion between them tbi ~ must remain the same, 
and cannot well be altered, at .k. oit any considerable time, 
by any such revolutions." I . 

SECTION 111 

Not only the labour applied immediately to commodities aftect their value! 
but the Iahour also which is bestowed on the .Implements, tools, ana 
buildings, with which such labour is assisted 

EVEN in that early state to which Adam Smith ftfers, some 
capital, though possibly made and accumulated by the hunter 
himself, would be necessary to enable him to kill his game. 
Without some weapon, neither the beaver nor the deer could 
be destroyed, and therefore the value of these animals would 
be regulated, not solely by the time and labour necessary to 
their destruction, but also by the time and labour necessary for 
providing the hunter's capital, the weapon, by the aid of which 
their destruction was effected. . 

Suppose the weapon necessary to kill the beaver was con­
structed with much more labour than that necessary to kill the 
deer, on account of the greater difficulty of awroaching near 
to the former animal, and the consequent necessity of its being 
more true to its mark; one beaver would naturally be of more 
value than two deer, and precisely for this re&!ion, that more 
labour would, on the whole, be necessary to its destruction. 
Or suppose that the same quantity of labour was necessary to 
make both weapons, but that they were of very unequal dura­
bility; of the durable implement only a small portion of its 

.value would be transferred to the commodity, a much greater 
portion of the value of the less durable implement v.'Ould be 
realised in the commodity which it contnouted to produce. 

All the implements necessary to kill the beaver and deer 
might belong to one class of men, and the labour employed in 

• ", ... ltA 0/ N4Iitms, book L chap. 10. 
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their destruction might be furnish~ by another class. still, 
their comparative prices would be in proportion to the actual 
labour bestowed, both on the fo~tion of the capital and on 
the destn.\ction of the anima.l3. Under different circumstances 
of plenty or scarcity of capital, a$ compared with labour, under 
different circumstances of plenty or scarcity of the food and 
necessaries essential to the support of men, those who furnished 
an equal value of capital for either one employment or for the 
other might have a half, a fourth, or an eighth of the produce 
obtained, the remainder being paid as wages'to those who 
furnished the labour; yet thia division could not affect the 
relative value of these commodities, since whether the profits'­
of capital were greater or less, whether they were So, 'zo, or 
10 per cent., or whether the wages of labour were high or low, 
they would operate equally on both employments. 

If we $uppose the occupations of the society extended, that 
some provide canoes and tackle necessary for fishing, others 
the seed and rude machinery first used in agriculture, still the 
same principle would hold true, that the exchangeable value of 
the commodities produced would be in proportion to the labour 
bestowed on their production; not on their immediate produc­
tion only, b\lt on all those implements or machines required to 
give effect to the particular labour to which they were applied. 

If we look to a litate of society in which greater improvements 
have been made, and in which arts and commerce flourish, we 
shall still find that commodities vary in value col1formably 
with this principle: in estimating the exchangeable value of 
stockings, for example, we shall find that their value, com­
paratively with other things, depends on the total quantity of 
labour necessary to manufacture them and bring them to 
market. first, there is the labour necessary to tultivate the 
land on which the raw cotton u. grown; secondly, the labour 
of conveying the cotton to the country where the Jtockinga are 
to be manufactured, which includes a portion of the labour 
bestowed in building the ship in which it is conveyed, and 
which is chargec:t in the freight of the goods; thirdly, the /abour 
of the spinner and weaver; l()urthly. a portion of the /abour 
of th~:~eer, smith, and carpenter, who erected the buildings. 
and mery, by the help of which they are made; fifthly, 
the labour of the retail dealer, and of many others, whom it ill 
unnecessary further to particularise. The aggregate sum of 
these various kinds of labour determines the quantity of other 
things for which these 5tockingS win exchange, while the same 



On Value 
:lII~idt;ratioB of tba \'arious Quantities of labour .tUeh haw 
leCll bestowed 011 those other lbings .. ill equally gOV8l"B the 
portion of theDl wbkh will 1>e given for tho /itOCkings. 

To convince ourselva. ~ thie is the real foundatioa of 
exchangeable value, let .... :':JOie any improvement to be 
~ade in the mean& of abridl;JII{tlabour i1\ anyone of the various 
processes througb whiclt. the raw cottoa must pas8 befote the 
manufactured $todings come to the market to be achangt!<! 
for other things, and observe the d'fects which will foUow. If 
(cwer men were required to cultivate the raw cotton, or if fewer 
IailOf$ were employed in navigating, or shipwrights in eonstnlct­
ing the ship, in which it was conveyed to' Ii ;8 fewer bands 
",ere employed in raiiing the buildings and ... · ry, or if 
these, whea raised, were rendered JIlOI'1I etlicient, ..... stockings 
.. ould inl!vitably f;Ul in value, and c;oppequently command less 
of Dther thinga. They ~uld flI.1J, becauie a less quantity of 
labolu WI'S necessary to their production, and would therefore 
exchange for a $maller quantity of thOiC.UUng$ in whlc1l DO IIUCh 
libridgment of labour bad beeu made. 

Economy in the \IH of labour never fails 10 reduce the relative 
vlUue of a commodity, wbether the aavm, be in the labour 
neceswy to the l1UIlIuIacturc of the ~modity itself, or in 
that necessary to the formation of tile capital by the aid of 
which it is produced. III either case the price of ltockings 
would WI, "'hether thent were fewer men employed 118 bleachU$, 
spinners, and ~ven. ~ immediat~y. necessary to their 
manufacture; or as wlof$, carriers, engineers, IUld smiths, 
persona more iPdirectly concerned. lD the one c:II$e. the whole 
taving of labour would fall on tile stockings, beeause that. 
PQrtion of labour was wholly confined lO the stockings; in the 
other, a ponien only would fall on the stockings, the remainder 
being applied to ..u those other c:ommodibe$, to the production 
of whi<:4 the buildings, machinery, and c;arriage were su&ervient. 

Suppose that, in ~e ~y Il~aea of SOCIety, the bon and 
&rro\\1i of the hunter were of eq~ ~ue, IUld 01 eq~ dura· 
bility, with the eanoe and implements 01 the fisb«m&ft, ooth 
being the prQdyq: of the same qWU1tity of labow. Undcir such 
circumst4nCes the value of the deer, the produce of the hunter's 
day'lilabolu. would be exactly equal to the value of the fish, the 
produ~ of the fishenn&ll's day's labour. The comparative 
value of tile P6h and the game would be entirely ~ted by 
the quantity 01 labour reWsed in each, wbatever might be the 
quantity ~ production or however high or 10-~ wages 
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or profits might be. If, for example, the canoes and implements 
of the fisherman were of the value of [Ioo, and were calculated 
to last for ten years, and he employed ten men, whose annual 
labour 'cost boo, and who in one day obtained by their labour 
twenty salmon: If the weapons employed by the hunter were 
also of boo value, and calculated to last ten years, and if he 
also employed ten men, whose annual labour cost £100, and 
who in one day procured him ten deer; then the natural price 
of a deer would be two salmon, whether the proportion of the 
whole produce bestowed on the men who obtained it were 
large or small. The proportion which might be paid for wages 
is of the utmost importance in the question of profits; for it 
must at once be seen that profits would be high or lolt exactly 
in proportion as wages were low or high; but it could not in the 
least affect the relative value of fish and game, as wagea would 
be high or low at the same time in both occupations. If t..'le 
hunter urged the plea of his paying a large proportion, or the 
value of a large proportion of his game for wages, as an induce­
ment to the fisherman to give him more fish in exchange for bis 
game, the latter would state that he was equally affected by the 
same cause j and therefore, under all variations of wages and 
profits, under all the effects of accumulation of capital, as long 
as they continued by a day's labour to obtain respectively the 
same quantity of fish and the same quantity of game, the 
natural rate of exchange would be one deer for two salmon. 

If with the same quantity of labour a less quantity of fish or 
a greater quantity of game were obtained, the value of fish 
would rise in comparison with that of game. If, on the contrary, 
with the same quantity of labour a less quantity of game or a 
greater quantity of fish was obtained, game would rise in 
comparison with fish. 

If there were any other-commodity which· was invariable in its 
value, we should be able to ascertain, by comparing the value of 
fish and game with this commodity, how much of the variation 
was to be attributed to it. cause which affected the value of fish, 
and how much to a cause which affected the value of game. 

Suppose money to be that commodity. If a salmon ·were 
worth £t and a deer £2, one deer would be worth two salm~>n. 
But a deer might become of the value of three salmon, for more 
labour might be required to obtain the deer, or less to get the 
salmon, or both these causes might operate at the same time. 
If we bad this invariable standard, we might easily ascertain 
in what rlrgree either of these causes operated. If salmon· 
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continued to sell (or £1 whilst deer rose to £3, we might concludt 
that more labour was required to obtain the deer. If deer 
continued at the same price of £: and salmon sold for IJS. 4il., 
we might then be sure that less labour was required to obtain 
thesalmoni and if deer rose to £: lOS. and salmon fell to I6s. 811." 
we should be convinced that both causes had operated in 
producing the alteration of the relative value of these com­
modities. 

No alteration in the wages of labour could produce any 
alteration in the relative value of these commodities; for supposw 
them to rise, no greater quantity of labour would be required 
in any of these occupations but it would be paid for at a higher 
price, and the same reasons which should make the hunter and 
fisherman endeavour to raise the value of their game and fish 
would cause, the owne! of the mine to raise the value of his gold. 
This inducement acting with the same force on all these three 
occupations, and the relative situation of those engaged in them 
being the same before and after the rise of wages, the relative 
value of game, fish, and gold would continue unaltered. Wages 
might rise twenty per cent., and profits consequently fall in a 
greatet or less proportion, without occasioning tha least altera­
tion in the rel3tive value of these commodities., 

Now suppose that, with the same labour and fixed capital, 
more fish could be produced, but no more gold or game, the 
relative value of fish would fall in comparison with gold or game. 
If, instead of twenty salmon, twenty-five were the produce of 
one day's labour, the price of a salmon would be sixteen shillings 
instead of a pound, and two salmon and II. half, instead of two 
salmon, would be given in exchange for one deer, but the price 
of dr.er would continue at £:z as before. In the same manner. 
jf fewer fish could be obta;ned with the same capital and labour, 
fish would rise in comparative value. Fish then would rise or fall 
in exchangeable value, only because more or less labour was 
requirfii to obtain a given quantity; and it never could rise 
or fall beyond the proportiOD of the increased or diminished 
quantity of labour required. 

If we had then an invariable standard, by which we could 
measure the variation in other commodities, we should find 
that the utmost limit to which they could permanently rise, if 
produced under the circumstances supposed, was proportioned 
to the additional quantity of labour required for their pro­
duction; and that unless more labour were required for their 
production they could not rise in any degree whatever. A rise 

B5'J't 
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tl wages would not raise them in money value, ~or relatively 
~o any other commodities, the production of which requirecl 
no additional quantity of labour, which employed the same 
proportion of fixed and circulating capital, and fixed capital 
of th~ same durability. If more or less labour were required 
in the production of the other commodity, we ha1lle already 
;tited that this will immediately occasion an alteration in its 
relative value, but such alteration is owing to the altered 
quantity of requisite labour, and not to the rise of wages. 

SECTION IV 

The principle that the quantity of labour bestowed on t~ produdiOll of 
commodities regulates their relative value considerably modifuod br 
the employment of machinery and other bed and durable capital 

IN the former section we have supposed the implements and 
weapons necessary to kill the deer and salmon to be equally 
durable, and to be the result of the same quantity of labour, and 
've have seen that the variations in: the relative value of deer 
md salmon depended solely on the varying quantities of labour 
lecessary to obtain them, but in every state of society, the 
:ools, implements, buildings, and machinery employed in 
jifferent trades may be of various degrees of durability, and 
may require different portions of labour to produce them. 
The proportions, too, in which the capital that is to support 
labour, and the capital that is invested in tools, machmery, 
and buildings, may be variously combined. This difference 
in the degree of durability of fixed capital, and this variety in 
the proportions in which the two sorts of capital may be com­
bined, introduce another cause, besides the greater or less 
quantity of labour necessary to produce commodities, (or the 
variations in their relative value-this cause is the rise or fall 
in the value of labour. 

The food and clothing consumed by -the labourer, the buildings 
in which he works, the implements with which his labour is 
assisted, are all of a perishable nature. There is, however, 
a vast difference in the time for which these different capitals 
will endure: a steam-engine will last longer than a ihip, a ship 
than the clothing of the labourer, and the clothing of the 
labourer longer than the food which he consumes, I 

, According as capital is rapidly perishable, and requires to be -
trequently reproduced, or is of slow consumption. it is classed-
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~
Wages would not raise them in money value, :jlOf rel",i;\vely 

o any other commodities, the production of which requirecl 
no additional quantity of labour, which employed the same 
proportion of fixed and circulating capital, and fixed capital 
of th~ same durability. If more or less labour were required 
in the production of the other commodity, we 'ha~ already 
stated that this will immediately occasion an alteration in its 
relative value, but such alteration IS owing to the altered 
quantity of requisite labour, and not to the rise of wages. 

SECTION IV 

The principle tbat the quantity of labour bestowed on the production of 
commoditl.s regulates their relative va1.llli.considerably modified by 
the employment of machinery and oth~d and durable capital 

IN the former section we have supposed the implements and 
weapons necessary to kill the deer and salmon to be equally 
durable, and to be the result of t~ \/ilJIle quantity of labour, and 
we have seen that the variation~1fi' the relative value of deer 
and salmon depended solely on me 'varying quantities of labour 
necessary to obtain them, but in eveq state of society, the 
tools, implements, buildings, and machinery employed in 
different trades may be of various degrees of durability, and 
may require different portions of labour to produce them. 

, The proportions, t~, in whic~ t~e capi~ that is to support 
i labour, and the capital that IS mvested Ul tools, machmery, 
i and buildings, may be variously combined. This difference 
'I in the degree of durability of fixed capital, and this variety in 

the propqrtions in which the two sorts of capital may be com­
bined, introduce another cause, besides the greater or less 
q~antity of labour necessary to produce commodities, for the 
variations in their rel~tive value-this cause is the rise or fall 
in the value of labour. 

The food and clothing consumed by the labourer, the buildings 
in which he works, the implements with which his labour is 
assisted, arc all of a perishable nature. There is, however, 
a vast difference in the time for which these different capitals 
will end'ure: a steam-engine will last longer than.a ship, a ship 
than the clothing of the labourer, and the clothing of the 
labourer longer than the food which he consumes. 
, According as capital is rapidly perishable, and requires to bo 
trequently reproduced, or is of slow consumption, it is classed 
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'~e. 

under the. h:ads of circula,. ag Olin p~iol1 to the I.}l$:,tity 
.whose buIldmgs ana 'll~::hmery ., Will Pf.)t he as two 'OO'~, 
said to employ a large PI;'~ion of at,e, klr thesrea.ter !cngih'lA. 
a shoemaker, whose capltallB ch:~/~--,.1_.~h,":fflU\'ll.e brQug'bt 
of wages,. which are exp~d.ed on food an~ cloth~ng, ~; , , 
more penshable than bUlldm{5s and ~achm:ry, IS .s~I~fX annum 
a l?rge proportion of his capItal as circul~tmg C!1Plta'("li'tll,were 

It is also to be observed that the C1rculatmg III as Of t.be 
circulate, or be returned '00 its employer, in very uni'he set!ond 
Th~ wheat bought by a farmer to sow is comparatlpi(~y £500;:, 
capItal to the wheat purchased by a bak~r '. mak~ sen theIr 
One leaves it in the ground and can obtam no., lltUJ, to be on a 
the other can get it ground into fiour, sell It as k the ~U/l.1 
customers, and have his capital free to renew All1st obtain 
commence any other employu.ent in a week, ~t> they flavc: 

Two trades then may employ the same amot' , sell 
but it may be very differently divided with • 1$e 
portion which is £Xe? and th.';\t which is circulat,ction ~ t;beiT 

In one trade very httle cap~tal may be emploY~it1er in,'ftlt>e 
capital, that is to say, in tho support of la} .w.! '(tf accumu­
principally invested in machinery, implements'The cloth, IUid 
capital of a comparatively fixed and durabll are tM produce 
another trade the same am~lUnt of capital ~t;ffixiadcapitali 
it may be chiefiy employed m the support ?f~jeil, beca~e 
little may be invested in implements, ma~I)f;;d ... l' diffetml, 
A rise in the wages of la., Qur cl)I1not fail t ' . 
commodities produced . , ' R rise in !he 

Again, two manufactu • the relatIve " .... Jell of doth 
of fixed and the same change1 for what affects c~e 
durability of their fixed . ~~~mstances supprJsed: 
may have steam-engines ':t ",ad barley unuergry 
ships of the same value. nder the same circum-

1£ men employed no m capital are concerned; 
and were all the same J ;.~ "I) ""~ton "oods, must 
commodities to market, ' '" 
wOl)}d be precisely in . l-Jout a fall at' 
employed. "Jler aad the 

If they employed fix <II latter the 
same du~bility, then, ~* eJOth 'OfJ»'l.o.:<m goods be 
duced would he the s 'eiocl ~ :. ,. j;t¥le larger the, 
or less quantity of labo :tIl~ges$" for tt:e latter. 

1 A division not essenti . ia; M pi, ~,prof,ts fall ~ 
".. accurately drawu., 'cot a.ddin$'~$Q to the common ~,~ 



On Value 21 

they will be valuable, not exactly in proportion to the quantity 
of labour bestowed on them-they will not be as two to one, 
but something more, to compensate for the greater length of 
time which must elapse before the most valuable can be brought 
to market. 

Suppose..tbat for the labour of each workman £50 per annum 
were paid, or that £5000 capital were employed and profits were 
JO per cent., the value of each of the machines as well as of the 
corn, an.he end of the first year, would be £5500. The second 
year the manufacturers and farmers will again employ £5000 
each in the support of labour, and will therefore agam sell their 
goods for £SSoo j but the men using the machines, to be on a 
par with the farmer, must not only obtain £5So" for the equal 
capitals of £5000 employed on labour, but they must obtain 
a further sum of £550 for the profit on £5500, which they have 
invested in machinery, and consequently their goods must sell 
for £6050. Here, then, are capitalists employing precisely the 
same quantity of labour annually on the pmduction of their 
commodities, and yet the goods they produce differ in value 
on account of the different quantities of fixed capital, or accumu­
lated labour, employed by each respectively. The cloth and 
cotton goods are of the same value, because they are the produce 
of equal quantities of labour and equal quantities of fixed capital j 
but com IS not of the same value as these commodities, because 
it is produced, as far as regards fixed capital, under differen.. 
circumstances. \ 

But how will their relative value be affected by a rise in the 
value of labour? It is evident that the relative values of cloth 
and cotton goods will undergo no change, for what affects one 
must equally affect the other under the circumstances supposed; 
neither will the relative values of wheat and barley undergo 
any change, for they are produced under the same circum­
stances as far as fixed and circulating capital are concerned j 
but the relative value of com to cloth, or to cotton goods, must 
be altered by a rise of labour. 

There can be no rise in the value of labour without a fall of 
profits. If the corn is to be divided between the farmer and the 
I"bourer, the larger the proportion that is given to the latter the 
less will remain for the former. So, if cloth or cotton goods be 
divided between the workman and his employer, the larger the 
proportion given to the former the less remains for the latter. 
Suppose. then, that owing to a rise of wages, profits fall {rum 
10 to 9 per cent., instead of addiug £550 to the common price 
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of thP.it goods (to £5500) for the profits on their fixed capital, 
the manufacturers would add only 9 per cent. on that sum, or 
£495. consequently the price would be £5995 instead of £6050. 
As the com would continue to sell for £5500 the manufactured 
goods in which more fixed capital was employed would fall 
relatively to com or to any other goods in which a less portion 
of fixed capital entered; The degree of alteration in the relative 
wIne of goods, on account of a rise or faU of labour, would 
depend on the proportion which. the fixed ca~ital bore to the 
whole capital emplO¥ed. All commodities whIch are produced 
by very valuable machinery, or in very valuable buildings, or 
which require a great length of time before they can be brought 
to market, would fall in relative value. while all those 'which 
were chiefly produced by labour, or which would be speedily 
brought to market, would rise in relative value. 

The reader, however, should remark that this cause of the 
variation of commodities" is comparatively slight in its effects. 
With such a rise of wages as should occasion a fall of t per cent. 
in profits, goods produced under the circumstances I have sup­
posed vary in relative value only I pet cent.; they fall with 50 

great a fall of profits trom £6050 to £5995" The ~test effects 
which could be produced on the relative prices of these goods 
from a rise of wages could not exceed 6 or 1 per cent.; for 
profits could not, probably, under any' circumstances, admit 
of a greater general and permanent depression than to that 
amount. 

Not so with the other great cause of the nriation in the value 
of eommodities, Ilamely, the increase or diminution in the 
quantity of labour necessary to produce them. If to produce 
the com, eighty, instead of one hundred men, should be required, 
the value of the com would fall 1:0 per cent., or from £5500 to 
£«00. If to produce the cloth, the labour of eighty instead 
of one hundred men would suffice, cloth would fall from £60so 
to £4950' An alteration in the permanent rate of profits, to 
any great amount, is the effect of causes which do not operate 
but in the course of years, whereas alterations in the quantity 
of labour necessary to produce commodities are of daily occur­
rence, Every improvement in machinery, in tools, in buildmg" 
in raising the raw bULtetial, 5aV\!S labour, and enllbles us to 
produce the commodity to "bich the improvement is applied 
with more facility, and consequently its value alters. In 
estimating, then, the causes of the variations in the value of 
commodities, although it would be wrong wholly to omit the 
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consideration of the effect produced by .. rise or fall of labour, 
it would be equally incorrect to attach much importance to it; 
and consequently, in the 9\, 1 ,sequent part of this work, though 
I shall occasionally refer to this cause of variation, I shall con­
sider all the great variations which take place in the relative 
value of commodities to be produced by the greater or less 
quantity of labour which may be required from time to time to 
produce them. ' 

It is hardly necessary to say that commodities which have 
the same quantity of labour bestowed on their production will 
differ in exchangeable value if they cannot be brought to 
market in the same time. 

Suppose I employ twenty men at an expense of £tooo for 
a year in the production of a commodity, and at the end of the 
year I employ twenty men again for another year, at a further 
expense of £1000 in finishing or perfecting the same commodity, 
and tha.t I bring it to market at the end of two years, if profits 
be 10 per cent., my commodity must sell for £2310; for I have 
employed £1000 capital for one year, and f.2IOO capital for 
one year more. Another man employs precisely the same 
quantity of labour, but he employs It all in the first year; he 
employs forty men at an expense of £2000, and at the end of 
the first year he sells it with 10 per cent. profit, or for £uoo. 
Uere, then, are two commodities having precisely the same 
quantity of labour bestowed on them, one of which sells for 
£23lo-the other for £uoo. ' 

This use appeanl to differ from the last, but is, in fact, the 
&arne. In both cases the superior price of one commodity is 
owing to the greater length of time which must elapse before it 
~ be brought to market. In the fonner case the machinery 
and cloth were more than double the value of the com, although 
only double the quantity of labour was bestowed on them. In 
the second case, one commodity is more valuable than the other,. 
although no more labour was employed on its production. The 
difference in value arises in both cases from the profits being 
accumulated as capital, and is only a just compensation for the 
time that the profits were withheld. 

It appears, then, that the division of capital into different 
proporttons of fix,ed and circulating capital, employed in different 
trades, introduces a considerable modification to the rule, which 
is of universal 'application when labour is almost exclusively 
employed in production; namely, that commodities never vary 
in value unless a greater or le<;s qlOantity of labour be bestowed 
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on their production, it being shown in this section that, without 
any variation in the quantity of labour, the rise of its value 
merely will occasion a fall in the exchangeable value of those 
goods in the production of which fixed capital is employed; the 
larger the amount of fixed capital, the greater will be the fall. 

SECTION V 

The principle that value does not vary with the rise or fall of wages 
modified also by the unequal durability of capital, and by the UDequ.;J 
rapidity with which it is returned to its employer 

IN the last section we have supposed that, of two equal capitals, 
in two different occupations, the proportions of fixed and circu­
lating capitals were unequal; now let us suppose them to be in 
the same proportion, but of unequal durability. In proportion 
as fixed capital is less durable it approaches to the nature of 
circulating capital. It will be consumed and its value repro­
duced in a shorter time, in order to preserve the capital of the 
manufacturer. We have just seen that in proportion as fixed 
capital preponderates in a manufacture, when wa~es rise the 
value of commodities produced in that manufacture 15 relatively 
lower than that of commodities produced in manufactures where 
circulating capital pre{londerates. In proportion to the less 
durability of fixed capital, and its approach to the nature of 
circulating capital, the same effect will be produced by the 
same cause. 

n fixed capital be not of a durable nature it will require a 
great quantity of labour annually to keep it in its original state 
of efficiency; but the labour so bestowed may be considered 
as really expended on the commodity manufactured, which 
must bear, a value in proportion to such labour. If I had a 
machine worth f:lO,oOO which with very little labour was 
efficient to the production of commodities, and if the wear and 
tear of such machine were of trifling amount, and the general 
rate of profit 10 per cent., I should not require much more thtn 
£2000 to be added to the price of the goods, on account of the 
employment of my machine; but if the wear and tear of the 
machine were great, if the quantity of labour requisite to keep 
It in an efficient state were that of fifty men annually, I should 
require an-additional price for my goods equal to that which 
would be obtained by any other manufacturer who employed 
fifty men in the production of other goods, and who used no 

. madunerv at all. -
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But a rise in the wages of labour would n(1I: equally affect 

commodities produced with machinery quickly consumed, and 
commodities produced with machiI\ery slowly consumed. In 
the production of the one, a great deal of labour would be 
contmually transferred to the commodity produced-in the 
other very little would be so transferred. Every rise of wages, 
therefore, or, which is the same thing, every fall of profits, 
would lower the relative value of those comlTlodities which 
were produced with a capital of a durable nature, and would 
proportionally elevate those which were produced with capital 
more perishable. A fall of wages would have precisely the 
contrary effect. 

I have already said that fixed capital is of various degrees of 
durability-suppose now a machine which could in any par­
ticular trade be employed to do the work of one hundred men 
for a year, and that it would last only for one year. Suppose, 
too, the machine to cost £5000, and the wages annually paid 
to one hundred men to 'be £5000, it is evident that it would b" 
a matter of indifferl;nce to the manufacturer whether he bou~ht 
the machine or employed the men. But suppose labour to nse, 
and consequently the wages of one bundred men for a year to 
amount to £5500, it is obvious that the manufacturer would 
now no longer hesitate, it would be for his interest to buy the 
machine and $Ct his work done for £5000. But will not the 
machine rise U1 price, will not that also be worth £5500 in 
consequence of the rise of labour? It would rise in price if 
there were no stock employed on its construction, and no profits 
to be paid to the maker of it. If, for example, the machine 
were the produce of the labour of one hundred men, working 
one year upon it with. wages of £50 each, and its price were 
consequently £5000; should those wages rise to £55, its price 
would be £5500, but 1Ihis cannot be the case; less than one 
hundred men are employed or it could not be sold for £5000, 
{or out of the £sooo must be paid the profits .of stock which 
employed the men. Suppose then that only eighty:'five men 
were employed at an expense of £50 each, or £4250 per annUIn, 
and that the £750 which the sale of the machine 'Yould produce 
over and above the wages advanced to the m~ constituted 
the profits of the engineer's stock. 'When w~es rose 10 per 
cent., he would be obliged to employ an additJOnRl s:apital of 
£425. and would tht.refore employ £4675 instead of £4250, on 
which capital he would only ge,t"a ~fit of l325 if he continued. 
to sell h~ machine for !sooo;' but ibis is precisely the case. of 
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all manufacture::s and capitalists; the rise of wages affects them 
all. If therefore the maker of the machine should raise the 
price of it in consequence of a rise of wages, an unusual quantity 
of capital would be employed in the construction of fuch 
machines, till their price afforded only the common rate of 
profits.1 We see then that machines would not rise in price 
in consequence of a rise of wages. 

The manUfacturer, however, who in a general rise of W8.RCS 
can. have recourse to a machine which shall not increase the 
charge of production on his commodity, would enjoy peculiar 
advantages if he could continue to charge the same price for 
his goods; but he, as we have ,already seen, ~ould be obliged 
to lower the price of his commodities, or capital would flow to 
his ~ade till his profits had sunk to the general level. Thus then 
is the public benefited by machinery: these mute agents are 
always the produce of much less labour than that which they 
displace, even when they are of the same money value. Through 
their influence an increase in the price of provisions which raises 
wages will affect fewer persons; it will reach, as in. the above 
instance, eighty-five men instead of a hundred, ';1d the saving 
which is the consequence shows itself in the l' ).uced price of 
the commodity manufactured. Neither machines, nor the 
commodities made by them, tise in real value, but all com­
modities made by machines fall, and fall in proportion to their 
durability. 

It will be seen then, that in the early stages of society, before 
much machinery or durable capital is used, the commodities 
produced by equal capitals will be nearly of equal \Talut, and 
will rise or fall only relatively to each other on account of more 
or.less labour being required for their production; but after 
the introduction of these expensive and durable instruments. 
the commodities produced by the employment of equal capitals 
will be of very unequal value, and although they will still be 
liable to rise or fall relatively to each other, as more or Jess 
labour becomes necessary to their production, they will be 
subject to an~ther, though a minor variation, also from the rise 

l We bere see why it hi that old COUDtries 811! constantly impelled to 
employ machinery, and new couatries l<) employ IabolK. Witb every 
dIfficulty of providing foe the mainteoancP of men, labour neces&arily rises. 
and with flVery rise in the price of labour, new temptations are ofJered to 
the use of machinery. This difficulty 01 providing f« the maintenance of 
men ts ia COD6tant operatioa ill old countries; in DeW onea a very great 
inaease in the fO'puiatioD may take place witbout the least riM in the 
W3gt!S of I"bour. It may be as easy to provide foe the .. ventb, eighth, and 
ainth miJijca of m.eIl as f« tile seooad, tbied, and fourth. 
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or fall of wages and profits. Since goods which sell for £5000 
may be the produce of a capital equal in amount to that from 
which are produced other goods which sell for £10,000, the 
profits on their manufacture will be the same; but those profits 
would be unequal if the prices of the goods did not vary with 
a rise or fall in the rate of profits. 

It appears, too, that in proportion to the durability of capital 
employed in any kind of production the relative prices of those 
commodities 01\ which such durable capital is employed will 
vary inversely as wages; they will fall as wages rise, and rise 
as wages fall; and, on the contrary, those which are produced 
chieHy by labour with less fixed tapital, or with fixed capital 
of a less durable character than the medium in which price is 
estimated, will rise as wages rise, Il.Ild fall as wages fall. 

SECTION VI 
On an IIlvariable measure of value 

WURN rommodities varied in relative value it would be desir­
able to have the means of ascertaining which of them fell and 
which rose in real value, and this could be eflected only by 
comparing them one after another with some invariable standard 
measure of value, which should itself be subject to none of the 
fluctuations to which other commodities are exposed. Of such 
a measure it is impossible to be possessed, because there is no 
commodity which is not itself exposed to the same variations 
as the things the value of which is to be ascertained; that is, 
tl :Ie is none which is not subject to require more or less labour 
fa . its production. But If this cause of variation in the va.lu~ 
of a medium could be removed-if it were possible that in th,e 
productiGn of our money, for instance, the same quantity/of 
labour should at all times be required, still it would not .be a 
perfect standard or invariable measure of value, because,' as I 
havll already endeavoured to explain, it would be subject to 
relative variations from a rise or fall of wages, on account of 
the different proportions of fixed capital which might be neces­
sary to produce it, and to produce those other oommodities 
whose alteration of value we wished to ascertain. It might be 
subject to variations, too, from the same cause on account of 
the different degrees of durability of the fixet' capital employed 
on it, and the commodities to be compared ,.ith it-or the time 
neces!l1l.ry to bring the one to market might be longer or shorter 
than the time. necessary to bring the ~ eo:::''!lodities to 
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market, the variations of which were to be determined; all 
which circumstances disqualify any commodity that can be 
thought of from being a perfectly accurate measure of value. 

If, for example, we were to fix on gold as a standard, it is 
evident that it is but a commodity obtained under the same 
contingencies as every other commodity, and requiring labour 
and fixed capital to produce it. Like every other commodity, 
improvements in the saving of labour might be applied to its 
production, and consequently it might fall in relative value 
to other things merely on account of the greater facility of 
producing it. . 

If we suppose this cause of variation to be removed, and the 
same quantity of labour to be always required to obtain the 
same quantity of gold, still gold would not be a perfect measure 
of value" by which we could accurately ascertain the variations 
in all other things, because it would not be produced with pre­
cisely the same combinations of fixed and circulating capital as 
all other things; nor with fixed capital of the same durability; . 
nor would it require precisely the same length of time before 
it could be brought to market. It would be a perfect measure 
of value for all things produced under the same circumstances 
precisely as itself, but for no others. If, for example, it were 
produced under the same circumstances as we have supposed 
necessary to produce cloth and cotton goods, it would be Ii 
perfect measure of value for those things, but not so for com, 
for coals, and other commodi.ties prOl!uced with either a less or 
a greater proportion of fixed capital, because, as we have shown, 
every alteration in the permanent rate of profits would have 
_some effect on the relative value of all these goods, independently 
~f any alteration in the quantity of labour employed on their 
prnduction. If gold were produced under the same circum­
staf\ces as corn, ,even if they never changed, it would not, for 
the S!Ulle reasons, be at all times a perfect measure of the value 
of cloth and cotton goods. Neither gold, then, nor ATJY other 
commocity, can ever be a perfect measure 'Of value for all things; 
but I bhve already remarked that the effect on the relative 
prices of t?ings, from a variation in profits, is comparatively 

. slight; that by far the most important effects are produced by 
the varying qlantities of labour required for production; and 
therefore, if wt. suppose this important cause of variatioQ 
removed from tht production of gold, we shan probably possess 
as near an approxmation to a standard measure of value as 
can be theoreticall}\onceived. Alay not gold be considered a\ 
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commodity produced with such proportions of the two kinds 

I capital as approacb nearest to the average quantity employed 
\ the production.of most commodities? May not these pro­
.ortions be so nearly equally distant from the two extremes, 
he one where little fixed capital is used, the other where 
ittle labour is employed, as to {arm a just mean between 
hem? . 

If, then, I may suppose myseU to be possessed of a standm 
iO nearly approru:hing to an invariable one, the advantage is 
.hat 1 shall be enabled to speak of the variations of other things 
Nithout embarrassing myself on every occasion with the con­
;ideration of the possible alteration in the value of the medium 
in which price and value are estimated. 

To facilitate, then, the object of this inquiry, although 1 
(ully allow that money mad'l of gold is subject to most of the 
vanations of other things, I .shall suppose it to be invariable, 
and therefore all alterations in price to be occasi9ned by some 
alteration in the value of the commodity of which 1 may be 
speaking. 

Before I quit this subject; it may be proper to observe that 
,Adam Smith, and all the writers who have followed him, have, 

, ;Without one exception that I know of, maintained that a rise 
I in the price of labour would be uniformly followed by a rise in 

r
e price of all commodities. 1 hope 1 have succeeded in show­

ing that there are no grounds for such an opinion, and that 
nly those commodities would rise which had les!! fixed capital 
mployed upon them than the medium in which price was 

estimated, and that all those which had more would positively 
fall in price when wnges rose. On the contrary, if wages fell. . 
those commodities only would fall which had a I~ss proportion!"­

: pf fixed capital employed on them than the medium in whiciii 
• hrice was estimated; all those which had more would positiVlthc 
~ lise in price. • I.S of 
! It is necessary for me also to remark that I have Dotil. ivr 

~
ecause one commodity has so much labour bestowed rtiell h.l.d 
s will cost booo, and another so much as will cOIle forme: 
lat therefore one would be of the value of {.looo, anmd q\lO.\rttts 

, the value of £2000; but I have said that their v 
f each other as two to one, and that in those pro.! 
: ill be exchanged. It is of no importance to V Z 5 
octrine whether one of these commodities sel'. :s 
i'~e other for ['HOO, or one for £tsoo and tl> . 50 
Ito that question I do not at present in!' 
\ 
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that their relative values will be governed by the relativt' 
quantities of labour bestowed on their production.1 

SECTION VII 

Different effects from the alteration in the value of money, the medium Iri 
which PRICE is always expressed, or from the alteraIJon in the valu~ 
of the commodities which money purchases , 

ALTHOUGH I shall, a!; I have already explained, have occasio~ 
to consider money as invariable in value, for the purpose 01 
more distinctly pointing out the causes of relative variationll in 
the value of oth6l-" things, it may be useful to notice the different 
effects which wilt follow from the prices of goods being altered 
by the causes ~ which I have already adverted, namely, the 
different quantitles of. labour required to produce them, and their 
being altered by:,a variation in the value of money itself. 

Money being a variable commodity, the rise of money-wages 
will be frequently occasioned by a fall in the value of monfY. 
A rise of wages from this cause will, indeed, be invariably 
accompanied by a rise in the price of commodities; but in such 
cases it will be found that labour and all commodities have not 
varied in regard to each other, and that the variation has been 
confined to money. 

Money, from its being a commodity obtained from a foreign' 
country, from its being the general medium of exchange between 
all civilised countries, and from its being also distributed among 
those countries in proportions which are ever changing with 
every improvement In commerce and machinery, and with ever] 
increasing difficulty of obtaining food and necessaries for an 

~incr~ing pop~tion, is .subject to incessant variations. In, 
}~tmg the pnnclples whic~ ~egu~te exChangeable val~e ~rut 
. .1~e, we should carefully disb!lgul.sh between those va~latlon~ 
r.' ," ch belong to the commodity Itself, and those which arJ 
~~;~ l.,;),~oned by ~ variation in the medium in which value i4 
d_' • ,'ted or pm~ expressed. • 
~ ~.,~!.'~-,':~'llthUS remarks OQ this doctrine., .. We have the power~. ~ 
- . _ , '·to call the labour which has been employed upon a 
'-,'.l • "'\'(o\but In so doing 1041 Ulle words in a dllf~nt sense from t 

"<{" "t \'. ,are customarily used; we confound at once the very in 
· " . ; ,. • I -. Ilion between cost and oalue: and render it almost impossib~ 

, ., ". .' . 'dearness the main stimulus to the pro<iuctioa of wealtf 
t f1 ~ V ~ :.~ ~- \, tt.:....r .... Js upon this distinction." . 
• ', .. ' , :', : '. ,~ '" ".ar!! to think that It is a part of II;lY doctrine that tJ' 
. ii' ,. L 'hmg should be the same; it is, if he means by CO!! 

leP '. ~ .... 1.. .. N' including profits. In the above passage, this t 
. v .. -).{ .. " ,\Pf-·-r,,\ \ and thereiore he has DOC clearly unde 'toad me. 

• ",,~ .... t·'~I .... \:'_.\1.~\. 



On Value 
\A ri:Je in wages, from an alteration in the value of Vloney, 
Joduces a general effect on price, and for that reason it pro­
luces no real effect whatever on profits. On the contrary, a 
~ise of wages, from the cir~mstance of the labourer beir-g more 
'iberally rewarded, or from a difficulty of procuring the neC85-
I;aries on which wages are expended, does not, except in some 
I nstances, produce the effect of raising price, but has a great 
:!fiect in lowering profits. In the one case, no greater proportion 
of the annual labour of the country is devoted to the support of 
Ithe labourers; in the other case, a larger portion is so devoted. 
. It is according to the division of the whole produce of the land 
of any particular farm, between the th~e clas~es, of landlord, 
capitalist, and labourer, that we are to judge of the tise or fall 
of rent, profit, and wages, and not according to the value at 
which that produce may be estimated in a medium which is 
confessedly variable. 

It is not by the absolute quantity of produce obtained by 
either class that we can correctly judge of the rate of profit, 
"ent, and wages, but by the quantity of labour required to 
'>btain that produce. By improvements in machinery and 
.griculture the whole produce may be doubled; but if wages, 

rent, and profit be also doubled, these three will bear the same 
proportions to one another as before, and neither could be said 
to have relatively varied. But if wages partook not of the whole 
of this increase; if they, instead of being doubled, were only 
increased one-half; if rent, instead of being doubled, were only 
increased three-fourths, and the remaining increase went to 
I~rofit, it would, I apprehend, be correct for me to SAy that 
)~ent and wages had fallen while profits had riseni for if we had 
}\n invariable standard by which to measure the value of this 
I)roduce we should find that a less value had fallen to the 
.:lass of labourers" and landlords, and a greater to the class of 

l-.apitalists, than had been given before. We might find, for 
'" 'mple, that though the absolute quantity of commodities had 
~ .en doubled, they were the produce of precisely the former 
f,uantity of labour. Of every hundred hats, coats, and quarters 
bf corn produced, if . 
y' 

The labourers had before 
The landlords. • 
And the capitalists " • 

• ·S 
• " 2S 

So 
:-
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And if, after these commodities were double the quantity, 
every 100 

The labourers had only • 
The landlords • • • 
And the capitalists • .• 

• 22 
• • 22 

.~ 
100: 

In that case I should say that wages and rent had fallen and 
profits risen; though, in consequence of the abundancl" of 
commodities, the quantity paid to the labourer and landlord 
would have increased in the proportion of 25 to 44. Wages 
are to be estimated by their real value, viz., by the quantity of 
labour and capital employed in producing them, and not by 
their nominal value either in coats, hats, money, or com. 
Under the circumstances I have just supposed, commodities 
woule; have fallen to half their fonner value, and if money had 
not v .. ~ied, to half their fonner price also. If then in thi, 
medium, which had not varied in value, the wages of the labourer 
should be found to have fallen, it will not the less be a real fall 
because they might furnish him with a greater quantity of cheap 
commodities than his fonner wages. 

The variation in the value of money, however great, makes no 
difference in the rate of profits; for suppose the goods of the 
manufacturer to rise from {,IOOO to {,2000, or 100 per cent., if his 

. capital, on which the variations of money have as much effect 
as on the value of produce, if his machinery, buildings. and 
stock in trade rise also a 100 per cent., his rate of profits will be 
the same, and he will have the same quantity, and no more, 
of the produce of the labour of the country at his command. 

If, with a capital of a given value, he can, by C<.-onomy in 
labour, double the quantity of produce, and it fall to half its 
fonner price, it will bear the same proportion to the capital that 
produced it which it did before, and consequently profits will 
still be at the same rate. 

If, at the same time that he doubles the quantity of produce' 
by the employment of the same capital, the v&.lue of money is 
by any accident lowered one half, the produce will sell for twiceic 
the money value that it did before; but the capital employed~ 
to produce it will also be of 'twice its fanner money value; anc;E 
tllerefore in this case, too, the value of the produce will bt:ar f' ~ 
same proportion to the value o( the capital as it did before; .... ' ' 
'although the produce be d(·ubled, rent, wagell, and profits '!'j 

~.P'!11."'::~~.U. .th!J>l...0p0rt!0nsvary,.in which this dou~le prod. ~ 



CHAPTER n 
ON lUtN'l' 

j IT remains however to be considered whether the approJ?riation 
~of land, and the consequent creation of rent, will occasion any 
variation in the relative value of commodities Jndependently 

,of the quantity of labour necessary to production. In order 
to understand this part of the subject we must inquire into 
the nature of rent, and the laws by which its rise or fail ;~ 
regulated. '. ' 

Rent is that portion of the produce of the earth which is paid 
to the landlord for the use of the original and indestructible 
powers of the soil. It is often, however, confounded with tJ:J" 
murest and profit of capital, and, in popular language. the 
term is applied to whatever is annually paid by a farmer to his 
landlord. If, of two adjoining farms of the same extent, and 
of the same natural fertility, one had all the conveniences of 
farming buildings, and, besides, were properly drained and 
manured, and advantageously divided by hedges, fences, and 
walls, while the other had none of these advantages, more 
remuneration would naturally be paid for the use of one than 
for the use of the other; yet in both cases this remuneration 
would be called rel)t. 'But it is evident that a portion only 
of the money annually-£o be paid for the improved farm would 
be given for the original and indestructible powers of the soil; 
the other portion would be paid for the use of the capital which 
had been employed In ameliorating the quality of the land, and 
in erecting such buildings as were necessary to secure and 
preserve the produce.( Adam Smith sometimes speaks of rent 
In the strict sense to ~hich I am desirous of confining it, but 
more often in the popular senile in which the term is usually 
employed. He tells us that the demand for timber, and its 
consequent high price, in the more southern coun tries of Europe 

. caused a rent to be paid for forests in Norway whiCh could 
~~re afford no rent. Is it not, however, evident that the 

'.!.; .. on who paid what he thus ca1lsrent, paid it in consideration 
)1. ·H' valuable commodity which was then stan~"""'-~· laud.·. 
<LIlt' c sgo . 3~ ... ~./ '. ... -~ 
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... '\ii that he actually repaid himself with a profit by the sa:; 
of the timber? If, indeed, after the timber was removed, anl 
compensation were paid to the landlord for the use of the landr 
for the purpose of growing timber or any other produce, wit~ 
a view to future demand, such compensation might justly lx, 
.:.aIled rent, because it WQuld be paid for the productive powers'; 
of the land; but in the case stated 1.y Adam Smith, the com­
pensation was paid for the liberty of removing and selling th~ 
timber, and not for the liberty of growing it. He speaks also 
of the rent of coal mines, and of ston~ quarries; to whit-h the 
Is~e observatio,:,- ap~lies-that the compensation given tor ~ht' 
'rome or quarry 1$ pald for the value of the coal or stoDe whlcb 
'etin' be removed from them, and has DO connection with the 
\orir.;':;: '. i indestructible powers of the land. This is a dis-
\~, .,'0 .... , • ~at importance in an inquiry concerning rent and 
p":,~", .• ,. is found that the laws which regulate the progress 
~:, ~ .~.:.. f.! .. dely different from thos.e which regu~ate .the 
,«:\o .... .....,..! _ .... 1'· its, and seldolI\ operate m the same dlCcctlO!!t 
Ir. ~l im:P '" ~ countries, that which is annually paid to the 
lr.na;~rt 1 .... ,',Jng of both characters, rent and profit, is some­
times kept $' .tjonary by the effects of opposing caUSCllj at 
other times .Jvances or recedes as one or the other of these 
causes preponderl\tes. In the future pages of this work, then, 
whenever 1 speak of the rent of land, I wish to be understood 
as speaki,,!! ot that compensation which is paid to the owner of 
land for f '" ',~ of its original and indestructible powers. 

On the '"1St settling of a country in which there is an abun­
<:lance of rich and fertilllltmd. a very s~all proportion of which 
is required to be cultivated for the support of the actual popu­
lation, or indeed can be cultivated with the capital which the 
population can command, there will be no rent; for no one 
would pay for the use of land when there wu an abundant 
quantity not yet appropriated, and, therefore, at the disposal 
of whosoever might choose to cultivate it. . 

On the common principles of supply and demand, no rent; 
could be paid for such land. for the reason stated why nothing 
is given for the use of air and water, or for any other of the ~ta 
of nature which exist in boundless quantity. With a g1V~n 
quantity of materials, and with the assistance of the pressure 
of the atmosphere, and the elasticity of steam, engines may 
perform wodr l and abridge human labour to a very great extent; 
;"ut no charge is made for the use of these natural aids, because 
they ~~stibIe and at every man's disposal. In the 
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lame manner, the brewer, the distiller, the dyer, make incessant 
use of the air and water for the production of their commodities; 
but as the supply is boundless, they bear no price.1 If all land 
had the lame properties, if it were unlimited ill quantity, and 
unifonn in quality, no charge could be made for its use, unless 
where it possessed peculiar advantages of situation. It is only, 
then, because land is not unlimite4 in quantity and uniform in 
quality, and because, in the progress of population, land of an 
inferior quality, or less advantageously situated, is cal1ed into 
cultivation, that rent is ever paid for the use of it. When, in 
the progress of society, land of the second degree of fertility is 
taken iIIto cultivation, rent immediately commences em that 
of the first quality, and the amount of that rent will depend on 
the difference in the quality of these two portions of land. 

When land of the third quality is taken into cultivation, rent 
immediately commences on the second, artd i, is regulated as 
before by the difference in their productive powers. At the 
l!aIJle time, the rent of the first quality will rise, for tha, must 
always be above the rent of the second by the difference between 
the produce which they yield with a given quantity oj capital 
and labour. With every step in the progress of population, 
which shall oblige a country to have recourse to land of a worse 
quality, to enable it to raise its supply of food, rent, on aU the 
more fertile land, will rise. . 

Thus suppose land-No.1, 2, 3-to yield, with an equal 
employment of capital and labour, a net produce of JOO, <)0, 
and 80 quarters of com .. In a new country, where there is an 
abundance of fertile land compared with the population, and 
where therefore it is only necessary to cultivate No. J, the 
whole net produce will belong to the cultivator, and will be tho 
profits of the stock which he advances. As soon as population 
had so far increased as to make it necessary to cultivate No. I, 
from which ninety quarters only can be obtained after support­
ing the labourers, rent would commence on No. I; for eitha 
there must be two rates of profit on agricultural capital, or ten 

• .. The earth. as we have already seen, Is lIot the only agent of lIature 
which has 8 productive power; but it is the OIIly one, or nearly so, tbat one 
set of men take to themselves to the ellduSlou of otben!; and of which, 
coosequently. they eau appropriate the beaelits. The waters of rivers, 
aod of the _. by tbe power which tbey have of giving movement to our 
machines, carrying our boat ...... urisbing 01U' fish. have also a produetlV4\ 
power; the wlOd which t~$ our miUs, and even the heat of the sun work 
for us; but happily 00 one has yet beaD able to say. the' wind and tLe sua 
are mine. and the service which they reader must be paid for.' . .. -E«ntO .... 
PWit.qt4 •• par J. B. Say. vol. it. P. 124- •. 
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quarters, or the value of ten quarters must be withdrawn from 
the produce of No. I for some other purpose. Whether the 
proprietor of the land, or any other person, cultiva.ted No. I, 

these ten quarters would equally constitute rent; for the culti­
vator of No.2 would get the same result with his capital whether 
he cultivated No. I, paying ten qua.rters for rent, or continued 
to cultivate No.2, paying no rent. In the same manner it 
might be shown that when No. 3 is brought into cultivation, 
the rent of No. 2 must be ten quarters, or the value of ten . 
quarters, whilst the rent of No. I w~uld rise to twenty quarters; 
for the cultivator of NO.3 would have the same profits whether 
he paid twenty quarters for the rent of No. I, ten quarters for 
the rent of No.2, or cultivated NO.3 free of all rent. 

It often, and, indeed, commonly happens, that before No.2, 
3, 4, or 5, or the inferior lands are cultivated, capital can be 
employed more productively on those lands which are already 
in cultivation. It may perhaps be found that by doubling the 
original capital employed on No. I, though the produce will not 
be doubled, will not be increased by 100 quarters, it may be 
increased by eighty-five quarters, and that this quantity exceeds 
what could be obtained by employing the same capital on 
land NO.3. 

In such case, capital will be preferably employed on the old 
land, and will equally create a rent; for rent is always the 
difference between the produce obtained by the erpployment of 
two equal quantities of capital and labour. If, with a capital 
of £1000 a tenant obtain 100 quarters of wheat from his land, 
and by the employment of a second capital of £1000 he obtain 
a further return of eighty-five, his landlord would have the 
power, at the expiration of his lease, of obliging him to pay 
fifteen quarters or an equivalent value for additional rent; for 
there cannot be two rates of profit. If he is 'satisfied with a 
diminution of fifteen quarters in the return for his second 
£1000, it is because no employment more profitable can be 
found for it. The common rate of profit would be in that 
proportion, and if the original tenant refused, some other person 
would be found willing to give all w]lich exceeded that rate of 
profit to the owner of the land from which he derived it. 

In this ease, as well as in the other, the capital last employed 
pays no rent. For the greater productive powers of the first 
£Ioao, fifteen quarters, is paid for lent, for the employment of 
the second £1000 no rent whatever is paid. If a third £1000 

be employed on. the same land, with a return of seventy-five 
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quarters, rent will then be paid for the second £1000, and will 
be equal to the difference between the produce of these two, 
or ten lJ.uarters; and at the same time the rent for the first 
£JOOO will rise from fifteen to twenty-five quarters; while the 
last £1000 will pay no rent whatever_ 

If, then, good land existed in a quantity much more abundant 
than the production of food for an increasing population required, 
or if capital could be indefinitely employed without a diminished 
return on the old land, there could be no rise of rent; for rent 
invariably proceeds from the employment of an additional 
quantity of l~'::our with a proportionally less return. 

The most fertile and most favourably situated land will be 
first clHtivated, and the exchangeable value of its produce will 
be adjusted in the same manner as the exchangeable value of. 
all other commodities, by the total quantity of labour necessary 
in various forms, from first to last, to produce it and bring it 
to market. When land of an inferior quality is taken into 
cultivation, the exchangeable value of raw prt)duce will rise, 
because more labour is required to produce it. 

The exchangeable value of all commodities, whether they be 
manufactured, or the produce of the mines, or the produce of 
land, is always regulated, not by the less quantity of labour 
that will suffice for their production under circumstances highly 
favourable, and exclusively enjoyed by those who have peculiar 
facilities of production; but by the greater quantity of labour 
necessarily bestowed on their production by those who have no 
such facilities; by those who continue to produce them under 
the most unfavourable circumstances; meaning-by the most 
unfavourable circumstances, the most unfavourable under 
which the quantity of produce required renders it necessary to 
carry on the production. 
~ in a charitable institution, where the poor are set to 

worF'Wlth the funds of benefactors, the general prices of the 
commodities, which are the produce of such work, will not be 
governed by the peculiar facilities aftorded to these workmen, 
but by the common, usual, and natural difficulties which every 
other manufacturer will have to encounter. The manufacturer 
enjoying none of these facilities might indeed be driven alt0-
gether from the market if the supply aftorded by these favoured 
workmen were equal to all the wants of the t:ammunity; but 
if he continued the trade, it would be only on condition that he 
should derive from it the usual and general rate of protit.q on 
stock; and that could only happen when his commodity sold 
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~or a priCII prnr0rtioned Q) the quantity of labour bestowed on 
its productlon. 

It is truel that on the best land, the same produce would still 
be obtained with the 6&me labour as before, but its value would 
be enhanced in consequence of the diminished returns obtained 
by those who employed fresh labour and stock on the less fertile 
land. Notwithstanding, then, that the advan~ of fertile 
over inferior lands are in no case lost, but only transferred from 
the cultivator, or consumer, to the landlord, yet, sin~ more 
labour is required on the inferior lands, and since it is from such 
land only that we ate enabled to furnish ourselves with the 
additional supply of raw produce, the comparative value of 
that produce wiD continue permanently above its former level, 
and make it exchange for more hats, cloth, shoes, etc., etc., in 
the production of which no such additional quantity of labour 
is required. 

The reason, then, why raw produce rises in comparative value 
is because more labour is employed in the production of the 
last portion obtained, and not because a rent Is paid to the 
landlord. The value of eom is regulated by the quantity of 
labour bestowed Oil its production on that quality of land, or 
with that portion of capital, which pays no rent. Cow js~,.. 
_becau,* a rent is Ra~ t::tt a r;st is naid because..co~1S 

KhiY tiMs t5@@n us 10 serv Uiat no ;auction wou d 
,e place in the price of com although landlords should forego 

the whole of thetr rent. Such a Ineasure would only enable 
some farmers to live like gentlemen, but would not diminish 

l Has not M. Say for~otten, in tbe following passage, that It Is tbe cost 
of production which Ultimately rt'gulates priCt'? .. The produee 01 labour 
employed on the land has tbis pecuI.Iar property, that it ~ not become 
more dear by beCQroing more scarce. because population always dimim!>hes 
at the same time tbat food diminMbes. and eonsequ~nUy the quantuy of 
tbese prodtlcts rkMatttU4 diminisJres at the same time as the _otit, 
supplied. Besides. it is not o~ that com is mo.-e dear in tb.- places 
wbere tben> is plenty of uncultivated land. than in GOmpl~tell' ~ultiv .. ted 
countrit'S. England and France were much more im~ectly cultivated In 
the middle ages than they are now; tbey ptoduced much less raw pcoduce: 
nevertheless, from aU tbat we ean judge by a companson witb the value 
of otber tbings, cona was not sold at a dearer price. If tbe produce 'll'as 
less, so was the populatiOll; the weakness ot tbe demand c:ompenl'atf'<i tbe 
feebleness of tbe supply" lvol. ii. "8). M. Say being impnssed witb the 
opinion that the price of commodities is re~ulated by the price of labour; 
and justly supposing that chantable inotltutlons of all !\OMs tend to inerr-""" 
the population beyond what it othennse would be, and thet'1ltore to lower 
wages, says ... f suspect that the cheapne .. of the ~oods which come frora 
.Englaud IS partly caused by the numerous charitable institutions whIch 
e~st in that eountry" (vol. Ii. a77). This i6 a consi&tent opinion In on~ 
.Iao maintains that .ages Et!gUIate prl_ 
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the quantity of labour necessary to raise t'aw lIroduce on the 
least productive land in cultivation. 

Nothing is more common than to heat of the advantages 
which the land possesses over ewry other source of useful 
prOdUCe,}n account of the surplus which it yields in the fonn 
of rent. Yet when land is most abundant, when most pro­
Iductive, and most fertile, it yields no rent; and It Is only when 
its powers decay, and less is yielded in retum fd!' labour, that 
a share of the ori,'rial produce of the mbre fertile portions is 
set apart for rent. It is singular that this quality in the land, 
which should hav been noticed Its an imperfection compared 
with the natural agents by which manufacturers are assisted, 
should have been pointed out as constituting its peculiar pre­
eminence. If air, water, the elasticity of steam, and the pressure 
of the atmosphere were of various qualities; if they could be 
appropriated, and each quality existed ohIy in moderate abund­
ance, they, as well as the land, would afford a rent, as the 
successive qualities were brought Ihto use. With every worse 
quality employed, the value of the commodities in the manu­
facture of which they were used would rise, because equal 
quantities of labour would be less productive. Man would do 
more by the sweat of his brow and nature perfonn less; and 
the land would be no longer pre-eminent for its limited powers. 

If the surplus produce which land affords in the fonn of rent 
be an advantage, it is desirable tha" every year, the machinery 
newly constructed should be less efficient than the old, as that. 
would undoubtedly give a greater exchangeable value to the 
go~s manufactured, not only by that machinery but by all 
the other machinery in the kingdom; and a rent; would be paid ! 
to all those who possessed the most productive machinery.1 
.-.~-.~ ~- -- -+ -

1 .. Ia agriculture. too." says Adam Smith, a nature bbo"", along with 
man; and thougb her labour costs no expense, its produce bas Its value, 
as well as that of the most expensive Workman," Tbe labour 01 nature is 
Pald, not because she dCX's mucb

l 
but because she does little. In propor­

bon as she becomes niggardly in ner gilts sbe exam a greater price for ber 
work. Where she Is munificently beneficent she always works gratis, 
.. Tbe labourinlJ cattle employed in agriculture not only occasion, like the 
workmen In manufactures, the reproduction of a value equal to their own 
consumption, 01' to tbe e.lpltal whlcb employs them, togetb<'l' Witb its 
owner's profits, but 01 a much greater value. Over and above the capital 
of tbe farm<!r and aH its profits, they regularly oeeasion tbe r~produCtlon of 
the rent of the landlord. This rent may be conSIdered as the produce of 
tbose powers of nature, the use 01 which the Iaddlord lends to tbe larmer. 
It is pat. or smaller according to tbe sapposed extent of tbose powers, 
or, in otbOll' words, aceording to the supposed Datural or improved fertility 
of the land. It is the ....... k of natura wblch remains, after deducting or 
I'OIIlpensatID:C everything which Il8/I lit n,garded as the work of man. n 
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'iThe rise of rent is always the effect of the increasing wealth 

orthe country, and 0;the difficulty of providin~ food for its 
augmented population. ~'TTlptom .. but lt~ is never a 
~~iUf..!te..alth; f~iju!"te!U.ACt~ JJlQs.( "'-l'idly_ i1iili 
rent is either"station~J or even falling. Rent increases mo~t 
rapiaxy-as the d15posa51eliiid'"" decreases in its productive 
powers. Wealth increases most rapidly in those countries 
where the disposable land is most fertile, where importation is 
least restricted, and where, through agricultural improvements. 
productions can be multiplied without any increase in the pro­
portional quantity of labour, and where' consequently the 
progress of rent is slow. 

If the high price of com were the effect. and not the cause of 
rent, price would be proportionally influenced as rents were 
high or low, and rent would be a component part of price. But 
that com which is produced by the grea~t quantity of labour 

is sddom less tbaa a fourth, and frequently more tban a tbird of the wbole 
produce. No equal quantity of productive labour employed in manuf...,. 
tures can ever cx:asion !IO great a reproduction. I. IJum fUIlJH_ 40a 
.,..,IMtI" _01 tIDes all: and the reproduction must always be in prop<:Ktioo 
to tbe strength of tbe ~ents that occasion it. Tbe capital employed in 
agriculture, therefore, DOt only puts into motion a greater quantity of 
productive labour tban any equal capital employed in manufactures, but in 
Pl!>portion, too, to tbe quantity of the producttve labour which it employ1l 
It adds a much p"'ater value to the arulUa! produce ,of tbe land and labour 
of tbe country, to the rMl wealth and revenue of its inhabItants. Of all 
the ways in which a caf,ital caa be employed, it Is by far tbe most advan­
tageous to tbe society. '-Book II. chap. v. p. 1$. 

Does nature nothing for: man in manufactures? Are the powen of wind 
and water. which move our machinery and assist naVIgation, notbing? 
The pressure of tbe atmosphere and the elastioty of steam, wbich enablo!-" 
us to work the most stupendous eogin~ tbey not the trifts of natux-e i 
To say nothing of tbe ettects of tile matter of heat in softening and melting 
metals, of tbe decompositiOll of the atmosphere in tbe procese of dyemg 
and fermentation. Tbere Is not a manufacture which caa be m .... tiooed 
in whtch nature does not giVll her: assistance to man. and give it, too, 
generously and gratuitously. 

In nmarking 00 the r.assap which I bave """led ftoat Adam Smitb, 
Mr. Buchanan observes, 'I bave endeavoured to show, in tbe oboervatlODS 
on productive and unproductive labour, CA)Otained in the fourth volume, 
tbat agriculture adds no more to the national stock than lillY otb« sort 
of industry. In dwelhng OD the R'productioo of rent as 80 grpat aQ 

advantage to &odety, Dr. Smith does no. re1ket that root is the ettect of 
high pnce~.aod tbat wbat the landlord gains ill this way he pins aI: the 
expense oz the eommumty at large. There Is no absolute p:ain to the 
society by tbe reproduction of rent; It Is only one class projitiog at the 
expense of another class. Tbe notion of agriculture yteldlIlC a produce, 
and a rent ill oonsequen~ because nature CQOcurs with buman Industry 
in the proeesa of cultlvatioo, Ia a mere faDey. It Ia not from the produce, 

, but from the price at wbicb the produce Ia sold, thai: the rent Is derived; 
and this price is ~t not because 1latura usists in the produc~ ~nt 
because it Is the pnco which suits the coosumptioa to the supply, , 
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is the regulator of the price of corn; and rent doe! not and 
cannot enter in the least degree as • component part of its 
price.1 Adam Smith, therefore, cannot be correct in supposing 
that the original rule which regulated the exchangeable value 
of commodities, namely, the comparative quantity of labour by 
which they were produced, can be at all altered by the appro­
priation of land and the payment of rent. Raw material enters 
roto the composition of most commodities, but the value of that 
raw material, as well as corn, is regulated by the productiveness 
of the portion of capital last employed on the land and paying 
no rent; and therefore rent is not a component part of the price 
of commodities. 

We have been hitherto considering the effects of the natural 
progress of wealth and population on rent in a country in which 
the land is of variously productive powers, and we have seen 
that with every portion of additional capital which it becomes 
necessary to employ on the land with a less productive return 
rent would rise. It follows from the same principles that any 
circumstances in the society which should make it unnecessary 
to employ the lame amount of capital on the land, and which 
should therefore make the portion last employed more pro­
ductive, would lower rent. Any great reduction in the capital 
of a country which should materially diminish the funds 
destined for the maintenance of labour, would naturally have 
this effect. Population regulates itseU by the funds which are 
to employ it, and therefore always incrt'ases or diminishes with 
the increase or diminution of capital. Every reduction of 
capital is therefore necessarily followed by a less effective 
demand for corn, by a fall of price, and by diminished cultiva­
tion. In the reverse order to that in which the aCCUmulation 
of capital raises rent will the diminution of it lower rent. Land 
of • less unproductive quality will be in succession relinquished, 
the exchan~.able value of produce will fall, and land of • 
superior quality will be the land last cultivated, and that which 
will then pay no rent. 

The same effects may, however, be produced when the wealth 
and population of • country are increased, if that increase is 

• accompanied by such marked improvements in agriculture as 
shall have the same effect of diminishing the necessity of culti­
vating the poorer lands, or of expending. the same amount of 
capital on the cultivation of the more fertile portions. 

• Tho dearly ~anding this principle Is, I am persuaded, of the 
~~O<jl jm~ce ~ lJ!e ~ of~Hc;II economy. . 
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If fA million of quarter!! of tom be necessary for the support 

of, a given population, and it be raised on land of the qualities 
of NIJ. x, 2, 3) l\.nd if an improvement be a[terwards discovered 
by which it can be raised on No. I and 2, without employing 
NO.3, it is evident that the immediate effect must be a fall of 
rent; for No.2, instead of No. 3, will then be cultivated without 

)

aying any rent; and the rent of No. t, instead of being the 
: fference between the produce of NO.3 and No • • , will be the 

ifference only between No.2 artd I. With the same popula­
tion, and no more, there can be no demand for any additional 
quantity of corn; the capital and labour employed on No. 3 
will be devoted to the production of other commodities desirable 
to the community, and can have no effect in raising rent, unless 
the raw material from which they are made cannot be obtained 
without employing capital less advantageously on the land, in 
which case NO.3 must again be cultivated. 

It is undoubtedly true that the fall in the relative price of 
raw produce, in consequence of the improvement in agriculture, 
or rather in consequence of less labour being bestowed on its 
production, would naturally lead to increased accumulation; 
for the 1>rolits of stock would be greatly augmented. This 
accumulation would lead to an increased demand for labour, to 
higher wages, to an increased population, to a further demand 
for raw produce, and to an increased cu',tivation. It is only, 
however, after the increase in the population that rent would 
be as high as before; that is to say, after NO.3 was taken into 
cultivation. A considerable period would have elapsed, 
attended with a positive diminution of rent. 

But im rovements' a 'culture are of wo kinds:' those 
which mcre e e productive p wers 0 tq ~ and those 
which enable us, by improving our machinery, to obtain its 
produce with less labour. They both lead to a faU in the pric~ 
of raw produce; they both affect rent, but they do not affect 
it equally. If they did not occasion a fall in the price of raw 
produce they would not be improvements; for it is the essen tial 
quality of an improvement to diminish. the quantity of labour 
before required to produce-i commodity; and this diminution 
cannot take place without a faU of its price or relative value. 

The improvements which increased the productive powers of 
the land are such as the mor~ t!(ilful rotation of crops or the 
better choice of ,mat)ure. These. improvements absolutely 
,enable us to obtain the same prod~ce from a smaller quantity 
of land. If, by the introduction of a course of turnips, I call 
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feed my flbeep besides raising my com, the land OIl which the 
sheep were before fed becomes unnecessary, and the same 
quantity of raw produce is raised by the employment of a less 
quantity of land. If I discover a manure which will enable me 
to make a piece of Jand produce 20 per cent. more com, I may 
withdraw at least a portion of my capital from the most unpro­
ductive part of my farm. But, as 1 before observed, it is not 
necessary that land should be thrown out of cultivation In order 
to reduce rent: to produc& this effect, il: is sufficieht that suc­
cessive portions of capital are employed on the same land with 
different results, and that thl! portion which gives the least 
result should be withdmwn. If, by the introduction of the 
turnip husbandry, or by the use bf a more invigomting manure, 
I can obtain the same produce with less capital, and without 
disturbing the difference between the productiveyowers of the 
successive portions of capital, I shall lower rent; "'for a different 
and more productive portion will be that "'hich will form the 
standard from which every other will be reckoned. If, for 
example, the successive portions of capital yielded too, 90, 80, 
70 J whilst I employed these four portions, my !tnt would be 
60, or the difference between 

70 and too = 36 } {t~ ,-oand 0=.0 80 
70 IIDd Ao == ~ .... hUst the produce would be 340 ~ 

fio 340 

and while 1 employed these portions, the rent would remain 
the same, although the produce of each should haye an equal 
augmentation. If, instead of 100, 90, 80, 10, the produce 
should be increased to us, 115, lOS, 95, the rent would still 
be 60, or the difference between 

9S and J25 = SO} 
95 and JlS = ao 
95 aDd 105 .., '0 Increased to 440 95 

;'hilst the produoe would be {~~~ 
440 

But with such an increase of produce, without all increase of 
demand,l there could be no motive for employing so much 

60 

I I hope I am not understood as undervaluing the importance of an sorts 
of improvements In agricult\l!'e to landloro-their immediate etrect Is to 
lower rent; but as tbey &iV'll a great stimulus to populatiOll and at the 
same time eoable us to cultivatu poorer 'ands with less 1abOOr they are 
ultimately of imml'llso advantage to landlords. A period, hQw~ver must 
,Iapoe during which they are positlwly Injurious to him. • 
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capital on the land j' one portion would be withdrawn, and 
consequently the last portion of capital would yield 105 instead 
of 95, and tent would fall to 30, or the difference betWeen 

lOS and I~S ='"O} whilst the produce will be still {I2S 
lOS and II" = 10 adequate to the wanta of the popula- !~~ 

- lion, for it would be 345 quarters, _ 
30 or 345 

the demand being only for 340 quarters.-But thsre are ~-l 
rovements i e tive ~e of ro'auc 1 

Wit ou ow In corn r t e woe e 
"IDO'ii'e rent of land. Sue unprovements do not mcrease e 
pro uc lV powe of the land, but they enable us to obtain 
its produce with less labour. They are rather directed to the 
formation of the caPital~lied to the land than to the CUlti

t
-

vation of the land itself. mprovements in agricultural imple 
ments, such as the plou and the thrashing machine, econom 
in the use of horses employed in husbandry, and a better know 
ledge of the veterinary art, are of this nature. (Less capital, 
which is the same thing as less labour, will be e~ployed on the 
land; but to obtain the same produce, less land cannot be 
cultivated. Whether improvements of this kind, however, 
affect com rent, must depend on the question whether the 
difference between the produce obtained by the employment of 
different portions of capital be increased, stationary, or dimin­
ished. If four portions of capital, 50, 60, 70, 80, be employed 
on the land, giving each the same results, and any improve­
ment in the formation of such capital should enable me to with­
draw 5 from each, so that they should be 45, 55, 65, and 75. 
no alteration would take place in the com rent; but if the 
improvements were such as to enable me to make the whole 
saving on that portion of capital which is least productively 
employed, corn rent would immediately fall, because the ciller­
ence between the capital most productive and the capital least 
productive would be diminished; and it is this difference which 
constitutes rent. 

Without mUltiplying instances, I hope enough has been said 
to show that whatever diminishes the inequality in the produce 
obtained from successive portions of capital employed on the 
same or on new land tends to lower rent; and that whatever 
increases that inequality, necessarily produces an, opposite 
effect, and tends to raise it. 
. In speaking of the rent 01 the landlord, we have rather con~ 
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aidered it as the proportion of the produce, obtained with a given 
capital on any given fann, without any reference to its exchange­
able value; but since the same cause, the difficulty of production, 
raises the exchangeable value of raw produce, and raises also 
the proportion of raw produce paid to the landlord for rent, it is 
obvious that the landlord is doubly benefited by difficulty of 
production. First, he obtains a greater share, and, secondly. 
the commodity in which he is paid is of greater value.1 

.. To make this obvious, lIIld to show the degrees in which corn and 
money rent W1II vary, let us suppose that the labour ol ten meo will, on 
land ol a c:ertalD qual.ty, obtain 180 quarters olwheat, and its value to be 
£4 per quarter, 01 £120; and that the labour of ten additional men will, 
on th& same 01' any other land, produce only 110 quarters in addition; 
wbeat would ri .. from £4 to £4", U. for 110: 180: : £4: £4 .,. 8&.; or, 
as in the production ol 110 quarters, the labour oliO men is D"""ssary in 
ODe ease, and only ol 9.4. in the other, the rise would be as 9.44 to 10, or 
as £4 to £4 .,. &I. If 10 men be further employed, and the retum be 

160 the price wiD rise to £4 10 0 
150 • 16 ., 
140 S "10 

Now, if DO rent was paid b the land which yielded ISo quarten. when 
eorn was at £. per quarter, the value of 10 quarters would be paid as rent 
wheo only 170 could be proeURd, which at £4", U. would £42 'IS. 64. 

... quarten. wh .. "60""""producec!., 'Which at £4 10 0 would 00£90 0 0 
30 quart~rs .. 150 • 16 0 I" 0 0 

40 q=ren;·w~::. inere': in { ~:}" andSJD~e; rent in t~05{!~ 4 
the proportion ol !loo proportion ol 340 

400 485 



CHAPTER m 
,olf TD RENT OJ' J.flREIi 

TID!: metals, like other things, are ohqtined by labour. Nature, 
indeed, produces them; but it is the labour of man which 
extracts them from the bowels of the earth and prepares them 
for our service. 

Mines, as well as landl generally pay a rent to their owner; 
and this rent, as well as the rent at land, Is the e(fect and never 
the cause of the high value of their produce. 

If there were abundance of equalIy fertile mines, whicH any 
one migh~ appropriate, they COllid yield no rent; the val\le of 
their produce would depend on the quantity of labour necessary 
to extract the metal frOlll the mine and bring it to market. 

But there are mines of various qualities affording very dif­
ferent results with equal quantities of labour. The metal 
produced from the poorest mine that is worked must at Jeast 
hav!; an exchapgeable value, not only sufficient to procure aU 
the clothes, food, and other necessaries consumed by those 
employed in working it, and bringing the produce to market, 
but also to afford the common and ordinary profits to him who 
advances the stock necessary to ~ on the undertaking. 
rh.e return for capital from the poorest mine paying no rent 
would regulate the rent of all the other more productive mines. 
This mine is supposed to yield the usual profits of stocl4 AU 
that the other mines produce more than this will necessarily 
be paid to the owners for rent. -since this principle is precisely 
the same as that which we have already laid down respecting 
land, it will not be necessary further to enlarge on It:. 

It will be sufficient to remark that the same/general rule 
which regulates the value of raw produce and manufactured 
commodities is applicable also to the metals j their value 
depending not on the rate of profits, nor on the rate of wages, nor 
on the rent paid for mines, but on the total quantity of labour 
necessary to obtain the metal and to bring it to market. 

Like every other commodity, the value of the metals is subj~ 
to variation. Improvements may be made in the implements 
and machinery used in mining, which may considerably abridge 
labour; new and more productive mines may be discovered, 
in which, with the same labour, more metal may be obtained; 

46 
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or the facilities of bringing it to market may be increased. In 
either of these cases the metals would fall in value, and would 
therefore exchange for a less quantity of other things. On the 
other hand, from the increasing difficulty of obtaining the metal" 
occasioned by the greater depth at which the mine must be . 

. worked~ and the accumulation of water, or any other contin­
gency, Its value compared with $t of other things might be 
considerably increased. . 

It has t.herefore been justly observed that however honestly 
the coin of a country may conform to its standard, money made 
of gold and silver is still liable to fluctuations in value, not only 
to accidental and temporary, but to permanent and natural 

; variations, in the same manner as other commodities. 
By the discovery of America, and the rich mines in which it 

abounds, a very great effect was produced on the natural price 
of the precious metals. This effect is by many supposed not 
yet to have terminated. It is probable, however, that all the 
effects on the value Of the metals resulting from the discovery 
of America have long ceased; and if any fall has of late years 
taken place in their value, it is to be attributed to improvements 
in the mode of working the mines. 

From whatever cause it may have proceeded, the effect has 
been so slow and gradual that little practical inconvenience 
has been· felt from gold and silver being the general medium in 
which the value of all other' things is estimated. Though 
undoubtedly a variable measure of value, there is probably no 
commodity subject to fewer variations. This and the other 
advantages which these metals possess, such as their h8.rdness, 
their malleability, their divisibility, and many more, have 
justly secured the preference everywhere given to them as 
a standard for the money of civilised countries. 

If equal quantities of labour, with equal quantities of fixed 
capital, could at all times obtain from that mine which paid no 
rent equal quantities of gold, gold would be as nearly an 
invariable measure of value as we could in the nature of things 
possess. The quantity indeed would enlarge with the demand, 
but its value would be invariable, and it would be eminently 
~t'ell calculated to measure the varying value of all other things. 
arhave already in a fonner part of this work considered gold as 
.~ldowed with this uniformity, and in the following chapter 
tb shall continue the supposition. In speaking therefore of 
u,1Ilrying price, the variation will be always considered as being \ 
it the ~odity, and never·in the medium in which it is 

estimated. 



CHAPTER IV 

ON -NATURAL AND MARKET PRICE 

IN making labour the foundation of the value of commodities, 
and the comparative quantity of labour which is necessary to 
their production, the rule which determines the respective 
quantities of goods which shall be given in exchange for each 
other, we must not be supposed to deny the accidental and 
temporary deviations of the actual or market price of com­
modities from this, their primary and natural price. 

In the ordinary course of events, there is no commodity 
which continues for any length of time to be supplied precisely 
in that degree of abundance which the wants and wishes of 
mankind require, and therefore there is none whic1! is not subject 
to accidental and temporary variations of price. 

It is only in consequence of such variations that capital is 
apportioned precisely, in the requisite abundance and no more, 
to the production of the different commodities which happen 
to be in demand. With the rise or fall of price, profits are 
elevated above, or depressed below, thejr general level; and 
capital is either encouraged to enter into, or is warned to depart 
from, the particular employment in which the variation has 
taken place. 

Whilst every man is free to employ his capital where he 
pleases, he will naturally se&< for it that employment which is 
most advantageous; he will naturally be dissatisfied with a 
profit of 10 per cent., if by removing his capital he can obtain 
a profit of 15 per cent. This restless desire on the part of all the 
employers of stock to quit a less profitable for a more advan­
tageous business has a strong, tendency to equalise the rate of 
profits of all, or to fix them in such proportions as may, In the 
estimation of the parties, compensate for any advantage whicll:' 
one may have, or may appear to have, over the other. It, 
perhaps very difficult to trace the steps by which this change~. , 
effected; it is probably effected by a manufacturer not abs . 
lutely changing his employment, but onl" "·~en\ng the quantit 
of capital he has in that employmen.. 'j rich countri g 
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there is a number of men forming what is called the moneyed 
class; these men are engaged in no trade, but live on the interest 
of their money, which is employed in discounting bills, or in 
loans to the more industrious part of the community. The 
bankers too employ a large capital on the same objects. , The 
capital so employed forms a circulating capital of a large amount, 
and is employed, in larger or smaller proportions, by all the 
different trades of a country. There is perhaps no manufacturer, 
however rich, who limits his business to the extent that his own 
funds alone will 'allow: he has always some portion of this 
floating capital, increasing or diminishing according to the 
activity of the demand for his commodities. When the demand 
for silks increases, and that for cloth diminishes, the clothier does 
not remove with his capital to the silk trade, but he dismisses 
some bf his workmen, he discontinues his demand for the loan 
(rom bankers and moneyed men; while the case of the silk manu­
facturer is the reverse: he wishes to employ more workmen, 
and thus his motive for borrowing is increased; he borrows 
more, and thus capital is transferred from one employment to 
another without the necessity of a manufacturer discontinuing 
his usual occupation. When we look to the markets of a large 
town, and observe how regularly they are supplied both with 
home and foreign commodities, in the quantity in which they . 
are required, under all the circumstances of varying demand, 
arising from the caprice of taste, or a change in the amount 
of population, without often producing either the effects of 
a glut from a too abundant supply, or an enormonsly high price 
from the supply being unequal.to the demand, we must corfess , 
that the principle which apportions capital to each trade in the 
precise amount that it is required is more active than is generally 
supposed. 

A capitalist, in seeking profitable employment for his funds, 
will naturally take into consideration all the advantages which 
one occupation possesses over another. He may therefore be 
willing to forego a part of his money profit in consideration of 
the security, cleanliness, ease, or any other real or fancied 
advantage which one employment may possess over another. 
\ U from a consideratioQ of these circumstances, the profits of 
stock should be so adjusted that in one trade they were 20, in 
another 25, and in another 30 per cent., they would probably 
t?ntinue permanently with that relative difference, and wit!'·' 
that difference only; for if any cause should elevate the profits· 
of one of these trades 10 per cent-, either these profits :vould be 

I, • J) 59". .~ • 
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., :,.iJ01'8l'Y, and would !lOOn again faD back to their usual station, 

OJ' the profits of the others would be elevated in the same 
proportion: ' 

The present time appears to be one of the exceptions to the 
justness. of this remark. The termination of the war has so 
deranged the division which before existed of employments in 
Europe, that every capitalist has not yet found his place in the 
new division which has now become necessary. 

Let us suppose that all commodities are at tbeir natural price, 
and consequently that the profits of capital in all employments 
are. exactly at the same rate, or diJIer only so much as, in the 
estimation of the parties, is equivalent to any real or fancied 
advantage which they possess or forego. Suppose now that a 
ci>ange of fashion should increase the demand for silks and 
iessen that for woollens; their natural price, the quantity of 
"'hour necessary to their production, would continue unaltered, 
but the market price of silks would rise and that of woollens 
would fall; and consequently the profits of the silk manufac­
turer would be above, whilst those of the wooDen manufacturer 
would be below, the general and adjusted rate of profits. Not I 
only the profits, but the wages of the workmen, would be affected 
in these employments. This increased demand for silks would, 
however, soon be supplied by the transference of capital and 
labour from the woollen to the silk manufacture; when the 
market prices of silks and woonens would again approach their 
natural prices, and then the usual profits would be obtained by 
the respective' manufacturers of those commodities. 

It is then the desire, which every capitalist bas, of diverting 
• his funds from a less to • more profitable employment that 

prevents the market price of commodities from continuing ({.r 
any length of time either much above or much below their 
natural price. It is this competition which 90 adjusts the 
changeable value of commodities that, after paying the wages 
for the labour necessary to their production, and aU other 
expenses required to put the capital employed in its original 
state of efficiency, the remaining value or overplus will in eacb 
trade be in proportion to the value of the capital employed. 

In the seventh chapter of the W tallA oj Nations, all that con· 
cerns this question is most ably treated. Having fully acknaw 
)edged the temporary effects which, in ~cular emp!oymen~ 
of capital, may be produced on the pnces of commodities, .. 
wen as 08 the wages of lablUr, and the profits of stock, ." 
accidental causes, without in'luencing the general price of a 
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modi ties, wages, or profits, since these effects are equally opera­
tive in all stages of society, we will leave them entirely out of 
our consideration whilst we are treating of the laws which 
regulate natural prices, natural wages, and natural profits, 
e1Iects totally independent of these accidental causes. In 
speaking, then, of the exchAngeabio value of commodities, or 
the power of purchasing possessed by anyone commodity, 1 
mean always that power which it would possess if not disturlxd 
by any temporary or accidaltal cause, and which is its natural 
price. 



CHAPTER V 

ON WAGES 

LABOUR, like all other things which are purchased and sold, and 
which may be increased or climinished in quantity, has its 
natural and its market price. The natural price of labour is 
that price which is necessary to enable the labourers, one with 
another, to subsist and to perpetuate their race, without either 
increase or diminution. ' ' 

The power of the labourer to support himself, and the family 
which may be necessary to keep up the number of labourers, 
does not depend on the quantity of money which he may 
receive for wages, but on the quantity of food, necessaries, and 
conveniences become essential to him from habit which that 
money will purchase. The natural price of labour, thereforc~ 
depends on the price of the food, necessaries, and conveniences ~ 
required for the support of the labourer and his family. With 
a rise in the price of food and necessaries, the natural price of 
labour will rise j with the fall in their price, the natural price of 
labour will fall. 

With the progress of society the natural price of labour has 
always a tendency to rise, because one of the principal com­
modities by which its natural price is regulated has a tendency 
to become dearer from the greater difficulty of producing it. 
As, however, the improvements in agriculture, the discovery of 
new markets, whence provisions may be imported, may for a 
time counteract the tendency to a rise in the price of necessaries, 
and may even occasion their natural price to fall, SO will the 
same causes produce the correspondent e1Iects on the natural 
price of labour. 

The natural price of all commodities, excepting raw produce 
and labour, has a tendency to fall in the progress fl( wealth and 
population; for though, on one band, they are enhanced in 
real value, from the rise in the natural price of the raw material 
of which they are made, this is more than counterbalanced by 
the improvements in machinery, by the better division and 
distribution of labour, and by the increasing skill, both in scienco 
and art, of the producers. 
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The market price of labour is the price which is really paid 

for it, from the natural operation of the proportion of the supply 
to the demandj labour is dear when it is scarce and cheap when 
it is plentiful. .However much the market price of labour may 
deviate from its natural price, it has, like commodities, a 
tendency to conform to it. 

It is when the market price of labour exceeds its natural price 
that the condition of the labourer is flourishing and happy, that 
he has it 'in his power to command a greater proportion of the 
necessaries and enjoyments of life, and therefore to rear a 
healthy and numerous family. When, however, by the en­
couragement which high wages give to the increase of popula­
tion, the number of labourers is increased, wages again fall to 
their natural price, and indeed from a reaction sometimes fall 
below it. . 

When the market price of labour is below its natural price, 
the condition of the labourers is most wretched: then poverty 

. deprives them of those comforts which custom renders absolute 
necessaries. It is only after their privations have reduced their 
number, or the demand for labour has increased, that the 
market prlce of labour will rise to its natural price, and that 
the labourer will have the moderate comforts which the natural 
rate of wages will afford. 

Notwithstanding the tendency of wages to conform to their 
natural rate, theiI' market rate may, in an improving society, 
for an indefinite period, be constantly above it; for no sOoner 
may the impulse which an increased capital gives to a new 
demand for labour be obeyed, than another increase of capital 
may produce the same effect; and thus, if the increase of capital 
be gyadual and constant, the demand for labour may give a 
continued stimulus to an increase of people. 

Capital is that l'art of the wealth of a country which is em­
. ployed in prodUction, and consists of food, clothing; tools, raw 
, materials, machinery, ete., necessary to give efIect to labour. 

Capital may increase in quantity at the same time that its 
value rises. An addition may be made to the food and clothing 
of a country at the same time that more labour may be required 
to produce the additional quantity than before; in that case not 
only the quantity but the value of capital will rise. 

Or capital may increase without its va41e increasing, and even 
while its value is actually diminishing; not only mayan addi· 
tion be made to the food and clothing of a country, but tlie 

I Iddition may be made by the aid of machinery, WIthout any 
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increase, and even with an absolute diminutiOft in the propor­
tional quantity of labour' required to produce them. The 
quantity of capital may increase, wlule neither the whole 
together, nor any part of it singly, will have a greater value 
than before, but may actually have a less.' 

In the first case, the natural price of labour, which alwaY' 
depends on the price of food, clothing, and other necessaries, 
will rise; in the second, it will remain stationary or fall; but 
in both cases the market rate of wages will rise, for in propor­
tion tQ the increase of capital will be the increase in the demand 
for labour; in proportion to the work to be done will be the 

. demand for those who are to do it. 
. . In both cases, too, the market price of labour will rise. above 

its natural price; and in both cases it will have a tendency to 
oonform to its natural price, but in the first case this agreement 
will be most speedily effected. The situation of the labourer 
will be improved, but not much improved j foe the increased 
price of food and necessaries will absocb a large portion of his 
increased wages; consequently & small supply of labour, or a 
trilling increase in the population, will 600n reduce the market 
price to the then increased natural price of labour. 

In the second case, the condition of the labourer will be veq 
greatly improved; he will receive increased money wages 
without having to pay any increased price, and perhaps even 
a diminished price foe the commodities which he and his family 
Consume; and it will not be till after a great addition has been 
made to the popUlation that the market price of labour will 
again sink to its then low and reduced natural prioe. 

Thus, then, with every improvement of society, with every 
inr.rease in its capital, the market wages 01 labour will rise; 
but the permanence of their rise will depend on the question 
whether the natural price of labour has also risen; and this 
again will de~nd on the rise in the natural price of those neces­
saries on whIch the wages of labour are expended. 

It is not to be understood that the natural price of labour, 
estimated even in food and necessaries, is absolutely fixed and 
constant. It varies at different times in the same country, and 
very materially differs in different countries.1 It essen~1 

I .. The shelter and the e10thlng ",bich are indispensable in ODe cauna; 
may be no way lleUS5ary in another; and a labourer In Hindostan may 
continue to work witb perfect vigour, though receiving, as /lis natural 
wages. only sucb II supply of c:overing as would be insufficient to preserve 
... labourer io RU!I&ia from perishing. Evt'1l in countries situated ill the 
same climate, diJf ....... Ubits of livin, will otten occasiota variations in the 
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depends on the habits and customs of the people. An English 
labourer would consider his wages under their natural rate, and 
too scanty to support a family, if they enabled him to purchase 
no other food than potatoes, and to live in no better habitation 
than a mud cabin; yet these moderate demands of nature are 
often deemed sufficient in countries where" man's Jile is cheap" 
and his wants easily satisfied. Many of the conveniences now 
enjoyed in an English cottage woul~ have been thought luxuries 
at an earlier period of our history. 

From manufactured commodities always falling and raw 
produce always rising, with the progress of society, such a di5-
proportion in their relative value is at length created, that in 
rich countries a labourer, by the sacrifice of a very small quan­
tity only of his food, is able to provide liberally fOJ: all his other 
wants. 

Independently of the variations in the value of money, which 
necessarily affect money wages, but which we have here supposed 
to have no operation, &5 we have considered money to be uni­
formly of the same value, it appears then that wages are subject 
to a rise or fall from two causes:-

First, the supply and demand of labourers. 
Secondly, the price of the commodities on which the waga 

of labour are expended. 
In diflerent stages of society, the accumulation of capital, or 

of the means of .employing labour, is more or less rapid. and 
must in all eases depend on the productive powers of labour. 
The productive powers of labour are generally greatest wheu 
there is an abundance of fertile land: at such periods accumu­
lation is ofteB 10 rapid that labourers cannot be ftIpplied witll 
the same rapidity as capital. 
- It has been calculated that under favourable circumstances 
population may be doubled in twenty-five years; but undeI- the 
same favourable circumstances the whole capital of a country 
might possibly be doubled in a shorter period. In that ease, 
wages during the whole period would have a tendency to rise, 
because the. demand for labour would increase still faster thaa 
the supply. 

In new settlements, where the arts and knowledge of countries 
far advanced in refinement are introduced, it is probable that 
capital has a tendency to increase faster than mankind; and 
DAtura! price Qf labour as considerable as tboI;e which are ptoduced ~., 
natural rauses. "-Po 68. .f.. M$q .. UJ# EMIInwJ C- T-u. b, 
R. Totren!l, EsQ. , 

Tho wbole of \ilia subj\!Ct Is tDO&t ab17' Wutratecl by CoIoee1 T--. 
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iI the deficiency of labourers were not supplied by more populous 
countries, this tendency would very much raise the price of 
labour. In proportion as these countries become populous, and 
land of a worse quality is taken into cultivation, the tendency 
to an incr;ease of capital diminishes; for the surplus produce 
remaining, after satisfying the wants of the existing population, 
mus\. Ilecessarily be in proportion to the facility of production, 
viz. t. the smaller number of persons employed in production. 
Although, then, it is probable that, under the most favourable 
circumstances, the power of production is still greater than that 
of l?opulation, it will not lon~ continue so; for the land being 
limited in quantity, and diffenng in quality, with every increased 
portion of capital employed on it there will be a decre3licd rate 
of production, whilst the power of population continues always 
the same. 

In those countries where there is abundance .of fertile land, 
but where, from the ignorance, iadolence, and barbarism of the 
inhabitants, they are exposed to aa the evils of want and famine, 
and where it has been said that population presses against the 
means of subsistence, a very different remedy should be applied 
from that which is necessary in long settled countries, where, 
from the diminishing rate of the supply of raw produce, all the 
evils of a crowded population are eXperienced. ,# In the one case, 
the evil proceeds from bad government, from the insecurity of 
property i and from a want of education in all ranks of the people. 
To be made happier they requir~ only to be better governed 
and instructed, as the augmentation of capital, beyond the 
augmentation of people, would be the inevitable result. No 
increase in the population can be too great, as the powers of 
production are still greater. In the other case, the population 
increases faster than the funds required for its support. Every 
exertion of industry, unless accompanied by a duninished rate 
of increase in the population, will add to the evil, for production 
cannot keep pace with it. 

With a popUlation pressing 'against the means of subsistence, 
the only remedies are either a reduction of ~eople or a more 
rapid accumulation a capital. In rich countf1€S. where all the 
fertile land is already cultivated, the latter remedy is neither 
very practicable nor very desirable, because its etIort would be, 
iI pushed very far, to render all classes equally poor. But in 
poor countries, where there are abundant means of production 
in store, from fertile land not yet brought into cultivation, it is 
the only safe and efficacious ,means of .removing the evil, 
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particularly as ita effect would be to elevate all classes of the 
people. 

The friends of humanity cannot but wish that in aU countries 
the labouring classes should have a taste for comforts and 
enjoyments, and that they should be stimulated by aU legal 
means in their exertions to procure them. There cannot be a 
better security against a superabundant population. In those 
countries where the labouring classes have the fewest wants, 
and are contented with the cheapest food, the people are exposed 
to the greatest vicissitudes and miseries. They have no place 
of refuge from calamity; they cannot seek safety in a lower 
station; they are already so low that they can fall no lower. 
On any deficiency of the chief article of their subsistence there 
are few substitutes of which they can avail themselves and 
dearth to them is attended with almost all the evils of 
famine. 

In the natural advance of IIOciety, the wages of labour willI 
have a tendency to fall, as far as they are regulated by supply' 
and demand; for the supply of labourers will continue to 
increase at the same rate, whilst the demand for them will 
increase at a slower rate. If, for instance, wages were regulated 
by a yearly increase of capital at the rate of 2 per cent., they 
would faU when i~'1LCCumulated only at the rate of 11 per cent. 
They would faU still lower when it increased only at the rate 
of I or 1 per cent., and would continue to do so until the capital 
became stationary, when wages also would become stationary, 
and be only sufficient to keep up the numbers of the actual 
popUlation. I say that, under these circumstances, wages 
would fall if they were regulated only by the supply and demand 
of labourers; but we must not forget that wa~es are also 
regulated by the prices of the commodities on .which they are 
expended. 

& popUlation increases, these necessaries will be constantly 
rising in price, because more labour will be necessary to produce 
them. If, then, the money wages of labour should faU, whilst 
every commodity on which the wages of labour were expended 
rose, the labourer would be doubly affected, and woulrl be soon 
: totally deprived of subsistence. Instead, therefort~; of the 
money wages of labour falling, they would rise; but they would 
'not rise sufficiently to enable the labourer to purchase as many 
comforts and necessaries as he did before the rise in the price 
of those commodities. If his annual wages were before £24, or 
lix quarters of com when the price was £4 per quarter, be would 
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probably receive only the value of five quarters when com rose 
to £5 per quarter. But five quarters would cost £25; he would, 
therefore, receive an addition in his money wages, though with 
that addition he would be unable to furnish himself with the 
same quantity of com and other ,commodities which he had 
before consumed in his family, 

Notwithstanding, then. that the labourer would be really 
worse paid, yet this increase in his wages would necessarily 
diminish the profits of the manufacturer; for his goods would 
sell at no higher price, and yet the expense of producing them 
would be increased. This, however, will be considered in our 
examination into the principles which regulate profits. 

It appears, then, that the same cause which raises rent, 
namely, the increasing difficulty of J?1'oviding an additional 
quantity of food with the same proportional quantity of labour, 
yvill also raise wages; and therefore, if money be of an unvarying 
,'value, both rent and wages will have a tendency to rise with the 
progress of wealth and population. 

But there is this essential difference between the rise of rent 
and the rise of wages. . The rise in the money value of rent is 
accompanied by an increased share of the produce; not only 
is the landlord's money rent gr~ter, but his com rent also; he 
will have more com, and each defined measure of that com will 
exchange for a greater quantity of all other goods which have 
not been raised in yalue. The fate of the labourer will be Jess 
happy; he will receive more money wages, it is true, but his 
com wages will be reduced; and not only his command of com, 
but his general condition will be deteriorated, by his finding it 
more difficult to maintain the market rate of wageS above their 
natural rate. While the price of com rises 10 per cent., wages 
will always rise less than 10 per cent., but rent will always rise 
more; the condition of the labourer will generally decline, and 
that of the landlord will always be improved. 

When wheat was at £4 per quarter, suppose the labourer's 
wages to be £24 per annum, or the value of six quarters of wheat, 
and suppose half his wages to be expended on wheat,'and the 
other half, or l.u, on other things. He would receive :' 

[24 14$. } {l4 4$. 84. } '{$.83 quarters. 
£'" lOS. wheu wheat £4 lOS. or t~ ,.66 quarten.: 
£,,6 81. was at £4 166. value of ,.so quarten. 
£21 81. 64. £, #. 104. s.33 q~ 

He would receive these wages to enable him to live just &l 

wen, and no better# than before j tor when com was at, ~ 
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~r quarter, he would expend for three quarters of com, At 
~4 per quarter • • • • • • • {.I 2 

md OD other things '. £12 

£24 
When wheat was £4 41. M., three quarters, which'he and his 
family consumed, would cost him , • ~ £12 141. 
~ther things not altered in price ' £12 

When at £4 lOS., three quarters of wheat would cost 
~d other things • • • • • • 

When at £4 161., three quarters of wheat 
fther things • • • • • 

---"", 

£X3 lOS. 

£12 

£25 lOS. 

£14 Ss. 
£12 
{,26 Ss. 

When at £5 a', lOll., three quarters of wheat would 
cost , £15 81. 6tl. 
nther things • £12 

£27 Ss. 6tl. 

In proportion as com became dear, he would receive less com 
wages, but his money wages would always increase, whilst hi. 
enjoyments, on the above supposition, would be precisely the 

I same. But as other commodities would be raised in price in 
proportion as raw produce entered into their composition, he 
would have more to pay for some of them. Although his tea, 

~
ugar, soap, candles, and house rent would probably be no 
earer. he would pay more for his bacon, cheese, butter, linen, 
hoes, and cloth; and therefore, even with the above increase 
'f wages, his situation would be comparatively worse. But it 
:'~ay be said that I have been considering the effect of wages on 
price on the supposition that gold, or the metal from which 
money is made, is the produce of the counuy in which wages 
varied; and that the consequences which I have deduce4 agree 
little with the actual state of things, because gold ill a metal 
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of foreign production. The circumstance, howeve~ of gold 
being a foreign production will not invalidate the truth of the 
argument, because it may be shown that whether it were 
found at home, or were imported from abroad, the effects 
ultimately, and, indeed, immediately, would be the same. 

When wages rise it is generally because the increase of wealth 
and capital have occasioned a new demand for labour, which will 
infallibly be attended with an increased production of commo­
dities. To circulate these additional commodities, even at the 
same prices as before, more money is required, more of this 
foreign commodity from which money is made, and which can 
only be obtained by importation. Whenever a commodity is 
required in greater abundance than before, its relatiye value 
rises comparatively with those commodities with which its 
purchase is made. If more hats were wanted, their price would 

"rise, and more gold would be given for them. If more gold, 
were required, gold would rise, and hats would fall in price, as, 
a greater quantity of hats and of all other things would thenr 
be necessary to purchase the same quantity of gold. But in, 
the case supposed, to say that commodities will rise because 
wages rise, is to affi.rm a positive contradiction; for we, first~ 
say that gold will rise in relative value in consequence of demand), 
and, secondly, that it will fall in relative value because price~ 
will rise, two effects which are totally incompatible with eacli 
other. To say that commodities are raised in price is the same 
thing as to sar that money is lowered in relative value; for it i~ 
by commoditIes that the relative value of gold is estimated. 
If, then, all commodities rose in price, gold could not come from 
abroad to purchase those dear commodities, but it would go 
from home to be employed with advantage in purchasing the 
comparatively cheaper foreign commodities. It appears, then" 
that the rise of wages will not raise the prices of commodities, 
whether the metal from which money is made be produced at 
home or in a foreign country. All commodities cannot rise 
at the same time without an addition to the quantity of money, 
This addition could not be obtained at home, as we have already 
shown; nor could it be imported from abroad. To purchase; 
any additional quantity of gold from abroad, commodities &~ 
home must be cheap, not dear. The importation of gold, ano. 
a rise in the price of all home-made commodities with which gold 
is purchased or paid for, are effects absolutely incompatible. 
The extensive use of paper money does not alter this question, 
for paper money conforms, or ought to conform, to the value 
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101 ~o1d, and therefore its v8lue is influenced by such causes onI) 
a. Influence the value of that metal. 

These, then, are the laws by which wages are regulated, &n( 
by which the happiness of far the greatest part of every com· 
munity is governed. Like aU other contra~~s, wages shaule 
be left to the fair and free competition of the market, and shoulC 
never be controlled by the interference of the legislature. 

The clear and direct tendency of the poor laws is in direc1 
opposition to these obvious principles: it is not, as the legislaturE 
benevolently intended, to amend the conditioll of the poor, bU1 
to deteriorate the condition of both poor and rich; Ulstead oj 
making the poor rich, they are calculatec: to make the rich poor ; 
and whilst the present laws are in force, it is quite in the natural 
order of thingS' that the fund for the maintenance of the poOl 
should progressively increase till it has absorbed all the net 
\-cvenue of the country, or at least so much of it as the state 
'shall leave to us, aiter satisfying its own never-failing demands 

~
or the public expcnditure.1 

This pernicious tendency of th ~e laws is no longer a mystery, 
since it bas been fully developed by the able band of Mr. Malibus j 

nd every friend to the poor must ardently wish for their 
fbolition. Unfortunately, however, they bave been so long 
~stablished, and the habits of the poor have beeD' so formed 

E
Pon their operation, that to eradicate them with safety from 
ur political system requires the most cautious and skiHul 
anagement. It is agreed by aU who are most friendly to a 

repeal of these laws that, if it be desirable to prevent the most 
overwhelming distress to those for whose benefit they were 
erroneously enacted, their abolition should be effected by the 
most gradual steps. 

It is a truth which admits not a doubt that the comforts and 
wen-being of the poor cannot be permanently secured without 
some regard on their part, or some effort on the part of the 
legislature, to regulate the increase of their numben, and to 
render less frequent among them early and improvident 
marriages. The operation of the system of poor laws has been 
lirectly contrary to this. They have rendered restraint super-

I With Mr. Buchan .... In the following passage, if it refen to temporary 
.tates of misery, J so far agree, that" the great evil of the labourer's coo­
hUOD is poverty arising eitber from a scarcity of food 01' of work; and 
o all countries laws without Dumber have been enacted for his ",lief. 
But there are miseries in the lOCIaI state which \egis1atioo. eannot reIi .. ft; 
lod it is useful tberefore to know its limits, that we may Dot, by aiminli at 
"hat Is impracticable, miss the ccod which is naIIy in our po .... -
3ucbaaan. p. 61. 
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Buous, and have invited imprudence, by offering it a portion of 
the wages of prudence and industry" . 

The nature of the evil points out the remedy. By gradually 
contracting the sphere of the poor laws; by impressing 011 the 
poor the . value of independence, by teaching them that they 
must look not to systematic or casual charity, but to their own 
exertions for. support, that prudence and forethought are 
neither unnecessary nor unprofitable virtues, we shall by degrees 
approach a sounder and more healthful state. 

No scheme for the amendment of the poor law, merits the 
least attention which has not their abolition for its ultimate 
object; and he is the best friend of the poor, and to the cause 
of humanity, who can point out how this end can be attained 
with the most security, and at the same time with the least 
violence. It is not by raising in any manner different from the.' 
present the fund from which the poor are supported that the; 
evil can be mitigated. It would not only be no improvementJ 
but it would be an aggravation of the distress which we wishi 
to see removed, if the fund were increased in amount or were 
levied according to some late proposals, as a general fund from 
the country at large. The present mode o~ its collection and 
application has served to mitigate its pernjclous effects. Each 
parish raises a separate fund for the support of its own poor. 
Hence it becomes an object of more interest and more practica 
bility to keep the rates low than if one general fund were raise( 
{or the relief of the poor of the whole kingdom. A parish it 
much more interested in an economical collection of the rate, 
and a sparing distribution of relief, when the whole saving will 
be for its own benefit, than if hundreds of other parishes were 
to partake of it. 

It is to this cause that we must ~cribe the fact of the poor 
laws not having yet absorbed all the net revenue of the country; 
it i$ to the rigou: with which they are applied that we are 
indebted for their not having be~me overwhelmingly oppres-

• The progress of knowledge manifested upon this lIubjed: iD tbe House 
of Commons since 1796 bas bappily not been very &maD, lIS may be _ .. 
by contrasting tbe late report of the comaultee on tbe poot' 'awl and tbe 
following sentin\ents of Mr. Pitt in that year: .. Let WI," said be, .. make 
relief in eases where there are a number of children a matter of rigbt and 
bonour, instead of a ground 01 0fProbnUlD and contempt. This ""II make 
a large fowily a blessing and 110 a cune; and this will draw a proper lino 
of di.tinctioa between tbose who are able to provide foe themselves bj 
tbeir labour, and those who, aftet baving enricbed their country witb I... 
number of children, have a elaJrn upon its assistance for $Uppon. w_ 
Hansard's p,.,liammJiUy HuIory, vol. xuu. p. 710. 
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:,e. If by law every human being wanting support could be 
lie to obtain it, and obtain it in such a degree as to make life 
wierably comfortable, theory would lead us to,expect that all 
e~er taxes together would be light compared with the single 
are of poor rates. The principle of gravitation is not more 
lartain than the tendency of such laws to change wealth and 
pt!wer into misery and weakness; to call away the exertions of 
\:oluur from every object, except that of providing mere su~ f ~ence; to confound all intellectual distinction; to busy the 
1I.f1d continually in supplying the body's wants; until at last 
sut classes should be infected with the plague of universal 
t\ ..... erty. Happily these laws have been in operation during a 
tl,pod of progressive prosperity, when the funds for the main­
;'~ t'UUlce of labour have regularly increased, and when an increase 
t. !populaticn would be naturally called for. But if our progress 
to.ould become more slow; if we should attain the stationary 
.>~te. from which I trust we are yet far distant, then will the 
~ emicious nature of these laws become more manifest and 
'141anningj and then, too, will their removal be obstr.Jcted by r y additional difficulties. , 



CHAPTER VI 

ON PROFITS 

THE profits of stock, 'in different employments, having bE 
shown to bear a proportion to each other, and to have a tendet~ 
to vary all in the same.degree and in the same direction1e 

remains for us to consider what is the cause of the perman/~ 
vlj.riations in the rate of profit, and the consequent perman!. 
alterations in the rate of mterest. ~ , 

We have seen 'that the price 1 of corn is regulated by t~<" 
quantity of labour necessary to produce it, with that porti,t 
of capital which pays no rent. We have seen, too, that r" 

manufactured commodities rise and fall in price in proportio' 
as more or less labour becomes necessary to their productior' 
Neither the farmer who cultivates that quantity of land wlu~ 
regulates price, nor the manufacturer who manufactures goodJ 
sacrifice any portion of the produce for rent: The whole valu& 
of their commodities is divided into two portions only: on/, 
constitutes the profits of stock, the other the wages of labour. [,. 

Supposing corn and manufactured goods always to sell at th 
same price, profits would be high or low in proportion as wag~ 
were low or high. But suppose corn to me in price becaust1 
more labour is necessary to produce it; that cause will not raise' 
the price of manufactured goods in the production of which n~ 
additional quantity of liDour is required. II, then, wages COM 
tinued the same, the profits of manufactu!lTS would remain the 
samel but if, as is absolutely certain, wages should rise witl,; 
the nse of corn, }hen their profits would necessarily fall. f 

If a manufacturer always sold his goods for the same money] 
for {,IOOO, for example, his profits would depend on the price, 
of the labour necessary to manufacture those goods. His profitSj 
would be less when wages amounted to £800 than when he paid! 
only £600. In proportion then as wages rose would profits fall; 
~ut if the price of raw produce would increase, it may be asked 

• The reader Is desIred to bear In mind that, for the p~ ." making 
the subject more clear, 1 c:oIlSldec money to be invariable in value, and 
therefore every vanatiol\ of price to be referable eo as alteration ill the 
value ot the commodity. 

64 
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whether the farmer at least would not have the same rate of 
profits, although he should pay an additional.um for wages? 
Certainly not: for he will not only have to pay, in common 
with the manufacturer, an increase of wages to each labourer he 
employs, but he will be obliged either to pay rent, or to employ 
"n additional number of labourers to obtain the same produce; 
:and the rise in the price of raw produce will be proportioned ry to that rent, or that additional number, and will not 

mpensate him for the rise of wages. . 
If both the manufacturer and farmer employed ten men, on 

wages rising from £24 to b5 per annum per man, the whole 
sum paid by each would be £2 SO instead of £240. This is, how­
ever, the whole addition that would be paid by the manufao­
turer to obtain the same quantity of commodities; but the 
farmer on new land would probably be obliged to employ an 
additional ruan, and therefore to pay an additional sum of £25 
for wages; and the farmer on the old land would be obliged to 
pay pr~cisely the same additional sum of £25 for rent; without 
which additional labour corn would not have risen nor rent 
hlwe been increased. One will therefore have to pay £:75 for 

ages alone, the other for wages and rent together; each b 5 
ore than the manufacturer: for this latter b5 the farmer is 
mpensated by the addition to the price of raw produce, and 
erefore his profits stiII conform to the profits of the manu­
cturer. As this proposition is important, I will endeavour 
ill further to elUCidate it. 
We have shown that in early stages of society, both the Iand­
rd's and the labourer's share of the "mIMI of the produce of 

,he earth would be but small; and that it would increase in 
'Iroportion to the progress of wealth and the difficulty of pro­
. unng food. We have shown, too, that although the value of 
: he lAbourer's portion wiII be increased by the high value of 
'~' his real share will be diminished; whilst that of the land­
I rd will not only be raised in value, but will also be increased 
\ quantity. 
I The remaining quantity of the produce of the land, after the 
: dlord and labourer are paid, necessarily belongs to the farmer, 
II 'Ii.. constitutes the profits of his stock. But it may be alleged, 
I r '. ~ though, as sOCIety advances. his proportion of the whole 
~ I· :Uce will be diminished. yet as it will rise in value, he, as 

~f the landlord and labourer, may. notwithstanding, receive 
; . ~er value. 

~'Y be said, for example. that when com rose from £4~. 
,~ , 
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£10, the t80 quarters obtaine4 from the best land would sell for! 
£ISOO instead of £720; and, therefore, though the landlord andl 
labourer be proved to have a greater value for rent and wages, 
still the value of the farmer's profit might also be augmented. 
This, however, is impossible, as I shall now endeavour to show. 

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

It has be~n already remarked, that if the labour of ten me 
will, on land of a. certain quality, obtain ISO quarters of wheat 
and its value be £4 per quarter, or £720; and if the labour a 
ten additiona.1 men will, on the same or any other land, produce I 
only 170 quarters in addition, wheat would rise from £4 tol 
£44$. Stl. j for 170 : 180 : : £4 : £4 4$. 8tl. In other words, as forl 
the production of 170 quarters the labour of ten men is neces-l 
sary in the one case, and only that of 9.44 in the other, the rise 
would be as 9.44 to 10, or as £4 to £4 45. Sd. In the same 
manner it might be shown that, if the labour of ten addition'}l 
Il.len would only. produce 160 quarters, the price would further 
nse !O £4 lOS. j if ISO, to £4 16.s., etc., etc. 

But when 180 quarters were produced on the land paying 
no rent, and its price was £4 per quarter. it is sold 
for. • • • • • • . • • £72 

And when 170 quarters were produced on the land paying J 
no rent, and the price rose to £4 4$. Sd., it still sold 
for. • • • • • • • • 72 

So 160 quarters at £4 lOS. produce • • • • 7". 
And ISO quaxters at £4 16$. produce the same sum of. 7l!t 

Now, it is evident that if, out of these equal values, th~ 
farmer is at one time oblig<.d to pay wages regulated by thJ 
price of whea~ at £4, and at other times at higher prices, thl 
rate of !tis profits will diminish in proportion to the rise in thl 
price of corn. . 

In this case, therefore, I think it is clearly demonstrated th 
a rise in the price of corn, which increases the money wages 
the labourer, diminishes the money value of the fanner's profi 

But the case of the farmer of the old and better land will be 
no way different; he also will have increased wages to pay, 1", 

will never retain more of the value of the produce, however f,. , 
may be its price, than £720 to be divided between himseU art- ~1 • 
always equa.1 number of labourers; in proportion therefting 
they get more, he must retain less. J.. a~cI 

When the price of corn was at £4, the whole ISo S' I ~ I 
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Jbelonged to the cultivator. and he sold it for £720, When com -
)-ose to £4 14$. 8d., he WII4 obliged to pay the value of ten quart ~ 
"out of his 180 for rent, consequently the remaining 170 yieJde.! 
"'him'no more than £720: when it rose further to £.4 lOS., he paid 
twenty quarters, or their value, for rent. and consequently only 

: 'retained 160 quarters, which yielded the llame sum of £720. 
I I It will be seen, then. that whatever rise may take place in the 

\>rice of com, in consequence of the necessity of employing more 
eabour IUld capital to obtain a given additional quantity of 

() )roduce, sue!) rise will always be equalled in value by the 
'~ditional ren\ or additional labour employed; so that whether 
~ 'Com seUs for £4, £4 10.1'., or £s t.i'. lod., the fanner will obtain 
P~or that which remains to him, after paying rent, the same real 
Plvalue. Thus we see that whether the produce belonging to the 
'''fanner be 180, 170, 160, or 150 quarters, he always obtains the 
~same sum of £720 for it; the price increasing in an inverSe 
~ proportion to the quantity. 
1 Rent, then, it appears, always falls on the consumer, and never 

'~~n the farmerj for if the produce of his farm ;;hould uniformly 
~)f~~ 180 quarters, with the rise of price he would retain the value 
I .1: a less quantity for- himself, and give the value of a larg(ll' 
~c1~uantity to his landlordj but the deduction would be such as to 
l'('~ve him always the same lium of £720. 
J n r It will be seen toOl that, in all cases. the same SUM of £720 
(3')lust be divided between wages and profits. If the value of the 
O!)raw produce from the land exceed this value it belongs to 
t,_, tent, whatever may be its amount. If there be no excess,~· .' . 

:will be no rent. Whether wages or profits rise or fall, it is '<lis 
Ilium of £720 from which they must both be provided. On the 

· I, ,one hand, profits can never rise so high as to absorb so mllch 
"'''V1~f this £7~0 that enough will not be left to furnish the labourers 
.,.. with absolute necessaries; on the other hand, wages can never" 

• r rise so high as to leave no portion of this sum for profits. ) 
" Thus in every case, a~icultural as well as manufacturing 
!'I.tprofits are lowered by a flse in the price of raw produce, if it be 
'~accompanied by a rise of wages.l If the farmer gets ·no addi­

: ~tional value for the com which remains to him after paying 
l1{rent, if the manufacturer gets no additional value for the goods 

~f which he manufactures, and if both are obliged to pay a greater 
h • The reader Is aware that we are Il!aving out of our consideration the 

~ 
accidental variations arising from bad and good seasoQs, or from tbe 

· demand increasing « diminishing by any SUdden effect on the state of 
- po~ulation. We are speakioll of ~':j' natura.-~anct,. 4';1Stant. not of the 
· acadental anI! f1uduatlng, pn~ 01 tom: 
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{,x0, the 180 quarters obtained, from the best land would sell for t 
£1800 instead of £720; and, therefore, though the landlord and. 
labourer be proved to have a greater value for rent and wages'l 
still the value of the fanner's profit might also be augmented. 
This, however, is impossible, as I shall now endeavour to show. 

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

It has belln already remarked, that if the labour of ten me~ 
will, on land of a certain quality, obtain 180 quarters of wheat 
and its value be £4 per quarter, or £720; and if the labour 0 
ten additional men will, on the same or any other land, prOducej 
only 170 quarters in addition, whea.t would rise from £4 to 
fA 41· 8d.; for 170: 180 : : £4 : £4 41. 8d. In other words, as for 
the production of 170 quarters the labour of ten men u neces­
sary in the one case, and only that of 9.44 in the other, the rise· 
would be as 9.44 to 10, or as £4 to £4 45. 8d. In the same. 
manner it might be shown that, if the labour of ten additionaj 
~en would only. produce 160 quarters, the price would further 
nse 10 £4 lOS.; if ISO, to £4 16s., etc., etc. 

But when 180 quarters were produced on the land paying 
no rent, and its price was £4 per quarter, it iIJ sold 
for. • • • • • • . • • £72, 

And when 170 quarters were produced on the land paying I 
. no rent, and the price rose to £4 41. 8d., it still sold 

for. • • • • 72 
So 160 quarters at £4 lOS. produce • • • • 7' 
And 150 quaxters at £4 165'. produce the same sum of. 721 

Now, it is evident that if, out of these equal values, th, 
fanner is at one time obliged to pay wages regulated by thjJ 
price of wheat at £4, and at other times at higher prices, th 
rate of Iris profits will diminish in proportion to the rise in th 
price of com. . 

In this case, therefore, I think it is clearly demonstrated thj 
a rise in the price of com, which increases the money wages 
the labourer, diminishes the money value of the fanner's profi 

But the case of the fanner of the old and better land will be 
no way different; he also will have increased wages to pay, ~ 
will never retain more of the value of the produce, however ~ •. , 
may be its price, than £720 to be divided between himself arJ.'l , 
always equal number of labourers; in proportion thereft,n8 
they get more, he must retain less. J. a~d i 

When the price of com was at £4, the whole ISo ft. I 

67676 
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lbelonged to the cultivator, and he sold it for £720. When com 
]-ose to £44$. 8d., he was obliged to pay the value of ten quart·_·· 
'out of his ISo for rent, consequently the remaining 170 yieidt-i 
1Um-no more than £720: when it rose further to £4 lOS., he paid 
twenty quarters, or their value, for rent. and consequently only 
:retained 160 quarters, which yielded the same sum of £720. 
I It will be seen, then, that whatever rise may take place in the I 

, .,rice of com, in consequence of the necessity of employing more 
labour and capital to obtain a given additional quantity of 

'',;>roduce, sucl} rise will always be equalled in value by the 
'jdditional ren\ or additional labour employed; so that whether 
, 100m sells for £4, £4 lOS., or £s 2&. lod., the farmer will obtain 
['!for that which remains to him, after paying rent, the same real 
P'value. Thus we see that whether the produce belonging to the 
'Y[armez be ISo, 170, 160, or 150 quarters, he always obtains the 
2same sum of £720 for it; the price increasing in an inverse 
,proportion to the quantity. 
i Rent, then, it appeanl, always falls on the consumer, and never 

: t"n the farmer; for if the produce of his farm.should uniformly 
. ,1;<lilI80 quarters, with the rise of price he would retain the value 
, ·f a less quantity for himself, and give the· value of a larg;Jl' 
t;'uantity to his landlord; but the deduction would be such as to 
't· ,eave him always the same sum of £720. 

In} It will be seen too, that, in all cases, the same sum of £720 
J .'}lust be divided between wages and profits. If the value of the 
o'Faw 'produce from the land exceed this value it belongs to 
I"lent, whatever may be its amount. If there be no excess,·' ,) ' .. 

:will be no rent. Whether wages or profits rise or fall, it is ~llis 
,! ~um of £720 from which they must both be provided. On the : 
'f:\me hand, profits can never rise so high as to absorb so ml'ch' 

... " f this £720 that enough will not be left to furnish the labourers, 
~ with absolute necessaries; on the other hand, wages can never' 
:' rise so high as to leave no portion of this sum for profits. f 
~ , Thus in every ease, a;;ricultural as well as manufacturing' 
""profits are lowered by Ii nse in the price of raw produce, if it be 

, , :;accompanied by a rise of wages.! If the farmez gets ·no addi­
" tiona! valu~ for the com which remains to him after paying , ,'n: rent, if the manufacturer gets no additional value for the goods 
.s.\which he manufactures, and if both are obliged to pay a greater 
)l • 
'l~' 'The reader IS aware that we are leaving out of our consideration tbe 
,1..,accidental variations arising from bad and good 5easous. or from the 
~ demand increasing or diminishing by any sudden effect on the state of 

"'~ population, We are speaking of t",r .. atun;.,.,~"~ant. not of the 
I accidental and duetuatlng, prier of eoro~--""",," . \ 1\ . 
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value in wages, can any point be more clearly established than ~ 
that profits must fall with a rise of wages? I. 

The farmer, then, although he pays no part of his landlord"!· 
rent, that being always regulated by the price of produce, and;'· 
invariably fallin~ on th,. consumers, has however a very decided'r. 
interest in keepmg rent low, or rather in keeping the natural 7. 
price of produce low. As a consumer of raw produce, and ofr· 
those things into which raw produce enters as a component part,'" 
he will, in common with all other consumers, be interested ire; 
keeping the price low. But he is most materuyly concernedC(' 
with the high price of com as it affects wages", With every~O 
rise in the price of com, he will have to pay, out of an equal/or 
and unvarying sum of £720, an additional sum for wages to theh 
ten men 'whom he is supposed constantly to employ. We have! e 
seen, in treating on wages, that they invariably rise with the \ f 

rise in the price of raw produce. On a basis assumed for the ~a' 
purpose of calculation, page 58, it will be seen that if when ~e' 
wheat is at £4 per quarter, wages should be £24 per annum, f 

I. •. 4.. I. •. 4. [. 

When wheat Is at {: d :} wages would be {=i!i: '~72 
5 a 10 27 8 6 • 

Now, of the unvarying fund of £720 to be distributed betweel 
labourers and farmers, \ ~-

l •. 4. . l I. 4. ~ •. 4 ~: 
When the {: :;} the {!:;: =} the farmer {!73 : ~ ~ : 

price of 4 10 0 labourers 25S 0 0 will 465 0 c; , 
wheat is at 4 16 0 'IViII receive 264 CI 0 receive 456 CI 0 t 

5 a 10 274 5 0 445 IS ~ t 
! 

1 The 180 quarters of com would be divided i~ the foUowinlf proporUomj 1 
between landlords, tarmers, and labourers, with the ahove-named val'la1 • 

~ tion. ia the value of com. I 
• Price per qr. Rent. Profit. Wages.. Total. 1.1 

I. s. 4. In Wheat. In Wheat. In Wheat. . tl 
4 0 0 None. 120 qrs. 60 qra. } . ; 
4 4 8 10 qrs. nr., 58., j 
4 10 CI flO 103'4 56.6.. ,ISo J 

4. 16 0 30 95 S5 Ib 
S 2 10 40 86·1 53·3 t 

and, under the same circumstances, money rent, wages, and prolit would.' ; 
be 2S follow.: c ~ . I 
Price per or. Rent. PrOlit. Wages. Total. ct I" 

, •. ~. 1. •. 4. , •. tI. 1.,.4. , •. d.i' 
4 0 0 None. 480 0 CI 240 CI 0 720 0 0 •. 
4 4' 42 1 6 473 0 0 1147 CI CI 762 1 6 
4 10 CI 1; 0 0 ~'\. 0 0 1155 0 0 810 0 0 \ 

. 4 16 0 I •. llj d\.. 456" 0 0 264 0 0 864 0 0 
\ 5 II 10 }'3 4 ~~ 15 0 ....... 274 S 0 92 S 13. of 
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~ f And supposing that the original capital of the farmer was £3000, 
~the profits of his stock being in the first instance £480, would be 
"at the rate of 16 per cent. When his profits fell to £473. they 
~'llwOUld be at the rate of 15·7 per cent. 

~ £46S···.. 15·S 
~ £4S6..... IS·' 
I £44S..... 14·8 

I But the FaU of profits will fall still more, because the capital 
pf the farmer, it must be recollected, consists in a ~t measure 
of raw produce, such as his com and hay-ricks, his unthreshed 
wheat and barley, his horses and cows, which would all rise in 

• price in consequence of the rise of produce. His absolute 
(. profits would faIl from £480 to £445 ISS.; but if, from the cause 
\1 which I have just stated, his capital should rise from £3000 to 
t, £3200, the rate of his profits would, when com was at £5 lIS. 104., 
~ be under 14 per cent. 
~ If a manufacturer had also employed £3000 in his business, he 
~ would be obliged, in consequence of the rise of wages, to increase 
, his capital, in order to be enabled to carry on the same business. 

j. If his commodities ~old before for £720 they would co~tinue to 
sell at the same pnce; but the wages of labour, which were 

( before £240, would rise, when com was at £5 2S. 104., to £274 SS. r In the first case he would have a balance of £480 ~ yrofit on 
.. £3000, in the second he would have a I?rofit only of £445 ISS., 
: on an increased capital, and therefore hIS profits would conform 
~o the altered rate of those of the farmer. • 
\ ThE're are few commodities which are not more or less affected 

~ ,n their price by the rise of raw produce, because some raw 
'( 'naterial from the land enters into the composition of most 
I ,~mmodities. Cotton goods, linen, and cloth will all rise in 
, price with the rise of wheat; but they rise on account of the 
, ~ater quantity of labour expended on the raw material from 
, l"'hich they are made, and not because more was paid by the 

',' flanu!acturer to the labourers whom he employed on those 
'j ~ I)mmoditi~. 
; I In all cases, commodities rise because more labour is expended 

" \ ,'0 them, and not because the labour which is expended on them 
.1 :s at a higher value. Articles of jewellery, of iron, of plate, and 
;:;)f copper, would not rise, because none of the raw produce from 
( the surface of the earth enters into their compositlon. 
:J It may be said that I have taken it for granted that money 
, : .wages would rise with a rise in the price of raw produce, but ,,\ . . 
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that this is by no means a necessary consequence, as the labourer~ 
may be contented with fewer enjoyments. It is true that the' 
wages of labour may previously have been at a high level, and: 
that they may bear some reduction. If so, the fall of profi~ 
will be checked; but it is impossible to conceive that the money 
price of wages should fall or remain stationary with a gradually; 
increasing price of necessaries; and therefore it may be takeq' 
for granted that, under ordinary circumstances, no permanen~ 
.rise takes plaee in the price of necessaries without occasiOning) 
or having been preceded by, a rise in wages. 

The effects,produced on profits would have been the same, 0.\ 
nearly the same, if there had been any rise in the price of thos~ 
other necessaries, besides food, on which the wages of labour are, 
expended. The necessity which the labourer would be under oll 
paying an increased price for such necessaries would oblige him, 
to demand morc wages; and whatever increases wages, neces1 
sarily reduces I-rofits. But suppose the price of silks, veivets,1 
furniture, and any other commodities, not required by the! 
labourer J to rise in consequence of more labour being expendedt 
on them, would not that affect profits? Certainly not: for 
nothing can affect profits but a rise in wages; silks and velvets 
are not consumed by the labourer, and therefore cannot taisel 
wages. 

It is to be understood that I am speaking of profits generally. 
I have already remarked that the market price of a commodity 
may exceed its natural or necessary price, as it may be produced' 
in less abundance than the new demand for it requires. This .. 
however, is but a temporary effect. The h~h profits on caPital' 
employed in producing that commodity will naturally attrae 
capital to that trade; and as soon as the requisite funds ar 
supplied, and the quantity of the commodity is duly increaseo~ 
its price will fall, and the profits of the trade will conform to thq 
general level. A fall in the general rate of profits is by no mean1 
incompatible with a partial rise of profits JD particular emploYI 
ments. It is through the ineqUality of profits that capital ~ 
moved from one employment to another. Whilst, then, genen( 
profits are falling, and gradually settling at a lower level q 
consequence of the rHie of wages, and the increasing difficu!l' 
of supplying the increasing po(>ulation with necessaries, th~. 
profits of the farmer may, for an mterval of some little duration \ 
be above the former level. An extraordinary stimulus may tJ 
also given for a certain time to a particular branch of fore~ 
and colonial trade; but the admission of this fact by no meaIlf

j 
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invalidates the theory, that profits depend on bigb or low 
wages, wages on the price of necessaries, and the price of neces­
saries chiefly on the price of food, because all other requisites 
may be increased almost without limit. 

It should be recollected that prices always vary in the market, 
and in the first instance, through the comparative state of 
,demand and supply. Althougb cloth could be furnished at 401. 

!per yard, and give the usual profits of stock, it may rise to 
60S. or 80S. from a general change of fashion, or from any other 
cause which should luddenly and unexpectedly increase -the 
demand or diminish the supply of it. The makers of cloth will 
for a time have unusual profits, but capital will naturally flow 
to that manufacture, till the supply and demand are again at 
their rair level, when the price of cloth will again sink to 40$., 
its natural or necessary price. In the same manner, with every 
increased demand for corn, it may rise so high as to afford more 
than the general profits to the farmer.' If there be plenty, of 
frrtile land, the price of com will again fall to its former stan­
dard, after the requisite quantity of capital has been employed 
in producing it, and profits will be as before; but if there be 
not plenty of fertile land, if, to produce this additional quantity, 
more than the usual quantity of capital and labour be required, 
com will not fall to its former level. Its natural price will be 
raised, and the farmer, instead of obtaining permanently larger 
profits, will find himself obliged to be satisfied with the dimin­
IShed rate which is the. inevitable consequence of the rise of 
wages, produced by the rise of neceSsaries. . 

The natural tendency of profits then is to fall; for, in the 
progress of society and wealth, the additional quantity of food 
required is obtained by the sacrifice of more and more labour. 
This tendency, this gravitation as it were of profits, is happily 
checked at repeated intervals by the improvements in machinery 
connected With the production of necessaries, as well as by 
discoveries in the SClence of agriculture, which enable us to 
relinquish a ~ortion of labour before required, and therefore to 
lower the pnce of the prime necessary of the labourer. The 
rise in the plice of necessaries and in the wages of labour is, 
however, limited; for as soon as wages should be equal (as in 
the case formerly stated) to £720, the whole receipts of the 
farmer, there must be an end of accumulation; for no capital 
can then yield any profit whatever, and no additional labour 
can be demanded, and consequently population will have 
reached its hi~hest point. Long, in<leed, before this period, 
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the very low rat~ of profits will have arrested all accumulation, 
and almost the whole produce of the country, after paying the 
labourers, will be the property of the owners of land and the 
receivers of tithes and taxes. 

Thus, taking the former very imperfect basis as the groundl1 
of my. calculation, it would appear that when com was at £2Q 
per quarter, the whole netlfme of the country would belom! 
to the landlords, for then t same quantity of labour that w~ 
originally necessary to pro ce 180 quarters would be necessary 
10 produce 36; since £20 : £4 : : ISo : 36. The farmer, then, 
who produced 180 quarters (if any such there were, for the old 
and new capital employed on the land would be' -so blended 
that it could in no way be distinguished), would sell the 

180 qrs. at [20 per qr. or. • • • '.' £3600 
the value of 144 qrs. {to landlord for rent, being the difference } 8880 

between 36 and 180 qrs. 

36 qrs. 
the value of 36 qrs. to labourers, ten in Dumber 

leaving nothing whatever for profit. 
1 bave supposed that at this price of {.ao the labourers would continue to 

consume three quarters each per annum, or £60 
. And that on the other commodities they would 

expend ta 

\ - 72 for each labour«. 
And therefore ten labourers would oost {.7110 per annum. 

In all these calculations I have been desirous only to elucidate 
the principle, and it is scarcely necessary to observe that my 
whole basis is assumed at random, and merely for the purpose 
of exemplification. The results, though di1lerent in degree, 
would have been the same in principle, however accurately 
I might have set out in stating the di1lerence in the number of 
labourers necessary to obtain the successive quantities of com 
required by an increasing populatidn, the quantity consumed 
by the labourer's family, etc., etc. My object has been to 
simplify the suhject, and I have therefore made no allowance 
for the increasing price of the other necessaries, besides food, of 
the labourer; an increase which would be the consequence of 
the increased value of the raw materials from which they are 
made, and which would of course further increase wages and 
lower profits. . 

I have already said that long before this state of prices was 
become permanent there would be no mo~ for accumulation; 
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,YoT no one accumulates but with a view to make hlb.... ,',. 
. tion productive, and it is only when so employed that it v.-.. 
;, , lln profits. Without a motive there could be no accumulation, • 
l " and consequently such a state of priCeIJ never could take place • 
.. )lle farmer and manufacturer can no more live without profit 

\. ',. ,:han the labourer without wages. Their motive for accumula­
, ,,~ion will diminish with every diminution of profit, and will 
,', ' ,cease altogether when their profitAire so low as not to afford 
1.. jthem an adequate compensation for'\heir trouble, and the risk 
\'. ,which they must necessarily encounter in employing thfr 
j licapital productively • 
... ~ I must again observe that the rate of profits would fall much 
h ,more rapidly than I have estimated in my calculation; forthe 
; ~value of the produce being what I have stated it under the 
I dcircumstances supposed, the value of the farmer's stock would 
l ,.be greatly increased from its necessarily consisting of many of 
\"Ithe commodities which had risen in value. Before com could 
'" Fise from l4 to lu, his capital would probably be doubled in 
;, ~xchangeable value, and be worth £6000 instead of £3000. 
, tIf then his profit were {ISo, or 6 per cent. on his original capital, 
; rrofits would not at that time be really at a higher rat' than 

3 per cenL;' for £6000 at,3 per cent. gives £180; and on those 
wterms only could a new farmer with £6000 money in his pocket 
qenter into the farming business. 
1 Many trades would derive some advantage, more ,or less, from 
the same source. The brewer, the distiller, the clothier, the 
linen manufacturer, would be partly compensated for the 
,.diminution of their profits by the rise in the value of their stock 
iff raw and finished materials; but a manufacturer of hardware, 
.pt jewellery, and of many other commodities, as well as those 
cWhose capitals uniformly consisted of money, would be subject 
fO the whole fall in the rate of profits, without any compensation 
.fi'hatever . 
.I We should also ~ect that, however the rate of the profits 
"If stock might diminish in consequence of the accumulation of 
fpital on the land, and the rise of wages, yet that the aggregate 
,anount of profits would increas. Thus, supposing that, with 

~
.peatcd accumulations of £100.000, the rate of profit should 
I from 20 to 19, to 18, to 17 per cent., a constantly diminishing 

ate, we should expect that the whole amount of profits received 
')y those successive owners of capital would be always pro­
{ressive; that it would be greater when the capital was £200,000 
.ban when £100,000; still greater when £300,000; and so on, 
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..v. u - .t a diminishing rate, with every increase 0' 

:\'_~l: TlUs progression, however, is only true for a certaif 
hmej thus, 19 per cent. on [zoo,ooo is more than 20 or'" 
f.xoo,ooo; again, 18 per cent. on £300,000 is more than 19 pel ~ 
cent. on £200,000; but after capital has accumulated to a larg' 
amount, and profits have fallen, the further accumulatio, 
diminishes the aggregate of profits. Thus, suppose the accll 
mulation should be £I,OOO,ooo, and the profits 7 per cent., thl 
whole amount of profits will be £70,000; now if an addition oj' 

'£[fJo,OOO capital be made to the million, and profits should fal. 
~ to 6 per cent., £66,000 or a diminution of £4000 will be receive?! 
by the owners of stock, although the whole amount of stocid 
will be increased from £1,000,000 to £1,100,000. , 

There can, however, be no accumulation of capital so loni 
as stock yields any profit at all, without its yielding not onl} 
a.n increase of produce, but an increase of value. By employing 
£100,000 additional caP.ital, no part of the fonner capital wil~ 
be rendered less productIve. The produce of the land and labou. 
of the country must increase, and its value will be raised, no' 
only by the value of the addition which is made to the fonnel 
quantity of productions, but by the new value which is giver; 
to the whole produce of the land, by the increased difficulty o~ 
producing the last portion of it. When the accumulation of 
capital, however, becomes very great, notwithstanding this 
increased value, it will be so distributed that a less value than 
before will be appropriated to {>fofits, while that wbich is devoted 
to rent and wages will be mcreased. Thus with successiv, 
additions of boo,ooo to capital, with a fall in the rate of profits' 
from .20 to 19, to 18, to 17 1?er cent., etc., the productiOll! 
annually obtained will increase m quantity, and be of more thaI. 
the whole a,dditional value which the additional capital il 
calculated to produce. From [20,000 it will rise to more th~ 
£39,000, and then to more than £57,000, and when the capit7 
employed is a million, as we before supposed, if £100,000 mor ~ 
be added to it, and the aggregate of profits is actually lowe, 
than before, more than £6000 will nevertheless be added to tli 
rewnue of the country, but it will be to ~e revenue of th. 
landlords and labourers; they will obtain more than the addi 
tiona! produce, and will from their situation be enabled t4 
encroach even. on the fonner ga~ of the capitalist. Thwl 
suppose the pnce of com to be £4 per quarter, and that there/ 
fore, as we before calculated, of every £7.20 remaining to thi 
farmer after payment of his rent, £480 were retain~ by him' 
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Ind £'40 were paId to his labourers; when the price 1. ., . 
... r quarter, he would be obliged to pay his labouren £300 ana 
ctain only [420 for profits: he would be obliged to pay them 
:300 to enable them to consume the same quantity of nece:t­
aries as before, and no more. Now if the capital employed 
vere 80 large as to yield a hundred thousand times £1'0, or 
)2,000,000, the aggregate of profits would be. £48,000,000 
~hcn wheat was at £4 per quarter; and if by employing a 
arger capital 105,000 times £720 were obtained when wheat 
was at £6, or £75,600,000, profits would actually fall from 
~48,ooo~000 to £44,100,000 or 105,000 times £420, and w~es, 
lVould flse from £a4,ooo,ooo to £31,500,000. Wages would nse 
JCCause more IaboUTen would be employed in proportion to 
:apital; and each labourer would receive more money wages j 
but the condition of the labourer, as we have already Shown, 
would be wone, inasmuch as he would be able to colDDlADd a 
less quantity of the produce of the country. The only real 
~ainers would be the landlords; they would receive higher rents, 
first, because produce would be of a higher value, and secondly, 
hecause they would have a greatly increased PrQportion of that 
produce. . 

Although a greater value is produced, a greater proportion of 
wqat remains of that value, after paying rent, is CODSumed by 
the producen, and it is this, and this alone, which regulates 
I:lrofits. Whilst the land yields abundantly, wages may tem­
.. :\;arily rise, and the producen may consume more than their 
: ,~ustomed proportion; but the stimulus which will thus be 

.r, 110 to :>opulation will speedily reduce the. labouren to their 
/Usual consumption. But when poor lands are taken into culti­
Ivation, or when more capital and labour are expended on the 
'old land, with a less return of produce, the effect must be 
permanent. A greater proportion of that part of the produce 

,which remains to be divided, after paying rent, between the 
Iowners of stock and the labourers, will be apportioned to the 
\latter. Each man may, and probably will, have a less absolute 
fquantityj but as more labourers are employed in proportion to 
Jthe wbole produce retained by the farmer, the value of a greater 
wroportion of the whole produce will be absorbed by wage5, and· 
loonsequently the value of a smaller proportion will be devoted 
• to profits. This will necessarily be rendered permanent by the l law.. of nature, which have limited the productive powers of 
uhe land. 
~\ .. :qus..~JI.tTi¥e..M..1h.~,54UI!:. ~f\~".<;'~" ... hi<:~ ~~~-' 
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-".tempted to establish:-that in all countri~s, and ~, 

'times, profits depend on the quantity of labour requisite tl, 
provide necessaries for the labourers on that land or with tha\ 
capital which yields no rent. The effects then of accumulatior: 
will be different in different countries, and will depend chiefl); 
on the fertility of the land. However extensive a country rna)! 
be where the land is of a poor quality, and where the importa-' 
tion of food is prohibited, the most moderate accumulations oS 
capital will be attended with great reductions iIi the rate of; 
profit and a rapid rise in rent; and on the contrary a small butl 
fertile country, particularly if it freely permits the importation( 
of food! n;ay .acc~muhite a large stoelt of capital w~thout ~YI 
great diminution In the rate of profits, or any great mcrease m' 
th~ rent of land. In the Chapter on Wages we have endeav~ 
oured to show that the money price of commodities would not 
be raised by a rise of wages, either on the supposition that goldi 
~he sta~dard of money, was the prod~c~ of this count!)", o~ thai 
It was Imported from abroad. But if It were otherwISe, if thd 
prices of commodities were permanently raised by high wages~ 
the proposition would not be less true, which asserts that hig~ 
wages invariably affect the employers of labour by deprivin~ 
them of a portion of their real profits. Supposing the hatte~ 
the hosier, and the shoemaker each paid [Io more wages in th 
manufacture of a particular quantity of their commodities, an 
that the price of hats, stockings, and shoes rose by & sur"" 
sufficient to repay the manufacturer the £Xo; their situatj" 
'would be no better than if no such rise took place. If: 
hosier sold his stockings for luo instead of boo, his pr~ 
would be precisely the same money amount as before; but~~ 
he would obtain in exchange for this equal sum, one-tenth less 
of hats, shoes, and every other commodity, and as he could' 
with his former amount of savings employ fewer labourers at: 
the increased wages, and purchase fewer raw materials at thtj 
increased prices, he would be ,in no better situation than if hid 
money profits had been rea:1• ',minished in amount and every-l 
thing had remained at i4 ',"mer price. Thus, then, I havJ. 
endeavoured to show, first, (..:.At a rise of wages would not raisd ' 
the price of commodities, but would invariably lower profits! I 

and secondly, that if the prices of all commodities could bei ' 
raised, still the effect on profits would be the same; and tbat,l 
in fact, the value of the medium only in which prices and profits ' 
are estimated would be lowered. ' 



. CHAPTER VIl 

ON FOREIGN TRADE 

NO extension of foreign trade ~ill immediately increase the 
,unount of value in a country, although it will very powerfully 
contribute to increase the mass of. commodities, and therefore 
,he sum of enjoyments. As the value of all foreign goods is 
measured by the quantity of the produce of our land and labour 
which is given in exchange for them, we should have no greater 
value if, by the discovery of new markets, we obtained double 
;he quantity of foreign goods in'exchange for a given q\lantity 
,)f ours. If by the purchase of I', .!h goods to the amount of 
£rooo a merchant can obtain to. }lantity of foreign goods, 
which he can sell iD the English market for '£1200, he wi~1 
!obtain 20 per cent. profit by such an employment of his capital ; 
jbut neither his gains, nor the value of the commodiwes imported, 
• will be increased or diminished by the greater or smaller CJ.uantity 

pf foreign goods obt;ained. Whether, for example, he Imports 
Lwenty-t:ve or fifty pipes of wine, his interest can be no way 
hftected if at one time the twenty-five pipes, and at another 
~he fifty pipes, equally sell for £1200. In either case his profit .m be limited to boo, or 20 per cent. on his capital; an~ in 

'her case the same value will be imported into England. If 
• ,J fifty pipes sold for more than £1200, the profits of this 
individual merchant .would exceed the ~neral rate of profits, 
and capital would naturally flow into this advantageous trade, 
Lill the fall of the price of wine had brought everything to the 

· ,ormer level. 
, lIt has indeed been contended that the great profits which 
• ,re sometinles made by particular merchants in foreign trade 

Ivill elevate the general rate of profits in the country, an~ ":""".--; 
~he abstraction of capital from other employments, ~ #> .' • ~ 
'tit the new and beneficial foreign commerce, will r .... ~. ~ ~ 
'enerally, and thereby increase profits. It has l' ,', ,. '. I 
l"-gh authority, that less capital being necessar~ , . ~ .. ,._. 
fhe gro":"th of corn, to the f?&nufacture of cl~', • ~ .. ~ I .' . :"; 

rtc., while the demand continues the same, tl.,., ,! " "" 
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commodities will be so increased, that the fanner, batterl 
clothier, and shoemaker will have an increase of profits as wei' 
as the foreign merchant.1 ,1 

They who hold this argument agree with me that the profit~ I 

of di1Ierent employments have a tendency to confonn to on~ 
another; to adv~ce and recede together. Our variance con.' 
sists in this: They contend that the equality of profits will hi 
brought about by the general rise of profits; and I am of o\>ini0tdcJ 
that the profits of the favoured trade will.speedily subside 
the gen~rallevel. . ( . 

For, first, I deny that less capital will necessarily be devotee' 
to the growth of com, to the manufacture of cloth, hats, shoes: 
etc., unless the demand for these commodities be diminished! 
and if so, their price will not rise. In the purcbase Qf foreigr 
commodities, either the same, a larger, or a less portion of the! 
produce of the !ahd and labour of England wiU be employed} 
If the same portion be so employed, then will the same demanc! 
exist for cloth, shoes, com, and hats as before, and the sam~! 
portion of capital will be devoted to their production. If, illj 
consequence of the price of foreign commodities being cheaper J 
a less portion of the annual prodlll'e of the land and labour 0(., 
England is employed in the' :1:· .. .ie of foreign commodities, 
more will remain for the P'- . dlse of other things. If there be' 
a greater demand for hats, shoes, com, etc., than before, whic~ 
there may be, the consumers of foreign commodities having art 
additional portion of their revenue disposable, the capital is a1~ 
disposable with which the greater value of foreign commoditie~ 
was before purchased; so that with the increased demand fo" 
corn, shoes, etc., there exists also the means of procuring ar 
increased supply, and. therefore neither prices nor profits car, 
permanently rise. If more of the produce of the land an1 

, labour of England be employed in the purchase of foreign com 
modi ties, less can be employed in the purchase of other thin~ 
and therefore fewer hats, shoes, etc., will be required. At tb 
same time that capital is liberated from the production {' 

.,Ijhoes, hats, etc., more must be employed in manulacturin
l 

t 1 ::-: •• fommodities with which foreign commodities are pUl\ 
I\,J ~~. ,Apd. conseq~ently, in all cases the demand for forei~ 
r/l..i<~.~. ,t '.; ,~ommodlt1es together! as far as regards value,-( 
if' ' ,! -j f. ",re revenue and caii)1ta1 of the country. If OJ' 
"~ ~ .~ .. ) .; J>ther must diminish. If '~e quantity. of Wli\ 

.• change for the same quantity of Enghsh CQmi 

.' . '" i • I C;..., ~da'f <;m~th. book L chap. g. 
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I' f .jodities be doubled, the people of England can either ronsume 
~u -"uble the quantity of wine that they did before, or the same 
all tantity of wine and a greater quantity of English commodities. 
"!l1my revenue had been £1000 with which I purchased annually 
{... e pipe of wine for £100, and a certain quantity of English 
fOI mmodities for £900; when wine fell to £50 per pipe, I might 
tArdY out the Iso saved, either in the purchase of an additional 
N' Jpe of wine or in the purchase of more EngliSh commodities. 
..... I bought more wine, and every wine-drinker did the same, 
aH~e foreign trade would not be in the least disturbed; the same 
n, antity of English commodities would be exported in exchange 
b. r wine, and we should receive double the quantity, though 
f. pt double the value of wine. But if I, and others, contente' 

, tJ, rrselves with the same quantity of wine as i.efore, fewer 
nl ,{lglish commodities would be exported, and the wine-drinkers 

ight either consume the commodities which were before 
m t,Jorted, or any others for which they had an inclination. The 
1./;' pital required for their production would be supplied by the 
1lI,.:pitalliberated from the foreign trade. 
e(!' There are two ways in which capital may be accumulated; 
f.i,~ay be saved either in consequence of increased revenue or 
,. diminished consumption. If my profits' are raised from 

• ~'" 00 to £1200, while my expenditure continues the same, I 
.~ f1ulate annually £:100 more than I did before. If I save 
lin out of my expenditure, while my profits continue the same, 
. same effect will be produced; £:100 per annum will be added 
J .. t{Ily capital. The merchant who imported wine after profits 
w' oa been raised from 20 per cent. to 40 per cent., instead of 
~r I<Jlhasing his English goods for [xooo, must purchase them 
{.\ ..,('iSS7 2S. lod., still selling the wine which he imports in 
~ ti~;n for those goods for £1200; or, if he continued to purchase 
I , I . nglish goods for £1000, must raise the price f>f his wine 
{ ,,00; he would thus obtain 40 instead of 20 per cent. profit 
"', '~tl capital; but if, in consequence of the cheapness of all Ul\l 

fl' :1, \tdities on which his revenue was expended, hl' '.nd all 
"', . It tonsumers could save the value of £300 out of every £1000 
11. ' (.,-;(fore expended, they ~ould more efIectu~y add t? the 
~ :~j".a1th of the country;. m one case, tB~ savmgs w.,ud be 
!~, ' <~ conseGuence of an mcrease of revenue, in the other, in 
toE", f'nee of diminished expenditure. 
, T '::;~.v~introd~ction of machinery, the generality of the 

('()'!)' "f "'{"fitS ~~h re .... l't-;-~ended feU 20 per .cent. 
~ 1:JfI'czt-<.t '~'s.ave as efIectually as if my 

~ nl ~\,' 
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revenue had been raised 20 per cent.; but in one case the raL 
of profits is stationary, in the other it is raised 20 per cent.-I't\. 
by the introduction of cheap foreign goods, I can save 20 p: . 
cent. from my expenditure, the effect will be precisely the sarrl'r ' 
as if machinery had lowered the expense of their productioj u, 

but profits would not be raised. te,:, 
It is not, therefore, in consequence of the extension of ttl I', 

market that the rate of profit is raised, although such extensio, ",' 
may be equally efficacious in increasing the mass of comm, .,: 
dities, and may thereby enable us to augment the funds destine' I 

for the maintenance of labour, and the materials on whic\" 
labour may be employed. It is quite as important to the happ\,.< 
ness of mankind that our enjoyments should be increased b}.' 
the better distribution of labour, by each country producm;. ' 
those commodities for which by its situation, its climate, at) t • 

its other natural or artificial advantages it is adapted, and ~~,< 
their exchanging them for the commodities of other count::!~', I', 

as that they should be augmented by a rise in the rate of,profit. 'j' 
It has been my endeavour to sho.w throughout thIS wot, i, 

that the rate of profits can never be mcreased but by a fall ~':r 
wages, and that there can be no perm~ent fall o! wages but i~ 'J' 

consequence of a fall of the necessaries on which wages a,:" 
expended. If, therefore, by the extension of foreign tradc"i I" 
by improvements in machinery, the food and necessaries of t,,;, \ 
labourer can be brought to market, at a reduced price, profl( ii, 

will rise. If, instead of growing our own com, or manufacturi <I, " 

the clothing and other necessaries of the labourer, we disco!.( 
a new market from which we can supply o1.n'Selves with tI:,l { , 
commodities at a cheaper price, wages will fall and profits ~" ,,~ 
but if the commodities obtained at a cheaper rate, by the e~'''(''l 
sion of foreign commerce, or by the improvement of machiId 1\"; 
be exclusively the commodities consumed by the riclJ, t<J'n 

alteration will take place in the rate of profits. The l't:!t:ng 
fttge& would not be affected, although wine, velvets, sillq .\t II. 
other ',>"(pensive commodities should fall 50 per cent(lir,r' (; 
conseq';1eHtly profits would continue unaltered. ~r.;1 ur:n 

Foreign trade, then, though highly beneficial to a COUDare pH' 
it increases the amount and variety of the <>bjects oD!!" f j,,~:, 
revenue may be expended, and affords, by the abundal v'\l,'e ',: 
cheapness of commcdities, incentives to saving, and: 11 ~'l • 

accumulation of capital, has no tendency to raise ~he.r" of ... ;,. 
stock ~nless the commodjti~h-'f:/Ort~d_ !>'u~fr't1 1>;:!i;~ C:.J:~ 
on whIch the wages of labou.~:~. lv>, • I c!l~,>, ,. 
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The remarks which have been made respecting forej~ trad 

14ply equally to home trade. The rate of profits IS neve 
lu1creased by a better distribution of labour, by the inventio: 
an machinery, by the establishment of roads and canals, or b: 
of Iy means of abridging labour either in the man4facture or in th 
fa.nveyance of goods. These are Causes which operate on price 
fOld never fail to be highly beb~ficial to consumers; since the: 
anable them, with the same labour, or with the value of th, 
J'(oduce of the same labour, to obtain in exchange a greate: 
<.\talltity of the commodity to which the improvement is applied 
ant they have no effect whatever on profit. On the other hand 
n(~ry diminution in the wages of labour raises proots, buI 
bttduces no effect on the price of commodities. One is advBJ;\' 
k'fous to aD classes, for all classes are consumers i the othel 
til)eneficial only to producers; they gain more, but everythins 
m;:ains at its former price. In the first case they get the same 

<t.?efore; but everything on which their gains are expended 
m"minished in exchangeable value. 
lilfhe same rule which regulates the relative value of com­
ardities in one country does not regulate W relative value of 
e~ commodities exchanged between two .,·more countries. 
c:iUnder'" system of perfectly free corn.irterce; each country 
"e~lraDy devotes its capital a· . • bour to such employments 
, far' most beneficial to each. This pursuit of individual 

an ,{tage is admirably connected with the universal good of 
rohole. By stimulating industry, by rewarding ingenuity, 

{-.OPY usi~ most efficaciously the peculiar powers bestowed 
';l~ture, it distributes labour most efIectively and most 
or0mically: while, by increasing the general mass of pro­
dtions, it diffuses general benefit, and binds to~ether, by one 
s·.mon tie of interest and intercourse, the uruversal society 
f.tions throughout the civilised world. It is this principle 
elrl determines that wine shall be made in France and 
,.'tl{lll, that com shaD be grown in America and Poland, 
ofl\~at hardware and other goods shall be manufactured in 
w,' .d. 
u" tIe and the same country, profits are, generally speaking, 
.• ;.::.on the same level; or differ only as the employment of 
w. ·,~ay be more or less secure and agreeable. It is not so 
lal4 different countries. If the profits of capital employed 
be ~hire should exceed those of capital employed in London, 

l;,rould speedily mo,,:e from London to Yorkshire, and an 
~:.ttf profits would be effected; bU~ if in consequen.ce.,of . 
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the diminished rate of production in the lands of England ~ 
the increase of capital and population wages should rise a rf 
profits fall, it would Dot follow that capital and populati 'II 
would necessarily move from England to Holland, or Spain, ~t 
Russia, where profits might be higher. ~e 

11 Portugal had no commercial connection with other coum 
tries, instead of employing a great part of her capital ar,h 
industry in the production of wines, with which she purchasl 

for her own use the cloth and hardware of other countries, s~ 
would be obliged to devote a part of that capital to the man\ ~ 
facture of those commodities, which she would thus obtrC 
probably inferior in qUality as well as quantity. ~. 

The quantity of wine which she shall give in exchange for 
cloth of England is not determined by the respective quanti e 
of labour devoted to the production of each, as it would 't-i y 
both commodities were manufactured in England, or botl

l
, 1t 

Portugal. 
England may be so circumstanced that to produce the c g 

may require the labour of 100 men for one year; and if 5'f 

attempted to make the wine, it might require the :abour e 
%20 men for the same time. England would therefore findt" 
her interest to import wine, and to purchase it by the exportatit­
of cloth. ." Y 

To produce the wine in Portugal might require or' \~he 't ."ut 
of 80 men for one year, and to produce the cloth 0 ~he-, Jy 
country might require the labour of 90 men for the _~~le\jhe 
It would therefore be advantageous for her to expOl~ \.~:e 
exchange for cloth. This exchange might even tak ~ •• III 
notwithstanding that the commodity imported by p,,~!Ct 
could be produced there with less la.bour than in En.:'u­
Though she could make the cloth with the labour of r 1lJ:-e 
she would k.!,:",t it from 8. counu-, where It required ttv,Y:,­
of 100 men to produce it, because it woulJ be advanfit'" "k 
her rathei' to employ her capital in the production 0d /Jl Y 
which ahe would obtain more cloth from Englan~ t til . 
could produce by diverting a portion of her capitl~ ~ len 
culti\ration of vines to the manufacture of cloth. .a °l{ 'ay 

1'bus England would give the produce of the lpj~ ," 
men for the produce of the labour of 80. Suc~ee.n" .". 
could not take place between the individuals Yorks,;' ~t 
country. The labour of 100 Englishmen ca.nnPi~ ,if 

that of 80 Englishmen, but ti.e produce of ~ll41i ..... "·'Jthe 
En,lisbmen may be given for the produce of b'J' f 'ugh 

"Sp,;. ent. /-, 
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" 'r' uguese, 60 Russians, or Uo East Indians. The dilference 
"" :.is respect, between a single country and many, is easily 
r. 'l'"nted (or, by considering the difficulty with which capital 
:r !,lS (rom one country to another, to seek a more profitable 

, L.j)yment, and the activity with which it invariably passes 
•.. tl.one province to another in the same country,l 
IUt would undoubtedly be advantageous to the capitalists of 
111gland, and to the consumers in both countries, that under 
\'lCh circumstances the wine and the cloth should both be 
I !ide- in Portugal, and therefore that the capital and labour of 
)tngland employed in making cloth should be removed to 

ol'tugal for that purpose. In that case, the relative value of 
~ese commodities would be regulated by the same principle 
cs if one were the produce of Yorkshire and the other of London: 

, hd in every other case, if capital freely flowed towards those 
l'lmntries where it could be most profitably employed, there 
, ~uld be DO diJJerence in the rate of profit, and no other dilference 
~ J the real or labour price of commodities than the additional 
l,ltantity of labour required to convey them to the various 
'..-!arkets wbere they were to be sold. • . 
J Experience, however, shows that the fancied or real insecurity 
.)[ capital, when not under the immediate control of its owner, 
«ogether with the natural disinclination which every man has 
,~ quit the - ." his birth and connections, and intrust 

\ Jimself, ' ~ fixed, to a strange government and 
'~ew' laws, \ ":"B of capital, These feelings, 
.. thich 1 shoul... ..... 'w~ened, induce most men of 
~.. roperty to be satisfied. . low rate of profits in their own 
, ountry, rather than seek a more advantageous employment 
'!~or their wealth in foreign nations, 
. Gold and silver baving been chosen for the general medium of 
'), irculation, they are, by the competition of commerce, distri4 
, ~uted in such proportions amongst the different countries of the 
l~ ~orld as to accommodate themselves to the natural traffic ti, I It will appear, then, that a eountry posMSSing very conoiderable 
t :,dvantages In madrinerv and skill, and whic:b may the<1!lore be enabled 
t h '" manuJaeture eomruodities with mucb less labour tban her neighbours, 

I 
.. "a" In retum for SlId> commodities I import • portion oj the eon> reqUlreo 
• :.. its eoaSUl1lplloo. even if Its lawJ ....... more fert.le .... d com c:ouId be 

t h,rown with less labour thaD In the COWltry Irom ... bleb it was imparted. 
'wo men can botb make shoes and bats, and one Is superior to the otber 

a -,,", both employments; but In making bate be can only exceed bis (!OIIlo 

, .. :,.,titoc by one-flfth cw 10 per cent. and In makUlI oboes be can excel bun 
r(.Y one-third ac 33 per COSlL~ it not be for tbe interest of botb that 

! 
.,.. llUr.erior man should employ him!elf .... e1usively in maltiDg sboes,_ 

,. ; /le In ~ri<ll' man ill IDakiq hatel 
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which would tak~ place if no such metals existed, and the,' ',i 
between countries were purely a trade of barter. ~ " 

Thus, cloth cannot be imported into Portugal unless; " 
there for more gold than it cost in the country from which: '.' 
imported; and wine cannot be imported into England .J' 

it .will sell for more there than it cost in Portugal. If th ... ,,; 
were purely a trade of barter, it could only continue wh; 
England could make cloth 1i0 clleap as to obtain a grea' 
quantity of wine with a given quantity of labour by ma.~ 
facturing doth than by growing vines; and also whilst , 
industry of Portugal were attended by the reverse effects. Nl\ 
suppose England to discover a process for making wine, so th 
it should become her interest rather to grow it than import f 
she would naturally divert a portion of her capital from t. 
foreign trade to the home trade; she would cease to manufact~ 
cloth for exportation, and would grow wine for herself. 
money price of these commodities would be regulated aeco 
illgly; wine would fall here while cloth continued at its fon: , 
price, and in Portugal no alteration would take place in tl 
price of either commodity. Cloth would continue for son 
time to be exported from this country, because its price wou} 
continue to be higher in Portugal than here; but money insh:l.>l 
of wine would be given in exchange for it, till the accumulati~ 
of money here, and its diminution abroad, should so opera: 
on the relative value of cloth in the two countries that it wolt 
cease to be profitable to export it. If the improvement 1 
making wine were of a very important description, it mig~ 
become profitable for the two countries to exchange emplo ~ 
ments; for England to make all the wine, and Portugal all tJ. 
cloth consumed by them; but this could be effected only by{ 
new distribution of the precious metals, which should rlUSC tr, 
price of cloth in England and lower it in Portugal. n 
relative price of wine would fall in England,'n consequence ~ 
the real advantage from the improvement 0 its manUlactuJ' 
that is to say. its natural price would fall; the relative price 
cloth would r' : .. ere from the accumulation of money .. 

Thus, supp. .. oefore the improvement in making wine 
England the price of wine here were £50 per pipe, and the p~ 
of a certain quantity of cloth were £45. whilst in Portugal .t 
price of the same quantity of wine was £45, and that of t 
same quantity of cloth lso; wine would be exported fnI 
Portugal with a profit of £5. and cloth from England wittl 
profit of the same amount. ~ 
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I~pose that, after the improvement, wine faUs to £45 in 
I' Dd, the cloth continuing at the same price. Every trans­
, n in commerce is an independent iransaction. Whilst 
I erchant can buy cloth in England for [45, and sell it with 

f
' usual profit in Portugal, he will continue to export it from 
I,hind. His business is simply to purchase English cloth, 

Ii to pay for it by a bill of exchange, which he purchases with 

/

'/ tuguese money, It is to him of no importance what becomes 
I his money: he has discharged his debt by the remittance 

// ,he hill. His transaction is undoubtedly regulated by the 
'ns on which he can obtain this bill, but they are known to 

/

1 at the time j and tho causes which mar influence the 
rket price of bills, or the rate of exchange, IS no considera­
I of his. 
'f the markets be favourable for the exportation of wine from 
:tugal to England, the exporter of the wine will be a seller 
'i bill, which will be rurchased either by the importer of the 
Ith, or by the person, \0 sold him his bill; and thus, without 
" necessity of money \ ' sing from either country, the exporters 
I each country will l llIid for their goods. Without having 
y direct transactior ..... ith each other, the money paid in 
rtugal by the importer of cloth will be paid to the Portuguese 
porter of wine; l'.l J in England by the negotiation of the 
'ne bill the expO! "of the cloth will be authorised to receive 

:' value from tht' porter of wine. . 
"But if the pri. (' I of wine were such that no wine could be 
I ported to E', Id, the importer of cloth would equally 
Irchase a bill, ' ': the price of that bill would be higher, from 
,e knowledge 'lch the seller of it would possess that there 
as no count Jl in the market by which he could ultimately 
ttle the tr~' ..ctions between the two countries; )Ie might 
!lOW that· .,old or silver money which he received in exchan~ 
Ir his b' ;!lust be actually exported to his correspondent In 
,ngland, to enable him to pay the demand which he had 
uthorised to be made upon him, and be might therefore charge 
1 the price of his bill all the expenses to be incuned, together 
lith his fair and usual pronto ' 

t
Il then this I?remium for a bill on England should be equal 
the profit on lIDporting cloth, the importation would of course 
se j but if the premiu~ on the bill were only t per cent., if to 
enabled to pay a debt In England of £roo, b02 should be paid 
Portugal, whilst cloth which cost [45 would sell for lso, 

oth would be imported, bills would be bought, and money 
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would be exported, till the diminution of money in p~ 
and its accumulation in England, had produced such • 
of prices. as would make it no longer profitable to continue 
transactJons. 

Dut the diminution of money in one country, and its inc 
in another, do not operate on the price of one comDiodity OI 

but on the prices of all, and therefore the price of wine e 
cloth will be both raised in England and both lowered 
Portugal. The price of cloth, from being £45 in one coun 
and £50 in the other, would probably fall to £49 or £48 
Portugal, and rise to £46 or £47 in England, and not aff( 
a sufficient profit after paying a premium for a bill to in~' 
any merchant to import that conunodity. 

It is thus that the money of each country is apportioned 
in such quantities only as may be necessary to regulate a pr 
able trade of barter. England exported cloth in exchange I 
wine because, by so doing, her industry was rendered Il}c 
productIve to her; she had more cloth and wine than if sWil 
manufactured both for herself; and Portugal imported''t'Io 
and exported wine because the industry of Portu8al could 
more beneficially employed for both countries in produci' 
wine. Let there be more difficulty in England in producil 
cloth, or in Portugal in producing wine, or let there be rno 
facility in England in producing wine, or in Portugal in pr 
ducing cloth, and the trade must immediately cease. 

No change whatever takes place in the circumstances 
Portugal; but England finds that she can employ her labol 
more productively in the manufacture of wine, and instant 
the trade of barter between the two countries changes. N' 
only is the exportation of wine from Portugal stopped, m 
a new distribution of the precious metals takes place, and h' 
importation of cloth is also prevented. 

Doth countries would probably find it their interest to mal 
their own wine and their own cloth; but this singular reso 
would take place: in England, though wine would be cheape 
cloth would be elevated in price, more would be paid for it b 
the consumer; while in Portugal the consumerc both of clot 
and of wine, would be able to purchase tho,*, commoditiE 
cheaper. In the country where the improvement was Tl\l\.Q 
prices would be enhanced; in that where no change bad tak~ 
place, but where they had been deprived of a profitable brar . 
of foreign trade, prices w0l!ld fall. 

This, however, is only a seeming advantage to Portugal, for ~ 
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f
· of doth and wine together produced in that cQuntry 
~ diminished, while the quantity produced in England 
he incrCMlld. Money would in some degree have changed 
ue irl Ul. two eQuptries j it would be lowered in England 
'sed in :Portugal. Estimated in money, the whole revenue """gal wwld be diminished; estimated in the same medium 

II 'ItlIIJIO revenue of England would be increased. 
l'bus, then, it appears that the improvement of a manufacture 
ImY (OOuntry tends to alter the distribution of the precious 
;tats tmoAgilt the nations of the world: it tends to increase 
="qltNltity Qf commodities, at the same time that it raises 
Mml priCeIl in the country where the improvement takes 
~, 

";fo simplify the question, I have been supposing the trade 
~ two countries to be confined to two commodities-to 
~~ Imd eloth; but it is well known that many and various 

~
" enter into the list of exports and imports. By the 
"" " 'on of money from one country, and the accumulation 
it in another, all commodities are affected in price, and 

lIItq\lently encouragement is given to the exportation of 
., Plore commpdities besides money, which will therefore 
'E:" \ Il() great an effect from taking place on the value of 
, in the two countries as might otherwise be expected. 

the improvements in arts and machinery, there are 
l;I~r causes which are constantly operating OIl the 

of tnde, and which interfere with the equilibrium 
value of money_ Bounties on exportation or 

new taxes on commodities, sQmetimes by their 
at other times by 'their indirect operation, disturb 
~de of barter, and produce a consequent necessity 

or exporting mQney, in order that prices may be 
to the natural course of commerce; and this 

nqt only in the country where the disturbing 
but, in a greater or less degree, in every 

tmnmlerc:ial world. 
measure account for the different value of 

COtlntiEleS; it will explain to us why the prices. 
_iUlC~t:lj, and those of great bulk, though of con;i 

are, independently of other cause 
~mtlries where manufactures flourish. Of t·· 

the same population, and the 5~\:' , 
in cultivation, wit]] the f i o. 

agrjcuiltur'e, the prices of raw produce w' t~". 
". 
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highest in that where the greater skill and the better macbii., 
is used in the manufacture of exportable commodities. \. 
rate of profits will probably differ but little; for wages, or; .. 
real reward of the labourer, may be the same in both; but tl 
wages, as wen as raw produce, will be rated higher in rnJnll. 
in that country, into which, from the advantages attending the: 
skill and machinery, an abundance of money is imported iI' I 
exchange for their goods. t 

Of these two countries, if one had the advantage in the mam~ I 
facture of goods of one quality, and the other in the manufacturi 1 
of goods of another quality, there would be no decided influx f ' 
the erecious metals into either; but if the advantage ve\ " 
heaVily preponderated in favour of either, that effect would b 
inevitable. ~ 

In the former part of this work, we have assumed, for tt 
purpose of argument, that money always continued of t " 
same value; we are now endeavouring to show that, besidel 
the ordinary variations in the value of money, and those whic( 
are common to the whole commercial world, there are alsq 
partial variations to which mohey is subject in particular\ 
countries; and to the fact that the value of money is neverr 
the same iI\ any two countries, depending as it does on re1ativ~ 
taxation, on manufacturing skill, on the advantages of climate 
natural productions, and many other causes. 

Although, however, money is subject to such perpetual '1' 
variations, and consequently the prices of the commodities' 
which are common to most countries are also subject to con\ 
siderable difference, yet no effect will be produced on the rll~f 
of profits, either from the influx or efflux of money. Capi I 
will not be increased because the circulating medium is aug 
mented. If the rent paid by the farmer to his landlord, and~ 
the wages to his labourers, be 20 per cent. higher in one country r 
than another, and if at the same time the nominal value of thet,o! 
farmer's capital be 20 per cent. more, he will receive preciselyt' I 
the same rate of profits, although he should sell his raw produce I 

20 per cent. higher. 1; 
~ Profits, it cannot be too orten repeated, depend on wages; noti' 

'1 nominal, but real wages; not on the number of pounds tha~ 
. lay be annually paid to the labourer, but on the number 0 

'vs' work necessary to obtain those pounds. Wages may' 
'refore be precisely the same in two countries; they may bear.' , 
u the same proportion to rent, and to the whole produce; i 

?t'd from the land, although in one of those countries the~~ 
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lUings per week and in the other , ;urer should recei'l\ 

f ve. ' 
] "l the early states of .. hen manufactures have made 
i,e progress, and the pt\ , all countries is nearly similar, 
qUisting of the bulky ana. useful commodities, the value 
Jnoney in different count"' 'I be chiefty regulated by their 
"tance from the mines whie:' ply the precious metals; but 
, ,the arts and improvements '. caety advance, and different 
~ions excel in particular mat Jfactures, although distance will 
.. 11 enter into the calculation, the value of the precious metals 
)1 be chiefly regulated by the superiority of those manufactures. 
<Suppo!>e all nations to produce com, cattle, and cparse clothing 
('Iy, and that it was by the exportation of such commodities 
,,.at gold could be obtained from the countries which produced 
..fm, or from those who held them in subjection; gold would 
I turally be of greater exchangeable value in Poland'than in 
i,~land, on account of the greater expense of sending sudi 
" .. )uiky commodity ~ com the more distant voyage. and also 
, . t greater expense attending the coovering of gold to Poland. 
,,~This difference in the value of gold, or, which is the same thing, 
.. '\ difference in the Porice of com in the two countries, would 
I ~ .. t t, wthough the facilities of producing com in England should 
Itt' xceed those of Poland, from the greater fertility of the land 
! /- ~he superiority in the skill and implements of the labourer. 
'3 .le however, Poland should be the first to improve her manu­
tl> • res, if she should succeed in making a commodity whicb 

,i t' generally desirable, including great value in little bulk, 
~;, f she should be exclusively blessed with some natural pro­
j,,; ,tion, generally desirable, and not possessed by other coun tries, 
~'uf would obtain an additional quantity of gold in exchange 
'id this commodity, which would operate on the price of her 
-.", ;n, cattle, and coarse clothing. The disadvantage of distance 
k' juld probably be more than compensated by the advantage· 
". shaving an exportable commodity of great value, and mone~ 

"uld be permanently of lower value in Poland than in Englan. 
',J<. on the contrary, the advantage of skill and machinery w<: ' 
~r i.~d by England, another reason would be added to th' 
, ~ ,/Ch belore existed why gold should be less valuable in EI; 
10:;: ~ ~ in Po~d~ and why com, cattle, and clothing sho~ 
\'a:lllt & higher pnce tn the former country. t 
, ~ x( bese I believe to be the only two causes. which ~te t< 
: \:1: ,parative value of money in the dilIerent countnes of t/ 
h "I; for although taxation ottasions &«"turbance of; 
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equilibrium of money, it does so by pepriving the counu:; 
which it is imposed of some of the advantages attending 8 
industry, and climate. _ \ 

It has been my endeavo\lr carefully to distinguish betv.t 
.. low value of money and a, high value of com, or any ot, 
commodity with whicJ:~ money may be compared. These ru~ 
been generally cOllsidered as meaning the same thing; but i 
evident that when corn ri~es from five-to ten shillings a bus,. 
it may be owing either to ,. fall in the value of money or to a r­
in the value of com. Thus we h/lve seen that, from the necesst 
of having recourse successively to land of a worse and wo 
quality, in order. to feed an incr~ing population, com must 11 
in relative value to other things. If therefore money continj 
permanently of th, same value, com will excPange for moreJ such money, that i~ to say, it will rise in price. The same., 
in the price of com will be produced by ,uch imnrovement ! 
machinery in manufactures as shall e~bhl us to mllnufactt 
commodities with peculiar advantages: fur the influx of mOl' 

will be the consequence; it will fall in value, and thercgrt 
-exchange for less com.' But the effects resulting from a 
price of com when produce~ by the rise in the vall\~ of cp 
and when caused by a fall m the value of llloney, are- tot I 

different. In both cases the money price of wages will rise ... ' , 
if jt be in consequence of the fall in the value of money, not U'._ 

wages and com, but all other coqunodities will rise. It, 
manufacturer has more to pay for wages he will receive! ' 
for his mapufactured goods, and the rate of profits will re.,' 
unaffected. But when the me in the price of corn is the e( .: 
of the difficulty of production, profits will fall; for the rna" • 

, facturer will be obliged to pay more wages, and will noti '. 
~enabled to remunerate bimseU by raising the; price of hi~ maj~ 
tfactured commodity. .. 
t Any improvement in the facility of working the mines, t 
~'vhich the precious metals may be produced with a less quan~' 

i .{{ labour, will sink the value of money generally. It will t:t 
: "":change for fewer commodities in all countries; but when at 
. , \ rticular country excels !n m~nufactures. so ~ to .occasiol( • 

-,!ux of money towards It, the value of money WIll be lot" 
~ ~d the erices pf com and labour will be relatively higher in f; 

l.mtry than in any other. '), 
IThis )ligher value of money will not be indicated b~h 
\c,bange; bm. may coptinlle to be negotiated at par, alth .r. 
pri~ of eor~d ~bour lihould be .10, '0, or 30 pe ,(.-;~ 
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::r ill one country than another. Under the cir(:Umstallce'l 
ilSed, such a difference of prices is the natural order of things, 
, ;he exchange can only be at par when a sufficient quantity 
',' oney i8 introduced mto the country excelling in manu­
I:res, so as to raise the price of its com and labour. If 
!11ll countries should prohibit the exportation 01 mon~;:, 
licould successfully enforce obedience to such a law, they 
i~ t indeed prevent the rise in the prices of the com and labour 
';e manufac.turing country; for such rise caQ only take place 
'j the inftu" of the precious metals, supposing paper money 
! .0 be used; but they could not prevent the exchange from 
I,t very unfavourable to them. If England were the manu­
i Iring country, and it were possible to prevent the importa­
i'of money, the exchange wi~ France. Hol1an~, and Spain 
lit be 5, 10, or '0 per c;ent. II-gamst those cQuntnes. ' 
I'henever the current of money is forcibly stopped, and when 
I' ~y is prevented from settling at its just level. there are no 
! s to the possible variations of the exchange. The effects 
I similar to those which follow when a paper money, not, 
i angeable for specie at the will of ttle holder, is forced into 
11ation. Such .. currency is necessarily confined to the 
Itry where it is issued: it cannot. when too abupdant, diffuse 
( ~!'rally amongst other countries. The level of circula­
is ddtroyed, and the exchange will inevitably be unfavQur­
to the country where it is excessive in quantity: jU!lt So 

Id be the effects of a metallic circulation if by forcible 
ns, by laws which could not be evaded, money should be 
.ined in a country. when the st.-eam of trade gave it an 
etus towards other countries. 
Iben each country has precisely the quantity of money 
:h it ought to have, money will not indeed be of the same 
Ie in each, for with respect to many commoqities it may 
lJ' 5, 10. or even 2Q per cent., but the exchange will be at 
. One hundred pounds in England, or the silver which is 
:100, will purchase a bill of £100, or an equal quantity of 
er in France, Spain, or Holland. I 
n speaking of the exchange and the comparative value of 
ney in different countries, we must not in the least refer te' 
value of money estimated in commodities in either count;r.-

, exchange is never ascertained by estimating the compar 
e value of money in com, cloth, or any commodity whatey 
~ by estimating the value of the currency of one countr

1
, 

: currency of another. 
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It may also be aseertained by comparing it with some stand .. 

common to both countries. If a bill on England for boo "­
purchase the same quantity of goods in France or Spain t 
a bill pn Hamburgh for the same sum will do, the excha 
between Ramburgh and England is at par i but if a bill 
England for £130 will purchase no more than a bill on Hamhu 
for £Xoo, the exchange is 30 per cent. against England. 

In England £100 may purchase a bill, or the right of receiv' 
bOI in Holland, £102 in France, and £IOS in Spain. 'f 
exchange with England is, in that case, said to be I per cc 
against Holland, 2 per cent. against France, and 5 per 
against Spain. It indicates that the level of currency is high 
than it should be in those countries, and the comparative val' 
of their currencies, and that of England; would be immediat! 
restored to par by extracting from their .. or by adding to~ 
of England. " . I 

Those who maintain that our currency was depreciated dur 
the last ten years, when the exchange varied from 20 to 30 
cent. against this country, have never contended, as they b 
been accused of doing, that money could not be more valua 
in one country than another as compared with various 
moditiesj but they did contend that £130 could not be detaU$ 
in England unless it was depreciated, when it was of no m. 
value, estimated in the money of Hamburgh or of Ho[JaA 
than the bullion in £100. . .. 

By sending 130 good English pounds sterling to Hamburg 
even at an expense of £5, I should be possessed there of £It 
what then could make me consent to give £130 for a bill wiJ 
would give,me £100 in Hamburgh, but that my pounds'll" 
not good pounds sterling? - they .. were deteriorated, Wf 
degraded in intrinsic value below the pounds sterling of Hal 
burgh, and if actually sent there, at an expense of ls. WOl. 

sell only for boo. With metallic pounds sterling, it is r 
denied that my (,130 would procure me £I2~ in Hamburgh, t 
with paper pounds sterling I can only obtalll llOOi and yet 

~ was maintained that b30 in paper was of equal value '" 
\~130 in silver or gold. 1. Some indeed more reasonably maintained that bJo in pal 
t·"as not of equal value with £130 in metallic"money;, but ti 
,jl"~d that it was the metallic money which had changed I 
PI''\te a~d not the paper money. They wished to confine 1 

ning of the word depreciation to an actual fal) of value, a 
• '~o a compara~ive difference between the value of mOl 
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\d the standard by which by law it is regulated. One hundred 
funds of English money was formerly of equal value with and 
tuld purchase £100 of Hamburgh money: in any other countr.y 
.bill of £100 on England, or on Hamburgh, could purchase 
feCisely the same quantity of commodities. To obtain the 
~e things, I was lately obliged to give £r30 English money, 
tIlen Hamburgh could obtain them for £roo Hamburgh money. 
Et'(flish money was of the same value then as before, Ham­

~'1 .";money must have risen in value. But where is the proof 
<.!·"I:ti? How is it to be ascertained whether l:nglish money 
p.~. ,tilen or Hamburgh money has risen? there is no standard 
h~, .ich this can be determined. It is a plea which admits of 
:a. 'l IlOf, and can neither be positively affirmed nor positively 
tl.,radicted. The nations of the world must have been early 
for,inced that there was no standard of value in nature to 

~h they might unerringly refer, and therefore chose a medium 
LlCh on the whole appeared to them less variable than any 
,.~r commodity. 
(\~'o this standard we must conform till the law is changed, and 
lIy some other commodity is discovered by the use of which 
"i shall obtain a more perfect standard than that which we 
Ilve established. While gold is exclusively the standard in .is country money will be depreciated when a pound aterling 
, not of equal value with 5 dwts. and 3 grs. of standard gold, 
.ld that whether gold rises or falls in general value. 



CHAPTER \TIII 

ON tAXES 
, ' 

TAXl!:S are a portion of the produce ot the land and la~_ 
a country placed at the disposal of the government; a 1 . 
always ultimately paid either trom the capital or fr .• 
revenue of the country. t . 

We have already shown how the capital of a country is ~r 
fixed or circulating, according as it is of a more or of IIJ 
durable nature. It is difficult to define strictly where\ 
distinction between circulating and fixed capital begins i \ 
there are almost infinite degrees in the durability of caPI I • 

The food of a country is consumed and reproduced at least II : 
in every year, the clothin~ of the labourer is probably~' , 
consumed and reproduced m less than two years; whilst~;­
house and furniture are calculated to end ore for a period\ 
ten or twenty years. t-

When the annual productions of a country more than rep~, 
its annual consumption, it is said to increase its capital; w" f its annual consumption is not at least replaced by itS annti 
production, it is said to diminish its capital. Capital ml therefore be increased by an increased production, or bJ 
diminished 'Unproductive consumption. 

If the consumption of the government when increased 
the levy of additional taxes be met either b~ inere 
prod~r by a diminished consumption on the part of ~, 
people, the taxes will fall up~ue, and the national capi~ 
will remain unimpaired; but if there be no inereased productJ 
or diminished unproductive consumption on the part of l 
people, the taxes will necessarily fall on capital, that is to Sf 
they will impair the fund allotted to productive consumptio 

• It must be understood tbat aU the productions of a country 1 
consumed; but it makes tbe greatest difference imaginable whether t, 
are consumed by tbaw who reproduce or by those wbo do Dot repoo<; \ 
another value. When we say that revenue is saved and added to capt 
what we mean is, that the portion of revenue, so said to be added to cap It. 
is consumed by productive instead of unproductive labourers. Tbere,~ 
be DO greater error tban in supposiag that capital is increased by { 
eonsumptJon. 11 the ptiCAI of labour &hould r.so so higb tbat. not'" 

94 k_ 
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:n proportion as thli capital of a t::ountry is diminished, its 

productions will be necessarily diminished; and, therefore, Ii 
the same unproductive ~enditure on the part of the people 
and of the government continue, ;vith a constantly diminishing 
,nnual reproduction, the resources of the people and the state 
will fall away with increasing rapidity, and distress and ruin 
will follow. 

Notwithstandi!lg the immense expenditure. of the En&lisb 
government dunng the'last twenty ~, there can be little 
doubt but that the increased production on the part of the 
people hu Ino~P. than compensated for it. The national capital 
has not merel!' !leen unimpaired, it has been greatly increased, 
and the annual revenue of the people, even after the payment of 
thllir taxes, is probably greater at the present time than at any 
former period of our history. . 

For the proof of this, we might refer to the increase of popu­
lat;on - to the extension of agriculture - to the increase of 
shiUJping and manufactures-to the building of dock_to the 
opening of numerous canals, as well as to many 'Other expensive 
un\dertakings; all denoting an increase both of capital and of 
~.nlnual production, . 

>:;till, however, it is certain that, but for taxation, this increase 
of! .. ~:>jtal would have been much greatet. There are no taxes 
wliich have not a tendency to lessen the power to accumulate.. 
A ~ taxes must either fall on capital or revenue. If they en­
~'. 'lcb on capital, they must proportionably diminish that fund 
b)twhose extent the extent of the productive industry of the 
co1mtry must always be regulated; and if they fall on revenue, 
they must either lessen accumulation, or force the contributors 
to save the amount of the tax, by making a corresponding 
di~inution of their former unproductive consumption of the 
necess(l.ries and luxuries of life. Some taxes will produce these 
eff~ts in a much greater degree than others; but the Ft evil 
0': ~tion is to be found, not so much in any selectlon of its O\iects, as in the general amount of its effects taken collectively. 

faxes are not necessarily taxes on capital because they are 
lai~ on capital; nor on income because they are laid on income. 
If from my income of £1000 per annum I am required to pay 
£JO'>, it will really be a tax on my income should I be content 
wiUt the expenditure of the remainin~ £900; but it will be a 
tax on capital if I continue to spend LlOOO. 

IItan)mg the increase of capital, no mont eould be employed, I should 
say (bat such incr.""" of capital would he still uopro<iuctively _<1. 
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The capital from which my income of £1000 is derived may 

be of the value of {,IO;OOO; a tax of one per cent. on such cap;tal 
would be f.100; but my capital would be unaffected if, after 
paying this tax, I in like manner contented myself with the 
expenditure of £900. 

The desire which every man has to keep his station in Jife, 
and to maintain his wealth at the height which it has onco 
attained, occasions most taxes, whether laid on capital or 011 
income, to be paid from income; and, therefore, as taxation 
proceeds, or as government increases its expenditure, the anl1llal 
enjoyments of the people must be diminished, unless they are 
enabled proportionally to increase their capitals and income. 
It should be the policy of governments to encourage a disposi­
tion to do this in the people, and never to lay such taxes' as .,ill 
inevitably faU on capital; since, by so doing, they impair the 
funds for the maintenance of labour, and thereby diminish the 
future production of the c6untry:, 

In England this policy has been neglected in taxing the pro­
bates of wills, in the legacy duty, and in all taxes affecting the 
transference of property from the dead to the living. I~ a 
legacy of £1000 be subject to a tax of boo, the legatee cqo­
siders his legacy as only £900 and feels no particular motive to 
save the {,IOO duty from his expenditure, and thus the capital 
of the country is diminished; but if he had really received 
£1000, and had been required to pay [100 as a tax on inco~. 
on wine, on horses, or on servants, he would probably h~--"l 
diminished, {'T rather not increased his expenditure by ~t 
sum, and the capital of the country would have been unimpaired. 

" Taxes upon the transference of property from the dead to 
the living," says Adam Smith, .. fall finally, as well as imme­
diately, upon the persons to whom the property is transferr~d. 
Taxes on the sale of land fall altogether upon the seller. The 
seller is almost always under the necessity of selling, and must, 
therefore, take such a price as he can get. The buyer is scarce 
ever under the necessity of buying, and will, therefore, only g, ,~ 
such a price as he likes. He considers what the land will q.st 
him ill tax and price together. The more he ia obliged to pay 
in the way of tax, the less he will be disposed to give in the way 

'of price. Such taxes, therefore, faU almost always upon .a 
necessitous person, and must, therefore, be very cruel and 
oppressive." .. Stamp duties, and duties upon the registracioll 
of bonds and contracts for borrowed money, fall altogether t-pon 
the l>orrower, and in fact are always paid by him. Dutie5 of 
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th~ same kind upon law proceedings faU upon the suitors. They 
reduce to both the capital value of the subject in dispute. The 
more it costs to acquire any property, the less must be the net 
value of it when acquired. All taxes upon the transference of 
property of every kind, so far as they diminish the capital value 
of that property, tend to diminish the funds destined for the 
maintenance of labour. They are all more or less unthrifty 
taxes that increase the revenue of the sovereign, which seldom 
maintains any but unproductive labourers, at the expense of 
the capital of the people, which maintains none but productive." 

But this is not the only objection to taxes on the transference 
of I'property; they prevent the national capital from being 
distributed in the way most beneficial to the community. For 
th~ general prosperity there cannot be too much facility given 
to ~he conveyance and exchange of aU kinds of property, as it 
is by such means that capital of every species is likely to find its 
wa" into the hands of those who will best employ it in increasing 
th~ productions of the country. .. Why," asks M. Say, .. does' 
an ,individual wish to scll his land? it is because he has another 
employment in view in which his funds will be more productive. 
Why does another wish to purchase this same land? it is to 
employ a capital which brings him in too little, which was 
unemployed, or the use of which he thinks susceptible of im­
provement. This exchange will increase the general income, 
sirfe it increases the income of these parties. But if the charges 
are so exorbitant as to prevent the exchange, they are an 
obstacle to this increase of the general income," Those taxes, 
however, are easily collected; and this by many may be thought 
to afiord some compensation for their injurious e1Iects. 



CHAPTER IX 

G."AXES ON RAW PRODUCE 

HAVING in a former part of this work established, I hope satis­
factorily, the principle that the price of com is regulated, by 
the cost of its production on that land exclusively, Or rather 
with that capital exclusively, which pays no rent, it will follow 
that whatever may increase the cost of production will increase 
the price; whatever may reduce it will lower the price. 'fhe 
necessity of cultivating poorer land, or of obtaining a less rettlltl 
with a given additional capital on land already in cultivation, 
will inevitably raise the exchangeable value of raw prodll1ce. 
The discovery of machinery, which will enable the cultiv~r 
to obtain his corn at a less cost of production, will necessarily 
lower its exchangeable value. Any tax which may be imposed 
OD the cultivator, whether in the shape of land-tax, tithes,: or 
a tax on the produce when obtained, will increase the cost of 
production, and will therefore raise the price of raw prodQce; 

If the price of raw produce did not nse so as to compensate 
the cultivator for the tax, he would naturally quit a trade 
where his profits were reduced below the generalleve1 of profitsi 
this would occasion a diminution of supply, until the unabatell 
demand should have produced such a rise in the price of raw 
produce as to make the cultivation of it equally profitable with 
the investment of capital in any other trade. 

A rise of price is the only means by which he could pay the 
tax, and continue to derive the usual and general 'Profits from 
this employment of his capital. He could not deduct the fr~ 
from his rent, and oblige his landlord to pay it, for he pays 
rent. He would not deduct it from his profits, for there is 
reason why he should continue in an employment which yij 
small profits, when all other employments are yielding grea 
There can then be no question but that he will have the po 
of raising the price of raw produce by a sum equal to the ~ 

A tax on raw produce would not be paid by the landlord-~' 
would not be paid by the farmer; but it would be paid, ur 
increased price, by the consumer. _t 

Rent, it should be remembered, is the difference between, 
08 ~ 
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roduco obtained by equal portions of labour and capital 
Olployed on land of the same or different qualities. It should 
e remembered, too, that the money rent of land, and the com 
ent of land, do not vary in the same proportion. 
In the case of a tax on raw produce, of a land-tax, or tithes, 

ne com rent of land will vary, while the money rent will remain 
• before. 
If, as we have before supposed, the land in C"ultivation were 

f three qualities, and that with an equal amount of capital, . 
180 qrs. of com were obtained frOm land NO.1 
170 • from • • 
160 • • • from. • • 3 

he rent of No. I would be 20 quarters, the difference between 
hat of NO.3 and No. I; and of NO.2, 10 quarters, the differ­
nce between that of NO.3 and No.2; while NO.3 would pay 
.0 rent whatever. 

Now, if the price of com were £4 per quarter, the money rent 
.f No. I would be £80, and that of No.2, £40. 

Suppose a tax of 8s. per quarter to be imposed on com; then 
he price would rise to £4 Ss.; and if the landlords obtained the 
ame com rent as before, the rent of No. I would be £88 and 
hat of NO.2, £44. But they would not obtain the same com 
'eLt; the tax would fall heavier on No. I than on No. 2, and on 
010. 2 than on NO.3, because it would be levied on a greater 
luantity of com. It is the difficulty of production on NO.3 
IVhich regulates price; and com rises to £4 81., that the profits 
)f the capital employed on NO.3 may be on a level with the 
~neral profits of stock. 

The J:roduce and tax on the three qualities of land will be as 
iollows: 

No. I. yielding 180 qrs, at £4 &t. pet qr. • f:J92. 
Deduct the value of 16.30[ lis. pet qr. oul80 qn.. 72 

Net eom produce 163.' .Net mooey produce £720 

No. ., yieldiDc 1,.0 qrs. at £4 as. per qr. • £748 
Deduct the value of IS.4 {qn. at £4 &t. 01: lis. per } 68 

qr. on 170 qrs. 

Net COrD produce 154.6 Net money produce £680 

No. 3, yielding 160 qrs. at £4 &t.. • • £704 
Deduct the value of 14 5 { qrs. at £4 lis. or •• per } 64 . qr. on 160 

Net com produce 145.' Net lIlQOey produce £640 
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The money rent of No. r would continue to be £80, or the, 
difference between £640 and {,720; and that of NO.2, £40, or 
the difference between' £640 and {,680, precisely the same as ' 
before; but the com rent will be reduced from 20 quarters on ~ 
No. I, to 18.2 quarters, the difference between '145.5 and 163-7 
quarters, and that on NO.2 from 10 to 9.1 quarters, the differ­
ence between 145.5 and 154,6 quarters. 

A tax on com, then, would fall on the consumers of com, and 
would raise its value, as compared with all other commodities, ' 
in a degree proporti~ned to the tax. In proportion as raw 
produce entered into the composition of other commodities 
would their value also be raised, unless the tax were counter­
vailed by other causes. They would in fact be indirectly taxed, 1 
and their value would rise in proportion to the tax. ' ~ 

A tax, llowever, on raw produce, and on the necessaries of the I 
labourer, would have another effect- it would raise wages. ' 
From the effect of the principle of population on the increase I 

of mankind, wages of the lowest kind never continue mucb 
above that rate which nature and habit demand for the support 
of the labourers. This class is never able to bear any consid(1"­
able proportion of taxation; and, consequently, if they had to 
pay 8,. per quarter in addition for wheat, and in some smaUer 
proportion for other necessaries, they would not be able to sub­
sist on the same wa~ as before, and to keep up the race of 
labourers. Wages would inevitably and necessarily rise; and. 
in proportion as they rose, profits would fall. Government 
would receive a tax of 8,. per quarter on all the com consumed 
in the country, a part of which would be paid directly by the 
consumers of COIn; the other part would be paid indirectly by 
those who employed labour, and would affect profits in the .amf.' 
manner lis if wages had been raised from the increased demand 
for labour compared with the supply, or from an increasing 
difficulty of ol;ltaining the food and necessaries required by tht 
labourer. 

In as far as the tax might affect consumers it would be ar 
equal tax, but in as far as it would affect profits it would be 
a partial tax; for it would neither operate t.ln the landlord nOI 
on the stockholder, since they would continue to receive, th 
one the same money rent, the other the same money dividend 
!\$ before. A tax on the produce of the land then would operab. 
as foUows:- .. 

1St, It would raise the price of raw produce by a sum equal to 
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the tax, and would therefore fall on each consumer in 
proportion to his consumption. 

IDd, It would raise the wages of labour, and lower profits.. 

t may then be objeded against such a tax, 
1St, That by raising the wages of labour, and lowering profits. 

it is an unequal tax, as atIects the income of the farmer, 
trader, and manufacturer, and leaves untaxed the 
income of the landlord, stockholder, and others enjoy­
ing fixed incomes. 

IDd, That there would be a considerable interval between the 
rise in the price of com and the rise of wages, during 
which much distress would be experienced by the 
labourer. 

yd, That raising wages and lowering profits is a discourage­
ment to accumulation, and acts in the same way as a 
natural poverty of soil • 

.. th, That by raising the price of raw produce, the prices of all 
commodities into which raw produce enters would be 
raised, and thAt therefore we should. Dot meet the 
foreign manufacturer on equal terms in the general 
market. 

With respect to the first objection, that by raising the wages of 
labour and lowering profits, it acts unequally, as it atIects the 
income of the farmer, trader, and manufacturer, and leaves 
untaxed the income of the landlord, stockholder, and others 
enjoying fixed incom~t may be answered that if the opera­
tion of the tax be unequal it is for the legislature to make it 
equal, by taxing directly the rent of land and the dividends 
from stock. By so doing, all the objects of an income tax 
would be obtained without the inconvenience of having recourse 
to the obnoxious measure of prying into every man's concerns, 
and arming commissioners with powers repugnant to the habits 
and feehngs of a free country. 

Wit.h respect to the second objection, that there would be a 
considerable interval between the rise of the price of com and 
the rise of wages, during which much distress would be experi­
enced by the lower classes-I answer that under difterent 
cin:umst&nces, wages foUow the price of raw produce with very 
different degrees of celerity; that in some cases no elfect 
whatever is produced OD wages by a rise of com; in others, the 
rise of wages precedes the rise in the price of com; again, ill 
some the ~ect on wages is slow, and in others rapid. 
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Those who maintain that it is the price of necessaries which 

regulates the price of labour, always allowing for the particular 
state of progression in which the society may be, seem to have 
conceded too readily that a rise or fall in the price of necessaries 
will be very slowly succeeded by a rise or fall of wages. A high 
price of provisions may arise from very different causes, and 
may accordingly produce very different effects: It may arise 
from 

nt, A deficient supply. ' 
2nd, From a gradu,ally increasing demand, which may be 

ultimately attended with an increased cost of pro­
duction. 

3rd, From a fall in the value of money. 
4th, From taxes on necessaries. 

. These four causes have not been sufficiently distinguished and 
separated by those who have inquired into the influence of a high 
price of necessaries on wages. We will examine them severally. 

A bad harvest will produce a high price of provisions, and the 
high price is the only means by which the consumption is com' 
pelled to conform to the state of the supply. If all the purchasers 
of com were rich, the price might rise to any degree, but the 
result would remain unaltered; the price would at last be 50 

high, that the least rich would be obliged to forego the use of 
a part of the quantity which they usually consumed, as by 
diminished consumption alone the demand could be brought 
down to the limits of the supply. Under such circumstances 
no policy can be more absurd than that of forcibly regulating 
money wages by the price of food, as is frequently done, by mis­
application of the poor laws. Such a measure affords no real 
relief to the labourer, because its effect is to raise still higher the 
price of com, and at last he must be obliged to limit his con­
sumption in proportion to the limited supply. In the natural 
course of affairs a deficient supply from bad seasons, without 
any pernicious and unwise interference, would not be followed 
by a rise of wa~es. The raising of wages is merely nominal to 
those who recelve them; it increases the competition in the 
com market, and its ultimate effect is to raise the profits of the 
growers and dealers in com. The wages of labour are rea1ly 
regulated by the proportion between the supply and demarid 
of necessaries, and the supply and demand of labour; and 
money is merely the medium, or measure, in which wages are 
expressed. In this case, then. the distress of the labourer is 
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Inavoidable, and no legislation can afford a remedy, except 
'1 the importation of additional food or by adopting the most 
!Selul substitutes. 

When a high price of corn is the effect of an increasing demand. 
,t is always preceded by an increase of wages, for demand 
::annot increase without an increase of means in the people to 
pay for that which they desire. An accumulation of capital 
naturally produces an increased competition among the em­
ployers of labour, and a consequent rise in' its price. The 
mcreased wages are not always immediately expended on food, 
but are first made to contribute to the other enjoyments of 
the labourer. His improved condition, however, induces and 
enables him to marry. and then the demand for food for the 
sUl?port of his family naturally supersedes that of those other 
enjoyments on which his wages were temporarily expended. 
Com rises, then, because the demand for it increases, because 
there are those in the society who have improved means of 
paying for it; and the profits of the farmer will be raised above 
the general level of profits, till the requisite quantity of capital 
bas been employed on its production.. Whether, after this has 
taken place, com shall again fall to ia. former price, or shall 
continue permanently higher, will depend on the quality of the 
land from which the increased quantity of com has been sup­
plied. If it be obtained from land of the same fertility as that 
which was last in cultivation, and with no greater cost of labour, 
the price will fall to its former state; if from poorer land, it will 
continue permanently higher. The high wages in the first 
instance proceeded from an increase in the demand for labour I 
inasmuch as it encouraged marriage, and supported thildren. 
it produced the etIect of increasing the supply of labour. But 
when the supply is obtained, wages will again fall to their 
former price, if COl'll has fallen to its former price: to a higher 
than the former price, if the increased supply of com has been 
produced from land of an inferior quality. A high price is by 
no means incompatible with an abundant supply: the price is 
permanently high. not because the quantity is deficient, but 
because there has been an increased cost in producing it. It 
generally happens, indeed, that when a stimulus has been given 
to population. an etIect is produced beyond what the case 
requires; the populatioD may be. IlDd generally is. so much 
increased as, notwithstanding the increased demand for labour. 
to bear a greater proportion to the funds for maintaining 
labourers than before the increase of capital. Ia this case 
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a reaction will take place, wages will be below their natural 
level, and will continue so, till the usual proportion between 
the supply and demand has been restored. In this case, then, 
the rise in the price of com is preceded by a rise of wages, and 
therefore entails no distress on the labourer. 

A fall in the value of money, in consequence of an influx of the 
precious metals from the mines, or from the abuse of the privi­
leges of banking, is another cause for the rise of the price of food j 
but it will make no alteration in the quantity produced. It 
leaves undisturbed too the number of labourers, as well as the 
demand for them; for there will be neither an increase nor a 
diminution of capital. The quantity of necessaries to be allotted 
to the labourer depends on the comparative demand and supply 
of necessaries, with the comparative demand and supply of 
labour; money being only the medium in which the quantity 
is expressed; and as neither of these is altered, the real reward 
of the labourer will not alter. Money wages will rise, but they 
will only enable him to furnish himself with the same quantity 
of necessaries as before. Those who dispute this principle are 
bound to show why an increase of money should not have the 
lame effect in raising the price of labour, the quantity of which 
has not been increased, as they acknowledge it would have on 
the price of shoes, of hats, and of corn, if the quantity of those 
commodities were not increased. The relative market value 
of hats and shoes is regulated by the demand and supply of hats, 
compared with the demand and supply of shoes, and money is 
but the medium in which their value is expressed. If shoes be 
doubled in price, hats will also be doubled in price, and they will 
retain the same comparative value. So if corn and all the 
necessaries of the labourer be doubled in price, labour will be 
doubled in price also i and while there is no interruption to the 
usual demand and supply of necessaries and of labour, there 
can be no reason why they should not preserve their relative 
value. 

Neither a fall in the value of money, nor a tax on raw produce, 
though each will raise the price, will fU&tssar,ly interfere with 
the quantity of raw produce, or with the number of people, who 
are both able to purchase and willing to consume it. It is very 
easy to perceive why, when the capital of a COtlIltry increases 
irregularly, wages sbould rise, whilst the price of corn remains 
stationary, or rises in a less proportion; and why, "'hen the 
capital of a country diminishes, wages should fall whilst com 
remains stationary, or falls in a much less proportion, a.n4 ~ 
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too for a considerable time; the reason is, because labour is a 
commodity which cannot be increased and diminished at 
pleasure. If there are too few hats in the market for the demand 
the price will rise, but only for a short time; for in the course 
of one year, by employing more capital in that trade, any reason­
able addition may be made to the quantity of hats, and there­
fore their mark~t price cannot long very much exceed their 
natural price; but it is not so with men; you cannot increase 
their number in one or two years when there is an increase of 
capital, nor can you rapidly diminish their number when capital 
is in a retrograde state j and, therefore, the Dumber of hands 
increasing or diminishing slowly, whilst the funds for the main­
tenance of labour increase or diminish rapidly, there must be 
a considerable interval before the price of labour is exactly 
regulated by the price of com and necessaries; but in the case 
of a fall in the value of money, or of a tAX on corn, there is Dot 
necessarily any excess in the supply of labour, Dor any abate­
ment of demand, and therefore there can be no reason why the 
labourer should sustain a real diminution of wages. 

A tax on com does not necessarily diminish the quantity of 
com, it only raises its money price; it does not necessarily 
diminish the qemand compared with the supply of labOUT; why 
then should it diminish the portion paid to the labourer? Sup­
pose it true that it did duninish the quantity given to the 
labourer, in other words, that it did not raise his money wages 
in the same proportion as the tax raised the price of the com 
which be consumed; would not the supply of com exceed the 
demand? - would it not fall in price? and would not the 
labourer thus obtain his usual portion? In such case, indeed, 
capital would be withdrawn from agriculture; for if the price 
were not increased by the whole amount of the tax, agricultural 
profits would be lower than the general level of profits, and 
capital would seek a more advantageous employment. In 
regard, then, to a tax on raw produce, which is the point under 
discussion, it appears to me that no interval which could bear 
oppressively on the labourer would elapse between the rise in 
the price of raw produce and the rise in the wages of the 
labourer; and that therefore no other inconvenience would be 
suffered by this class than that which they would suffer from 
any other mode of taxation, namely, the risk that the tax might 
infringe on the funds destined for the maintenance of labour. 
pnd might therefore check or abate the demand for it. 

With .respect to the third objection against taxes on raw 
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produce, namely, that the raising wages, and lowering profits, 
III a discouragement to accumulation, and acts in the same way 
as a natural poverty of soil; I have endeavoured to show in 
another part of this work that savings may be 8.S etIectually 
made from expenditure as from production; from a reduction 
in the value of commodities as from a rise in the rate of profits. 
By increasing my profits from £1000 to £1200, whilst prices 
continue the same, my power of increasing my capital by savings 
is increased, but it is not increased so much as it would be if my 
profits continued as before, whilst commodities were so lowered 
In price that £800 would procure me as much as booo purchased 
before. 

Now the sum required by the tax must be raised, and the 
question simply is, whether the same amount shall be takeo 
from individuals by diminishing their profits, or by raising the 
prices of the commodities on which their profits will be expended. 

Taxation under every form presents but a choice of evils; 
if it do not act on profit, or other sources of income, it must 
act on expenditure j and provided the burthen be equally 
borne, and do not repress reproduction, it is inditIerent on which 
it is laid. Taxes on production, or on the profits of stock, 
whether applied immediately to profits or indirectly by taxing 
the land or its produce) have this advantage over other taxes; 
that, provided all other income be taxed, no class of the com­
munity can escape them, and each contributes according to 
his means. 

From taxes on expenditure a miser may escape i he may have 
an income of {,to,ooo per annum, and expend only £300; but 
from taxes on profits, whether direct or indirect, hit cannot 
escape; he will contribute to them either by giving up a part; 
or the value of a part, of his produce i or by the advanced prices 
of the necessaries essential to production he will be unable to 
continue to accumulate at the same rate. He may, indeed, 
have an income of the same value. but he will not have the 
same command of labour, nor of an equal quantity of materials 
on which such labour can be exercised. 

If a country is insulated from all others, having no commerre 
with any of its neighbours, it can in no way shift any portion 
of its taxes from itself. A portion of the produce of its land 
and labour will be devoted to the service of the state; and I 
cannot but think that, unless it presses wtequally -on that class 
which accumulates and saves, It will be of little importance 
whether the taxes be levied on profits, on, agricultural, or on 
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tnanufactured commodities. If my revenue be £tooo per 
annum, and I must pay taxes to the amount of boo, it is of 
little importance whether I par it from my revenue, leaving 
myself only £900, or pay boo m addition for my agricultural 
commodities, or for my manufactured goods. If £100 is my 
fair proportion of the expenses of the country, the virtue of 
taxation consists in making sure that I shall pay that £100, 

neither more nor less i and that cannot be effected in any 
manner so securely as by taxes OD wages, }>rofits, or raw produce. 

The fourth and last objection which remains to be noticed is: 
That b;y raising the price of raw produce, the prices of all commo­
dities mto which raw producl) enters will be raised,' and that, 
therefore, we shall not meet the foreign manufacturer on equal 
terms in the general market. 

In the first place, com and all home commodities could not be 
materially nused in price without an influx of the precious 
metals; for the same quantity of money could not circulate the 
same quantity of commodities at high as at low prices, and the 
precious metals never could be purchased with dear commo­
dities. When more gold is required, it must be obtained by 
giving more and not fewer commodities in exchange for it. 
Neither could the want of money be supplied by paper, for it 
is not paper that regulates the value of gold as a commodity, 
but gold that regulates the value of paper. Unless, then, the 
value of gold could be lowered, no paper could be added to the 
circulation without being depreciated. And that the value 
of gold could not be lowered appears clear when we consider 
that the value of gold as a commodity must be regulated by the 
quantity of goods which must be given to foreigners in exchange 
for it. When gold is cheap, commodities are dear; and when 
gold is dear, commodities are cheap, and fa\I in price. Now as 
no cause is shown why foreigners should seU thelJ' gold cheaper 
than usual, it does not apptar probable that there would be 
any influx of gold. Without such an influx there can be no 
increase of quantity, no faU in its value, no rise in the general 
price of goods.1 

The probable effect of a tax on raw produce would be to 
Jaise the price of raw produce, and of all commodities in which 
raw produce entered, hut not in any degree proportioned to the 
tax; while other commodities in which DO raw produce entered, 

J It may be doubted whether comDloditi .... raised In price merely by 
tallation, would require 8I1y mere _1 b their dreulatiOD. 1 beline 
they woald DOt. 
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such as articles made of the metals and the earths, would fall 
in price: so that the same quantity of money as belore would be 
adequate to the whole circulation. 

A tax which should have the effect of raising the price of aU 
home productions would not discourage exportation, except 
during a very limited time. U they were raised in price at home, 
they could not indeed immediately be profitably exported, 
because they would be subject to a burthen here from which 
'abroad they were free. The tax would produce the same efiect 
as an alteration in the value of money, which was not general 
and common to all countries, but confined to a single one. II 
England were that country, she might not be able to sell, but she 
would be able to buy, because importable commodities would 
not be raised in price. Under these circumstances nothing but 
money could be exported in return for foreign commodities, 
but this is & trade which could not long continue; a nation 
cannot be exhausted of its money, for after a certain quantity 
has left it, the value of the remainder will rise, and such a price 
of commodities will be the consequence that they will again 
be capable of being profitably exported. When money bad 
risen, therefore, we should no longer. export it in return for 
goods, but we should export those manufactures which had first 
been raised in price by the rise in the price of the raw produce 
from which they were made, and then again lowered by the 
exportation of money. 

But it may be objected that when money so rose in value it 
would rise with respect to foreign as well as home commodities, 
and therefore that aU encouragement to import foreign goods 
would cease. Thus, suppose we imported goods which cost 
~IOO abroad, and which sold for £120 here, we should cease to 
Import them when the value of money had so risen in England 
that they would only sell for boo here: this, however, could 
never happen. The motive which determines us to import Ii. 
commodity is the discovery of its relative cheapness abroad: 
it is the comparison of its price abroad with its price at home. 
II a country export hats, and import cloth, it does so because 
it can obtain more doth by making hats and exchanging them 
for cloth than if it made the doth inseU. If the rise of raw 
produce occasions any increased cost of production in making 
hats, it would occasion also an increased cost in making cloth. 
If, therefore, both commodities were made at home, they would 
both rise. One, however, bein~ a commodity which we import, 
would not rise, neither would It faU when the value of money 
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rose; for by not falling it would regain its natural relation to 
the exported commodity. The rise of raw produce makes a 
hat rise from 30s. to 33S., or 10 per cent.: the same cause, if 
we manufactured cloth, would make it rise from :lOS. to 221. per 
yard. This rise does not destroy the relation between cloth and 
hats j a hat was, and continues to be, worth one yard and a half 
of cloth. But if we import cloth, its price will continue uni­
formly at 20S. per yard, unaffected first by the fall, and then' 
by the rise in the value of money; whilst hats, which had risen 
from 3°S. to 33S., will again fall from 33S. to 3OS., at which 
point the relation between cloth and hats will be restored. 

To simplify the consideration of this subject, I have been 
supposing that a rise in the value of raw materials would affect, 
in an equal proportion, all home commodities; that if the effect 
on one were to raise it 10 per cent., it would raise all 10 per cent.; 
but as the value of commodities is very differently made up of 
raw material and labour; as some commodities, for instance, 
al\ those made from the metals, would be unaffected by the rist: 
of raw produce from the surface of the earth, it is evident that 
there would be the greatest variety ·in the effects produced on 
the value of commodities by a tax on raw produce. As far as 
this effect was produced, it would stimulate or retard the expor­
tation of particular commodities, and would undoubtedly be 
attended with the same inconvenience that attends the taxing 
of commodities; it would destroy the natural relation between 
the value of each. Thus the natural price of a hat, instead of 
being the same as a yard and a half of cloth, might only be of 
the value of a yard and a quarter, or it might be of the value 
of a yard and three quarters, and therefore rather a different 
direction might be given to foreign trade. All these incon­
veniences would probably not interfere with the value of the 
exports and imports; they would only prevent the very best 
distribution of the capital of the whole world, which is never 
so well regulated as when every commodity is freely allowed 
to settle at its natural price, unfettered by artificial restraints. 

Although, then, the nse in the price of most of our own com­
modities would for a time $eck exportation generally, and 
mi~ht pennanently prevent the exportation of a few comm~ 
ditles, It could not materially interfere with foreign trade, and 
would not place us under any comparative disadvantage as far 
as regarded competition in foreign markets. 



CHAPTER X 

TAXES OX RENT 

A TAX on rent would affect rent only; it would faU wholly on 
lancjlords, and could not be shifted to any class of consumers. 
The landlord could not'raise his rent, because he would leave 
unaltered the difierence between the produce obtained from 
the least productive land in cultivation, and that' obtained 
from land of every other qUality. Three sorts of land, No. I, 
2, and 3, are in cultivation, and yield respectively, with the 
same labour, 180, 170, and 160 quarters of wheat; but NO.3 
pays no rent, and is therefore untaxed: the rent then of No.2 
cannot be made to exceed the value of ten, nor No. I of twenty 
quarters. Such a tax could not raise the price of raw produce, 
because, as the cultivator of NO.3 pays neither rent nor tax, 
he would in no way be enabled to raise the price of the com­
modity produced. A tax on rent would not discourage the 
cultivation of fresh land, for such land pays no rent, and would 
be untaxed. If No. 4 were taken into cultivation, and yielded 
150 quarters, no tax would be paid for such land; but it would 
create a rent of ten quarters on NO.3, which would then com­
mence paying the tax. 

A tax on rent, as rent is constituted, would discourage culti· 
vation, because it would be a tax on the profits of the landlord. 
The term rent of land, as I have elsewhere observed, is applied 
to the whole amount of the value paid by the farmer to his 
landlord, a part only of which is strictly rent. The buildings 
and fixtures, and other expenses paid for by the landlord, form 
strictly a part of the stock of the farm, and must have been 
furnished by the tenant, if not providM by the landlord. Rent 
is the sum paid to the landlord for the use of the land, and for 
the use of the land only. The further sum that is paid to him 
under the name of rent is for the use of the buildings, etc., and 
is really the profits of the landlord's stock. In taxing rent, as 
no distinction would be made between that part paid for the 
use of the land, and that paid for the use of the landlord's stock, 
a portion of the tax would fall on the landlord's profits, and 
would, therefore, discourage cultivation, unless the price of raw 

JlO 
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roduce rose. On that land, for the use of which no rent was 
Lid, a compensation under that name might be given to the 
.ndlord for the use of his buildings. These buildings would 
ot be erected, nor would raw produce be grown on such land, 
Jl the price at which it lold would not only pay for all the 
sual outgoings, but also this additional one of the tax. This 
art of the tax does not fall on the landlord, nor on the fanner. 
ut on the consumer of raw produce. 
There can be little doubt but that if a tax were laid on rent, 

mdlords would soon find a way to discriminate between that 
rhich is paid to them for the use of the land, and that which is 
oaid for the use of the buildings, and the improvements which 
.re made by the landlord's stock. The latter would either be 
Ailed the rent of hQuse and buildings, or on aU new land takeu 
nto cultivation such buildings would be erected and improve­
nents would be made by the tenant and not by the landlord. 
rhe liUldlord's capital might indeed be really employed for that 
lUrpOSej it might be nominally expended by the tenant, the 
andlord furnishing him with the means, either ill the shape of 
, loan, or in the purchase of an annuity for the duration of the 
ease. Whether distinguished or not, there is a real diiIerence 
letween the nature of the compensations which the landlord 
receives for these different objects j and it is quite certain that 
a. tax on the real rent of land falls wholly on the landlord, but 
that a tax on that remuneration which the landlord receives for 
the use of this stock expended on the farm, falls, in a progressive 
country, on the consumer of raw produce. U a tax were laid 
on rent, and no means of separating the remuneration now paid 
by the tenant to the landlord under the name of rent were 
adopted, the tax, as far as it regarded the rent on the buildings 
and other fixtures, would never fall for any length of time on 
the landlord, but 011 the consumer. The capital expended on 
these buildings, etc. must dord the usual profit of stock j but 
it would cease to afford this profit on the land last cultivated if 
the expenses of those buildings, etc., did not fall on the tenant· 
and if they did, the tenant would then cease to make his usu1. 
profits of &tock, unless he could tbarge them o~ the consumer, 



CHAPTER Xl 

TITHES 

TITHES are a tax on the gross produce of the land, and, Ii! 
taxes on raw produce, fall wholly on the consumer. They differ 
from a tax on rent, inasmuch as they affect land which such a 
tax would not reach; and raise the price of raw produce which 
that tax would not alter. Lands of the worst quality, as well 
as of the best, pay tithes, and exactly in proportion to the 
quantity of produce obtained from them; tithes are therefore 
an equal tax. - _. 

If land of the last quality, or that which pays no rent, and 
which regulates the price of com, yield a sufficient quantity to 
give the farmer the usual profits of stock, when the price of 
wheat js l4 per quarter, the price must rise to £4 81. before the 
same profits can be obtained after the tithes are imposed, 
because for every quarter of wheat the cultivator must pay 
eight shillings to the church, and if he does not obtain the same 
profits, there is no reason why he should not quit his employ· 
ment, when he can get them in other trades. _ 

The only. difference between tithes and taxes on raw produce 
is that one is a variable money tax, the other a fixed mont')' 
tax. In a stationary state of society, where there is neither 
increased nor diminished facility of producing com, they will 
~e precisely the same in their effects; for, in such a state, CQrD 

will be at an invariable price, and the tax will therefore be also 
invariable. In either a retrograde state, or in a state in which 
great improvements are made in agriculture, and where COD­
sequently raw produce will fall in value comparatively with 
other things, tithes will be a lighter tax than a permanent 
money tax; for if the price of com should fall from £4 to [3. 
the tax would fall from eight to six shillings.- In a progressive 
state of society, yet without any marked improvements in 
agriculture, the price ~ com would rise, and tithes would be 
a heavier tax than a permanent money tax. If com rose from 
£4 to !S, the tithes on the same land would advance from eight 
to ten shillings. 

Neither tithes nor a money tax will affect the money rent oj 
112 
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lndlords, but both will materially affect com rents. We have 
Jready observed how a money tax operates on com rents, and 
t is equally evident that a similar efiect would be produced by 
,ithes. If the lands, No. I, 2, 3, respectively produced 180, 
.70, and 160 quarters, the rents might be OD No. I, twenty 
luamrs, and on No. I, ten quarters; but they would no longer 
}reserve that proportion after the payment of tithes; for if a 
;enth be taken from each, the remaining prodnce will be 16:1, 
153,144, and consequently the com rent of No. I will be reduced 
to eighteen, and that of No. I to nine quarters. But the price 
If com would rise from 14'to {4 Ss. lold.; for 144 quarters are 
to {4 as 160 quarters to £4 8s. lold. and· consequently the 
money rent would cOl\tinue unaltered; for on No. I it would 
be {So,l and on No.2, {40.· 

The chief objection against tithes is that they are not a 
penn anent and fixed tax, but increase in value in proportion 
as the difficulty of producing com increases. If those diffi­
culties should make the price of com {4, the tax is Ss.; if they 
.hould increase it to is, the tax is IDS.; and ~t £6 it is us. 
They not only rise in value, but they increase in amount: thus, 
when No. I was cultivated, the tax was only levied on 180 
quarters; when No.2 was cultivated, it was levied on 180 
+ 170, or 350 quarters; and when No. 3 was cultivated, on 
180 + 170 + 160 == 510 quarters. Not only is the amount of 
tax increased from 100,000 quarters to 200,000 quarters when 
the produce is increased from one to two millions of quarters j 
but, owing to the increased labour necessary to produce the 
second million, the relative value of raw produce is so advanced 
that the 100,000 quarters may be, though only twice in quantity, 
ye~ in value three times that of the 100.000 quarters which were 
paid before. 

If an equal value were raised for the church by any other 
means, increasing in the same manner as tithes increase, pro­
portionably with the difficulty of cultivation, the efiett would 
be the same; and therefore it is a mistake to suppose that, 
because they are raised on the land, they discoura~e cultivation 
more than an equal amount would do if raised m any other 
manner. The church would in both cases be constantly obtain­
ing an increased portion of the net produce of the land and 
labour of the coun~. In an improving state of society, the 
net produce of land IS always diminishing in proportion to its 
gross produce; but it is from the net income of a country that 

1,8 quart ..... at '4 II. JOf4, • g quarters at 't ea. 10f4. 
Ht. 
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all taxes are ultimately paid, ~ither in 1\ progressive or in & • 
stationary country. A tax increasing with the gross income, 
-an.d falling on the net income, must necessarily be a very 
burdensome and .. very intolerable tax. Tithes are a tenth 
01 the gross and not of the net produce of the land, and there­
fore as society improves in wealth, they must, though the same 
proportion of the gross produce, become a larger and Iargt'r 
vroportion of the net produce. 

Tithes, however, may be considered as injurious to landlords, 
inasmuch as they act as a bounty on importation, by taxing 
the growth of home corn while the importation of foreign com 
remains unfettered. And if, in order to· relieve the landlords 
from the effects of the diminished demand for land which such 
a bounty must encourage, imported corn were also taxed, in 
an equal degree with com grown at home, and the produce paid 
to the state, no measure could be more fair and equitable; 
since whatever were paid to the state by this tax would go to 
diminish the other taxes which the expenses of government 
make necessary; but if such a tax were devoted only to increase 
the fund paid to the church, it might indeed on the whole in­
crease the general mass of production, but it would diminish 
the portion of tha.t mass allotted to the productive classes. 

If the trade of cloth were left perfectly free, our manufuc.. 
turen might be able to sell cloth cheaper than we could import 
it. If a tax were laid on the home manufacturer. and not on 
the importer of cloth, capital might be injuriously driven from 
the manufacture of cloth to the manulacture of some other 
commodity, as cloth might then be imported cheaper than it 
could be made at home. If imported cloth should also be taxed, 
cloth would again be manufactured at home. The consumer 
first bought cloth At home because it was cheaper than foreign 
cloth; he then bought foreign cloth because it was cheaper 
untaxed than home cloth taxed: he lastly bought it again at 
home because it was cheaper when both home and foreign cloth 
were taxed. It is in the last case that he pays the greatest 
price for his cloth; but all his additional payment is gained by 
the state. In the second case, he pays more than in the fim, 
but all he pays in addition is not received by the state, it " 
an increased price caused by difficulty of production, which. it 
incurred because the easiest means of production are takerl 
away from us by being fettered with a tax:. 



CHAPTER. XI! 

LAND-TAX 

A LAND-TAX, levied in proportion to the rent of land, and vary­
ing with every variation of rent, is in effect a tax on rentj aid 
as such a tax will not apply to that land which yields no rent, 
nor to the produce of that capital which is employed on the 
land with a view to profit merely, and which never pays rent; 
it will not in any way affect the price of raw produce, but will 
fall wholly on the landlords. In no respect would such a tax 
differ from a tax on rent. But if a land-tax be imposed on all 
cultivated land, however moderate that tax may be, it will be 
" tax on produce, and will therefore raise the J?rice of produce. 
1l NO.3 be the laml last cultivated, although l~ should pay no 
rent, it cannot, after the tax, be cultivated, and afford the 
general rate of profit, unless the price of produce rise to meet 
the tax. Either capital will be withheld from that employment 
until the price of corn shall have risel'l, in consequence of demand, 
sufficiently to afford the usual profit; or if already employed 
on such land, it will quit it, to seek a more advantageous em­
ployment. The tax cannot be removed to tlle landlord, for by 
the supposition he receives no rent. Such a tax may be pro­
portioned to the quality of the land and the abundance of its 
produce, and then it differs in no respect from tithes; or it may 
be a fixed tax per acre on all land cultivated, whatever its 
quality may be. 

A land-tax of this latter description would be a very unequal 
tax, and would be contrary to one of the four maxims with 
regard to taxes in general, to which, according to Adam Smith, 
all taxes should conform. The four maxims are as follow;-

I ... The subjects of every state ought to contlibute towards 
the support of the ~vernment, as nearly as possi\l;(l 
in proportion to theIr respective abilities. 

2 ... Thll tax which each individual is bound to pay ought to 
be certain, and Ilot arbitrary. 

3. .. Every tax ought to be levied at the time or in thc 
manller in which it is most likely to be convenient for 
the contributor to pay it. 

uS 
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4. "Every tax ought ·to be so contrived as both to take out 

and to keep out of the pockets of the people as little 
as possible, over and above wbat it brings into the 
public treasury of the state." 

An equal land-tax, imposed indiscriminately and without any 
regard to the distinction of its quality, on all lan~ cultivated, 
will raise the price of corn in proportion to the tax paid by thf, 
cultivator of the land of the worst quality. Lands of different 
quality, with the employment of the same capital, will yield 
very different quantities of raw produce. If on the land which 
yields a thousand quarters of corn with a given capital a tax 
of £Ioo be laid, com will rise 2$. per quarter to compensate the 
fanner for the tax. But with the same capital on land of a 
better quality, 2000 quarters may be produced, which at 2S. 

a quarter advance would give £200; the tax, however, bearing 
equally on both lands, will be £roo on the better as well as on 
the inferior, and consequently the consumer of corn will be 
taxed, not only to pay the exigencies of the state, but also to 
give to the cultivator of the better land £100 per annum during 
the period of his lease, and afterwards to raise the rent of the 
landlord to that amount. A tax of this description, then, 
would be contrary to the fourth maxim of Adam Smith-it 
would take out and keep out of the pockets of the people more 
than what it brought into the treasury of the state. The taille 
in France, before the Revolution, was a tax of this description; 
those lands only were taxed which were held by an ignoble 
tenure, the price of raw produce rose in proportion to the tax, 
and therefore they whose lands were not taxed were benefited 
by the increase at their rent. Taxes on raw produce, as well as 
tithes, are free from this objection: they raise the price of raw 
produce, but they take from each quality of land a contribution 
In proportion to its actual prodl1ce, and not in proportion to 
the produce of that which is the least productive. 

From the peculiar view which Adam Smith took of rent, from 
his not having observed that much capital is expended in every 
country on the land for which no rent is paid, he concluded that 
all taxes on the land, whether they were laid on the land itself 
in the form of land-tax or tithes, or on the produce of the land, 
or were taken from the profits of the farmer, were all invariably 
paid by the landlord, and that he was in all cases the real con­
tributor, although the tax WAS, in general, nominally advanced 
by the tenant. .. Taxes upon the produce of the land," he says, 
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II are in reality taxes upon the rent; and though they may be 
ongina\1y advanced by the farmer, are finally paid by the land­
lord. When a certain portion of the produce is to be paid away 
for a tax, the fanner computes as well as he can what the value 
of this portion is, one year with another, likely to amount to, 
and he makes a proportionable abatement in the rent which he 
agrees to pay to the landlord. There is no fanner who does not 
compute beforehand what the church-ti\be, which is a land-tax 
of this kind, is, one year with another, likely to amount to." 
It is undoubtedly true that the farmer does calculate his prob­
able outgoings of all descriptions when agreeing with his land­
lord for the rent of his farm; and if, for the tithe paid to the 
church, or for the tax on the produce of the land, he were not 
compensated by a rise in the relative value of the produce of 
his farm, he would naturally endeavour to deduct them from 
his rent. But this is precisely the question in dispute: )Vhether 
he will eventually deduct them from his rent, or be compensated 
by a higher price of produce. For the reasons which have been 
Illready ~ven, I cannot have the least doub~ but that they 
would raIse the price of produce, and consequently that Adam 
Smith has taken an incom:<:t view of this important question. 

Dr. Smith's view of this subject is probably the reason why 
he has described .. the tithe, and every other land-tax of this 
kind, under the appearance of perfect equality, as very unequal 
taxes; a certain portion of the produce being in different 
situations equivalent to a very different portion of the rent." 
I have endeavoured to show that such taxes do not fall with 
unequal weight on the different classes of farmers or landlords, 
as they are both compensated by the rise of raw produce, and 
only contribute to the tax in proportion as they are consumers 
of raw produce. InlLStnuch indeed as wages, and through 
wages, the rate of profits are affected, landlords, instead of 
contributing their full share to such a tax, are the class peculiarly 
exempted. It is the profits of ItoCk from which that portion 
of the tax is derived ~hidl·fal1s on those labourers, who, from 
the insufficiency of their funds, are incapable of paying taxes; 
this portion is exclusively borne by all those whose income is 
derived from the employment of stock, and therefore it in no 
degree affects landlords. 

It is not to be inferred from this view of tithes, and taxes on 
the land and its produce, that they do not discourage cultiva­
tion. Everything which raises the exchangeable value of 
commodities of any. kind which are in very general 'demand 
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tends to discourage both cultivation and production; but tltis 
is an evil inseparable from all taxation, and is not confined to 
the particular taxes of which we are now speaking. 

This may be considered, indeed, as the unavoidable disad­
vantage attending all taxes received and expended by the state. 
Every new tax bel;omes a new charge on production, and raiSt's 
natural price. A portion of the labour of the country which 
was before at the disposal of the contributor to the tax is placed 
at the disposal of the state, and cannot therefore be employed 
productively. This portion may become so large that sufficient 
surplus produce may not be left to stimulate the exertions of 
those who usually augment by their savings the capital of the 
state. Taxation has happily never yet in any free country 
been carried so far as constantly from year to year to diminish 
its capital. Such a state of taxation could not be long endured; 
or if endured, it would be constantly absorbing so much of the 
annual produce of the country as to occasion the most extensive 
scene of misery, famine, and depopulation. 

" A land-tax," says Adam Smith, .. which, like that of Great 
Britain, is assessed upon each district according to a certain 
invariable canon, though it should be equal at the time of its 
first establishment, necessarily becomes unequal in process of 

'time, according to the unequal degrees of improvement or 
neglect in the cultivation of the different parts of the country. 
In England the valuation according to which the different 
counties and parishes were assessed to the land-tax by the 4th 
William and Mary was very unequal, even at its first establish· 
ment. This tax, therefore, so far offends against the first of 
the four maxims above mentioned. It is perfectly agreeable 
to the other three. It is perfectly certain. The time of pay. 
ment for the tax being the same, as that for the rent, is as con 
venient as it carl be to the contributor. Though the landlof< 
is in all cases the real contributor, the tax is commonly advanCet 
by the tenant, to whom the landlord is obliged to allow it iJ 
the payment of the rent." 

If the tax be shifted by the tenant not on the landlord bu 
on the consumer, then if it be not unequal at first, it can nev< 
become so; for the price of p'roduce has been at once raised in 
proportion to the tax, and will allerwards vary no more on that 
account. It may offend, if unequal, as I have attempted to 
show that it will, against the fourth maxim above mentioned, 
but it will not offend against the first. It may take more out 
of the pockets of the people than it brings into the public 
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treasury of the state, but it will not fall unequally on any 
particular cIa.ss of contributors. M. Say appears to me to have 
mistaken the nature and effects of the English land-tax, when 
he says, .. Many persons attribute to this fixed valuation the 
great prosperity of English agriculture. That it has very much 
contributed to it there can be no doubt. But what should we 
say to a government which, addressing itself to a small trader, 
should hold this language: 'With a small capital you are 
carrying 011 a limited trade, and your direct contribution is in 
consequence very small. Borrow and accumulate capital; 
extend your trade, SO that it may procure you immense profits; 
yet you shall never pay a greater contribution. Moreover, 
when your successors shall inherit your profits, and shall have 
further increased them, they shall not he valued higher to them 
than they are to you; and your successors shall not bear a 
greater portion of the public burdens! 

.. Without doubt this would be a great encouragement gIVen 
to manufacturers and trade; but would it be just? Could not 
their advancement bf: obtained at any other price? In England 
itself, has not manufacturing and commercial industry made 
even greater progress, since the same period, without being 
distinguished with so much partiality? A landlord by his 
assiduity, economy, and skill 1llcre&SeS his annual revenue by 
5000 francs. If the state claim of him the 61th part of his 
augmented income, will there not remain 4000 francs of increase 
to stimulate his further exertions' I' 

M. Say supposes, .. A landlord by his assiduity, economy, and 
skill to increase his annual revenue by 5000 francs;" but. 
landlord has no meanS of employing his assiduity, economy, 
and skill on his land unless he farms it himself; and then it is 
in quality of capitalist and fanner that he makes the improve­
ment, and not in quality of landlord. It is not conceivable that 
he could so augment the produce of his farm by any tmdi. 
skill on his part, without first increasing the quantity of capital 
employed upon it. II he increased the capital, his larger revenue 
might bear the same proportion to his increased capital, as the 
revenue of all other farmers to their capitals. 

II M. Say', luggestion were followed, and the state were to 
claim the fifth part of the augmented income of the fanner, it 
would be a partial ta:t on farmers, acting all their profits, and 
pot affeCting the profits of those in o¢.er ffllployments. The 
ta.'( would be paid by all lands, by those which yielded acantily 
as well as by those which yielded abundantly; and on some 
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lands there could be no compensation for it by deduction from 
rent, for no rent is paid. A partial tax on profits never falls 
on the trade on which it is laid, for the trader will either qUit 
his employment or remunerate himself for the tax. Now, those 
who pay no rent could be recompensed only by a rise in the 
price of produce, and thus would M. Say'. proposed tax fall on 
the consumer, and not either on the landlord or fanner. 

l{ the proposed tax were increased in proportion to the 
increased quantity or value of the gross produce obtained from 
the land, it would differ in nothing from· tithes, and would equally 
be transferred to the consumer. Whether then it fell on the 
gross or on the net produce of land, it would be equally a tax 
on consumption, and would only affect the landlord and farmer 
in th~ same way as other taxes on raw produce. . 

If no tax whatever had been laid on the land, and the same 
sum had been raised by any other means, agriculture would have 
flourished at least as well as it has done; for it is impossible 
that any tax O'n land can be an tn&our4gement to agriculture; 
a moderate tax may not, and probably does not, greatly prevent, 
but it cannot encourage production. The English government 
has held no such language as M. Say has supposed. It did not 
promise to exempt the agricultural class and their successors 
from all future taxation, and to raise the further supplies which 
the state might require from the other classes of society; it 

.said only, .. in this mode we will no further burthen the land; 
but WI' retain to ourselves the most perfect liberty of making 
you pay, under some other form, your full quota to the future 
exigencies of the state." 

Speaking of taxes in kind, or a tax of a certain proportion of 
the produce, which is precisely the same as tithes, M. Say says, 
.. This mode of taxation appears to be the most equitable; 
there is, however, none which is less so: it totally leaves out of 
consideration the advances made by the producer; it is pro­
portioned by the gross, and not to the net revenue. Two 
agriculturists cultivate different kinds of raw produce: one 
cultivates com on middling land, his expenses amounting 
annually on an average to 8000 francs; the ~w produce from 

_his lands sells for 12,000 francs; he bas then a net revenue of 
4000 francs • 

.. His neighbour has pasture or wood land, which brings in 
every year a like sum of 12,000 francs, but his expenses amount 

. only to 2000 francs. He has therefore on an average a net 
revenue of 10,000 francs. 
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.. A law ordains that a twelfth of the produce of all the fruits 
of the earth be levied in kind, whatever they may be. From 
the first is taken, in consequence of this law, com of the value 
of 1000 francs; and from the second, hay, cattle, or wood, of 
the same value of 1000 francs. What has happened? From 
the one, a quarter of his net income, 4000 francs, has been 
taken: from the other, whose income was 10,000 francs, a tenth 
only ha.s been taken. Income is the net profit which remains 
after replacin$' the capital eXlI,ctly in its former state. Has a 
merchant an Income equal to all the sales which he makes in 
the course of a year; certainly not; his income oaly amounts 
to the excess of his sales above his advances, and it is on this 
excess only that taxes on income should fall." 

M. Say'. error in the above passage lies in supposing that 
because the value of the produce of one of these two farms, a11er 
reinstating the capital, is greater than the value of the produce 
of the other, on that account the net income of the cultivators 
will differ by the same amount. The net income of the land­
lords and tenants together of the wood land may be much' 
greater than the Det income of the landlords and tenants of the 
com land; but it is on account of the difference of rent, and not 
on account of the difference in the rate of profit. M. Say bas 
wholly omitted the consideration of the different amount of 
rent which these cultivators would have to pay. There cannot 
be two rates of profit in the same employment, and therefore 
when the value of produce is in different proportions to capital, 
it is the rent which will differ, and not the profit. Upon what 
pretence would one man, with a capital of 2000 francs, be 
allowed to obtain a net profit of 10,000 francs from its employ­
ment, whilst another, WIth a capital of 8000 francs, would only 
obtain 4000 francs? Let M. Say make a due allowance for rent; 
let him further allow for the e1Iect which such a. tax would have 
on the prices of these different kinds of raw produce, and he will 
then perceive that it is not an unequal tax, and, further, that 
the producers themselves will no otherwise contribute to it 
than any other class of consumen. 
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t.t.XES ON GOL:D 

THE rise in the price of commodities, in consequence of taxation 
or of difficulty of production, will in all cases ultimately ensue; 
but the duration of the interval before the market price will 
conform to the natural price must depend on the nature of the 
commodity, and on the facility with which it can be reduced in 
quantity. If the quantity of the commodity taxed could not 
be diminished, if the capital" of the farmer or of the hatter, for 
instance, could not be withdrawn to other employments, it 
would be of no consequence that their profits were reduced 
below the general level by means of a tax; unless the demand 
for their commodities should increase, they would never be 
able to elevate the market price of com and of hats up to their 
increased natural price. Their threats to leave their employ­
ments, and remove their capitals to more favoured trades, 
would be treated as an idle menace which could not be carried 
into effect; and consequently the price would not be raised by 
diminished production. Commodities, however, of all descrip­
tions, can be reduced in" quantity, and capital can be removed \ 
from trades which are less profitable to th06e which are more 
so, but with difierent degrees of rapidity. In proportion as the 
supply of a particular commodity can be more easily reduced, 
without inconvenience to the producer, the price of it will more 
quickly rise after the difficulty of its production has been 
increased by taxation, or by any other means. Com being a 
commodity indispensably necessary to every one, litUe eilect 
will be produced on the demand for it in consequence of a tax, 
and therefore the supply would not probably be long excessive, 
even if the producers had great difficulty in removing their 
mpitaIs from the land. For this reason, the price of com will 
speedily be raised by taxation, and the farmer will be enabled 
to transfer the tax from himself to the consumer. 

If the mines which supply us with gold were in this country~ 
and if gold were taxed, it could not rise in relative value to other 
things till its quantity were reduced. This would be more 
particularly the case if gold were used exclusively for money. 
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It is true that the least productive mines. those which paid no 
rent. could no longer be worked, as they could not afford the 
general rate of profits till the relative Yalue of gold rose by a 
sum equal to the tax. The quantity of gold, and, therefore, the 
~uantity oj money, would be slowly reduced I it would be a 
little diminished m one year, a little more in another, and 
fihally its value would be raised in proportion to the tax; but, 
in the interval, the proprietors or holders, as they would pay 
the tax;would be the sufferers, and not those who used money. 
If out of every 1000 quarters of wheat in the country, and every 
1000 produced in future, government should exact 100 quarters 
as a tax, the remainmg 900 quarters would exchange for the same 
quantity of other commodities that 1000 did before; but if 
the same thing took place with respect to gold, if of every £1000 
money no ... in the country, or in future to be brought into it, 
government CQuid exact £100 as a tax, the remaining £900 
would purchase .ery little more than £900 purchased before. 
The tax would fall upon him whose property consisted of 
mont'y, and would continue to do so till its quantity were 
reduced in proportion to the increased cost of its production 
caused by the tax. 

This, perhaps, would be more particularly the case with 
respect to a metal used for money than any other commodity; 
because the demand for money is not for a definite quantity, 
as is the demand for clothes, or for food. The demand for 
money is regulated entirely by its value, and its value by its 
qUahtity. If gold were of double the value, half the quantity 
would perfonn the same functiona in circulation, and if it were 
of half the value, double the quantity would be required. If 
the market value of com be increased one-tenth by taxation, 
or by difficulty of production, it is doubtful whether any ,effect 
whatever would be produced on the quantity oonsumed, because 
every man's wa.nt IS for a definite quantity, and, therefore, if 
he has the means of purchasing, he will continue to consume as 
before: but for money, the demand is exactly proportioned to 
its value. No man oould con*ume twice the quantity of COlD 

which is usually necessary for his support, but every man 
'purchasing and seiling only the same quantity of goods may be 
obliged to employ twice, thrice, or any Dum~ of times the 
same quantity of money. 

The argument which I have just been using applies only to 
those states of society in which the J.>recious metals are used 
for money, and where paper credit lS not established. The 
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metal gold, like all other commodities, has its value in the 
market ultimately regulated by the comparative facility or 
difficulty of producing it; and a.lthough, from its durable 
nature, and from the difficulty of reducing its quantity, it does 
not readily bend to variations in its market value, yet that 
difficulty is much increased from the circumstance of its being 
used as money. If the quantity of gold in the market for the 
purpose of commerce onl)'" were 10,000 ounce$. and the con­
sumption in our manufactures were 2000 ounces annually, it 
might be raised one-fourth or 25 per cent. in its value in one 
year by withholding the annual supply; but if, in consequence 
of its being used as money, the quantity employed were 100,000 

ounces, if; would not be raised one-fourth in value in less than 
ten years. As. money made of paper may be readily reduced in 
quantity, its value, though its standard were gold, would be 
increased as rapidly as that of the metal itself would be increased, 
if the metal, by forming a very small part of the circulation, had 
a very slight connection with money. 

If gold were the produce of one c:ountry only, and it were used 
universally for money, a very considerable tax might be imposed 
on it, which would not fall on any country, except in proportion 
as they used it in manufactures and for utensils; upon that 
portion which was used for money, though a large tax might be 
received, nobody would pay it. This is a qUality peculiar to 
money. All other commodities of which there exists a limited 
quantity, and which cannot be increased by competition, are 
dependent for their value on the tastes, the caprice, and the 
power of purchasers j but money is a commodity which no 
country has any wish or necessity to increase: no more advan­
tage results (rom using twenty millions than from using ten 
millions of currency. A country might have a monopoly of 
silk, or of wine, and yet the prices of silks and wine might fall, 
because from caprice, or fashion, or taste, cloth and brandy 
might be preferred and substituted; the same effect might 
in a degree take place with gold, as far as its use is confined to 
manufactures: but while money is the general medium of 
exchange, the demand for it is never a matter of choice, but 
always of necessity: you must take it in exchange for your 
goods, and, therefore, there are DO limits to the quantity which 
may be forced on you \>y foreign trade if it fall in value; and 
no reduction to which you must not submit if it rise. You 
.may, indeed, substitute paper money, but by this yoo do not 
and cannot Jessen the quantity of money, for that 1& regulated 
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by the value of the standard for which it is exchangeable; it is 
only by the rise of the price of commodities that you can pre\'ent 
them from being exported from a country where they are 
purchased with little money, to a country where they can be 
sold for more, and this riSe can only be effected by an importa­
tion of meta.ll.ic money from abroad, or by the creation or 
addition of paper money at home.. If, then, the King of Spain, 
supposing him to be in exclusive possession of the mines, and 
gold alone to be used for money, were to lay a considerable tax 
on gold, he would very much raise ib natural value; and as its 
market value in Europe is ultimately regulated by its natural 
value in Spanish Ameriea, more commodities would be given 
by Europe for a given quantity of gold. But the same quantity 
of gold would not be produced in America, as its value would 
only be increased in proportion to the diminution of quantity 
ronsequent on its increased cost of production. N!J more goods. 
then, would be obtained in America in exchange for all their 
guld exported than before; and it may be asked where then 
would be the benefit to Spain and her colonies? The benefit 
would be this, that if less gold were produced, less capitAl would 
be employed in producing it; the same value of goods from 
Europe would be imported by the employment of the smaller 
capitAl that was before obtamed by the employment of the 
larger; and, therefore, all the productions obtained by the 
employment of the capitAl withdrawn from the mines would 
be a benefit which Spain would derive from the imposition of the 
tax, and which she could not obtain in such abundance, or with 
such certainty, by possessing the monopoly of any other com­
modity whatever. From such a tax, as far as money was 
concerned, the nations of Europe would suffer no injury what­
eyer; they would have the same quantity of goods, and c0nse­

quently the same means of enjoyment as before, but these goods 
would be circulated with a less quantity, because a more valuable 
mone,.. " 

If In consequence of the tax only one-tenth of the present 
quantity of gold were obtained from the mines, that tenth would 
be of equal value with the ten tenths now produced. But the 
King of Spain is not exclusively in possession of the mines of 
the precious metals. and if he were, his advantage from their 
possession, and the power of taxation, would be very mucb 
reduced by the limitation of demand and consumption in 
Europe, in consequence of the universal substitution, iu a 
greater or less degree, of paper mOlley. The ~ent of the 
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market and natural prices of all commoditiel depllnds at aU 
times on the facility with which the supply can be increased or 
diminished. 11'1 the case 'of gold, houses, IUld labour, as well as 
many other things, this effect cann~t, under some circumstances, 
be speedily produced. But it is different with those commo-­
ditie$ which are consumed and reproduced from year to year, 
such as hats, sho,s, com, and cloth; they may be reduced, if 
necessary, and the interval cannot be long before the supp~ is 
contracted in proportion to the increased charge of producing 
them. ' 

A tax on raw produce from the surface of the earth will, as we 
have seen, fall on the consumer, and will in no way atfect rent; 
unless by diminishing the funds for the maintenance of labour 
it lowers wages, reduces the population, and diminishes the 
demand for com. But a tax on the produce of gold mines 
must, by enhancing'the value of that metal, necessarily reduce 
the demand for it, and must therefore necessarily displace 
capital from the employment to which it was applied. Not­
withstanding, then, that Spain would derive all the benefits 
which I have stated from a. tax on gold, the proprietors of those 
mines from which capital was withdrawn would lose all their 
rent. This would be a loss to individuals, but not a national 
loss j rent being not a creation, but merely a transfer of wealth: 
the King of Spain, and the proprietors of the mines which con-

o tinued to be worked, would together receive, not only all that 
the liberated capital produced, but aU that the other proprietors 
lost. 
{ Suppose the mines of the 1st, 2nd, and 3rd quality to be 
worked, and to produce respectively 100, 80, and 70 pounds' 
weight of gold, and therefore the rent of No. r to be thirty 
pounds, and that of No.2 ten pounds. Suppose, now, the tax 
to be seventy pounds of gold per annum on each mine worked; 
and consequently that No. I alone could be profitably worked, 
it is evident that all rent would immediately disappear. De­
fore the imposition of the tax, out of the 100 pounds produc('d 
on No. _, a rent was paid of thirty pounds, and the worker of the 
mine retained seventy, a sum equal ro the produce of the least 
productive mine. The value, then, of what remains to the 
capitalist of the min. No. I must be the same as before, or hi 
would not obtain the. common profits of stock; and, conse­
quently, after paying seventy out of his 100 pounds for tax, 

, the value of the remaining thirty must be as great as the value 
of seventy was befOl'e, and therefore the value of the whole 

- - .-.-. 
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!lundred as great as 133 pounds before. Its va.lue might be 
higher, but it could not be lower, or even this mine would cease 
to be worked. Being a monopolised commodity, it could 
exceed its natural value, and then it would pay a rent equal to 
that excess; but no funds would be employed in the mine if it 
were below this value. In retum for one-third of the labour 
and capital employed in the mines, Spain would obtain as much 
gold as would exchange for the same, or very nearly the same, 
quantity, of commodities as before. She would be richer by 
the l>roduce of the twaothirds liberated from the mines. If 
the value of the 100 pounds of gold should be equal to that of 
the 250 pounds extracted before, the King of Spain'. portion, 
his seventy pounds would be equal to 175 at the former value: a 
small part of the king's tax only would fall on his own subjects, 
the greater part being obtained by the better distribution of 
capital. 

The account of Spain would stand thus:-

FORMERLY PRODUCED 

Gold, 2$0 pounds, of the value of (suppose) 

NOW PRODUCED 

By the two capitalists who quitted the mines, the} 
same value as 140 pounds of gold formerly ~x· 
changed for; equal to • • • • • 

By the capitalist wbo works the mine, No. I, thirty} 
pounds of gold, Increased In value, as I to ai, and 
therefore now of the value of • • • • 

Tax to the king. seventy pounds, Increased also In } 
value ae I to ai, and therefore now of the value of 

10,000 yards of 
cloth. 

Slioo yards of 
cloth. 

3000 yards of 
cloth. 

7000 YArds of 
--cloth. 
15,600 

Of the 7000 received by the king, the people of Spain would con­
tribute only 1400, and 5600 would be pure gain, effected by the 
liberated capital. 

If the tax, instead of being a fixed sum per mine worked, 
were a certain portion of its produce, the quantity would not be 
immediately reduced in consequence. If a half, a fourth, or 
a third of each mine were taken for the tax, it would neverthe­
less be the interest of the proprietors to make their mines yield 
as abundantly as before; but if the quantity were not reduced, 
but only a part of it transferred from the proprietor to the king, 
its value would not rise; the tax would fall on the people of 
the colonies, and no advantage would be gained. A tax of this 
kind would have the effect that Adam Smith supposes taxes 
on raw produce would have on the rent of land-it would fall 
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entirely on th~ rent of the mine.' If pushed a little furthl'r, 
indeed, the tax would not only absorb the whole rent, but would 
deprive the worker of the mine of the common profits of stock, 
and he would consequently withdraw his capital from the pro­
duction of gold. If still further extended, the r~n t of still better 
mines would be absorbed, and capital would be further with­
drawn; and thus the quantity would be continually reduced, 
and" its value raised, and the same effects would take place as 
we have already pointed out j a part of the tax would be paid 
by the people of the Spanish colonies, and the other part would 
be a new creation of produce, by increasing the power of the 
instrument used as a medium of exchange. 

Taxes on gold are of two kinds, one on the actual quantity of 
gold 'in circulation, the other on the quantity that is annually 
produced from the mines. Both have a tendency to reduce the 
quantity and to raise the value of gold:' but by neither will its 
value be raised till the quantity is reduced, and therefore such 
taxes will fall for a time, until the supply is diminished, on the 
proprietors of money, but ultimately that part which will 
permanently fall on the community will be paid by the owner 
of the mine in the reduction of rent, and by the purchasers oj 
that portion of gold which is used as a commodity contributing 
to the enjoyments of mankind, and not set apart exclusivel) 
for a circulating medium. 



CHAPTER XIV 

TAXES ON HOUSES 

THERE are also other commodities besides gold which cannot be 
speedily reduced in quantity; any tax on which will therefore 
faU on the proprietor if the increase of price should lessen the 
demand. 

Taxes on bouses are of this description; though laid on the 
occupier, they will frequently· faB by a diminution of rent on 
the landlord. The produce of the land is consumed and repro­
duced from year to year, and so are many other commodities; 
as they may therefore be speedily brought to a level with the 
demand, they cannot long exceed their natural price. But as 
a tax on houst'S may be considered in the light of an additional 
rent paid by the tenant, its tendency will be to diminish the 
denland for houses of the same annual rent without diminishing 
their supply. Rent will therefore faD, and a part.of the tax 
that will be paid indirectly by the landlord. 

.. The rent of a bouse," says Adam Smilh," may be dis­
tinguished into two parts, of which the one'~a1 very properly 
be called the building rent, the other is commonly called the 
ground rent. The building rent is the interest or profit of the 
capital expended in building the house. In order to put the 
trade of • builder upon a level with other trades, it is necessary 
that this rent should be sufficient first to P.":.y the same interest 
which he would have got for his capital if he had lent it upon 
good security; and, secondly, to keep the house in constant 
repair, or, what comes to the same thing, to replace within a 
certain term of years the capital which had been employed in 
building it." .. If, in proportion to the interest of money, the 
tTlj.de of the builder affords at any time a much greater profit 
than this, it will soon draw so much capital from other trades 
lIS will reduce the profit to its proper level. If it affords at any 
time much less than this, other trades will soon draw so much 
-:apital from it as wiU again raise that profit. Whatever part 
,f the whole rent of a house is over and above what is sufficient 
Cor affording this reasonable profit, natura.lly goes to the ground 
rent; and where the owner of the ground, and the owner of tlle 
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building, are two different persons, it is in most cases completely 
paid to the former. In country houses, at a distance from any 
grea.t town. where there is a plentiful choice of ground. the 
ground rent is scarcely anything, or no more than what the space 
upon which the house stands would pay employed in agriculture. 
In. country villas. in the neighbourhood of some great town, 
it is sometimes a good deal higher, and the peculiarconveniency, 
or beauty of situation, is there frequently very highly paid for. 
Ground rents are generally highest in the capital. and in those 
particular parts of it where there happens to be ~he greatest 
demand for houses, whatever be f;he reason for that demand, 
whether for trade and business, for pleasure and society, or for 
mere vanity and fashion." .6. tax on the rent of houses may 
either fallon the occupier, on the ground landlord, or on the 
building landlord. In ordinary cases it may be presumed that 
the lYhole tax would be paid, both immediately and finally, by 
the occupier. 

If the tax be moderate, and the circumstances of the country 
such that it is either stationary or advancing, there lYouid be 
little motive for the occupier of a house to content himself with 
one of a worse description. But if the tax be high, or any other 
circumstances should diminish the demand for houses, the 
landlord's income would fall, for the occupier would be partly 
compensated for the tax by a diminution of ren~ It is, how­
ever, difficult to say in what proportions that part of the tax, 
which was saved by the occupier by a fall of rent, would fall on 
the building rent and the ground rent. It is probable that, in 
the first instance, both would be affected; but as houses are, 
though slowly, yet certainly perishable, and as no fl}ore would 
be built till the profits of the builder were restored to the genera.l 
level, building rent would, after an interval, be restored to its 
natural price. As the builder receives rent only whilst the 
building endures, he could pay no part of the tax, under the 
most disastrous circumstances, for any longer period. 

The payment of this tax, then, would ultimately faIl on the 
occupier and ground landlord, but, "in what proportion thi' 
final payment would be divided between them," says Adam 
Smith, " it is not perhaps very easy to ascertain. The division 
would probably be very different in different circumstan~e5, 
and a tax of this kind might, according to those different cir­
cumstances, affect very unequally both the inhabitant of the 
house and the owner of the ground." 1 

• Boo\( v. chap. ii. 
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Adam Smith considers ground rents as peculiarly fit subjects 
for taxation. .. Both ground rents and the ordinary rent of 
lland," he says, II are a species of revenue, which the owner in 
many cases enjoys without any care or attention of his own. 
Though a part of this ·evenue should be taken from him, in ord~r 
to defray the expenses of the state, no discouragement will 
thereby be given to any 80rt of industry. The annual produce 
'of the land and labour of the society, the real wealth and revenue 
of the great body of the people, might be the same after .uch A 
tax as before. Ground rents and the orf;iinary rent of land are, 
therefore, perhaps, the species of revenue w\lich can best beat 
to have a peculiar tax imposed upon them." It must be 
admitted that the effects of these taxe$ would be such as Adam 
Smith has described j but jt would surely be very unjust to 
tax exclusively the revenue of any particular class of a com­
munity. The burdens of the state should be borne by all in 
proportion to their means: this is one of the four maxims 
mentioned by Adam Smith which should govern all taxation. 
Rent often belongs to those who, after many years of toil, have 
realised their gains and expended their fortunes in the purchase 
of land or houses; and it certainly would be an infringement 
of that principle which should ever be held sacred, the security 
of property, to subject it to unequal taxation. It is to be 
lamented that the duty by stam~s, with which the transfer of 
landed property is loaded, materially impedes the conveyance 
of it into those hands where it would probably be made most 
productive. And if it be considered that land, regarded as a 
fit subject for exclusive taxation, would not only be reduced in 
price, to compensate for the risk of that taxation, but in pro­
portion to the indefinite nature and uncertain value of the risk 
would become a fit subject for speculations, partaking more 
of the nature of gambling than of sober trade, it will appear 
probable that the hands into which land would in that case be 
most apt to fall would be the hands of those who possess more 
of the qualities of the gambler than of the qualitie$ of the sober­
minded proprietor, who ill likely to employ his land to the 
greatest advantage. ' 



CHAPTER XV 

TAXES ON PROFITS 

TAXES on those commodities which are generally denominated 
luxuries faU on those only who make use of them. A tax on 
wine is paid by the consumer of wine. A tax on pleasure 
horses, or on coaches, is paid by those who provide for them­
selves such enjoyments, and in exact proportion as they provide 
them. But taxes on necessaries do not affect the consumers 
of necessaries in proportion to the quantity that may be con­
sumed by them, but often in a much higher proportion. A tax 
on com, we have observed, not only affects a manufacturer in 
the proportion that he and his family may consUJ1le com, but 
it alters the rate of profits of stock, and therefore also aflectJ 
his income. Whatever raises the wages of labour, lowers the 
profits of stock; therefore every tax on any commodity con­
sumed by the labourer has a tendency to lower the rate of profits. 

A tax on hats will raise the price of hats; a tax on shoes, the 
price of shoes; if this were not the case, the tax would be tinally 
paid by the manufacturer; his profits would be reduced below 
the general level, and he would quit his trade. A partial tax 
on profits will raise the price of the commodity on which it falls: 
a tax, for example, on the profits of the hatter would raise the 
price of hats; for if his profits were taxed, and not those of any 
other trade, his profits, unless he raised the price of his bats, 
would be below the general rate of profits, and he would quit 
his employment for another. 

In the same manner, a tax on the profits of the farmer would 
raise the price of com; a tax on the profits of the clothier, the 
price of cloth; and if a tax in proportion to profits were laid on 
all trades, every commodity would be raised in price. But if 
the mine which supplied us with the standard of our money 
were in this country, and the profits of the miner were also 
taxed, the price of no commodity would rise, each man would 
give an equal proportion of his income, and everything would 
be as before. 

If money be Dot taxed, and therefore be permitted to pre­
serve its value, whilst everything else is taxed and is raised in 
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value, the hatter, the farmer. and clothier. each employing. the 
same capitals, and obtaining the same profits, will pay the same 
amount of tax. If the tax be £100, the hats, the cloth, and the 
corn will each be increased in value £100. If the hatter gains by 
his hats £1 JOO, instead of £1000, he will pay £100 to government 
for the tax; and therefore will still have booo to layout on 
goods for his own consumption. But as the cloth, com, and all 
other commodities will be raised in price from the same cause, 
he will not obtain more for his £1000 than he before obtained for 
£910, and thus will he contribute by his diminished expenditure 
to the exigencies of the state; he will, by the payment of the 
tax, have placed a portion of therroduce of the land and labour 
of the country at the disposal 0 government, instead of using 
that portion himself. If, instead of expending his £1000, he 
adds It to his capital, he will find in the nse of wages, and in the 
increased cost of the raw material and machinery, that his 
saving of £1000 does not amount to more than a saving of £9JO 
amounted to before. 

If money be taxed, or if by any other cause its v8Iue be altered, 
and all commodities remain precisely at the same price as before, 
the profits of the manufacturer and farmer will also be the same 
as before, they will continue to be £1000; and as they will each 
have to pay £100 to government, they will retain only £900, 
which will give them a less command over the produce of the 
land and labour of the country, whether they expend it in 
productive or unproductive labour. Precisely what they lose, 
government will gain. In the first case, the contributor to the 
tax would, for £1000, have as great a quantity of goods as he 
before had for £910; in the second, he would have only as much 
as h~ before had for £900, for the price of goods would remain 
unaltered, and he would have only £900 to expend. This 
proceeds from the difference in the amount of the tax; in the 
first case, it is only an e1t;venth of his income; in the second, 
it is a tenth; money in the two cases being of a different value. 

But although, if money be not taxed, and do not a1tet in value, 
all commodities will rise in price, they will not rise in the same 
proportion; they will not after the tax bear the same relative 
value to each other which they did before the tax. In a former 
part of this work we discussed the effects of the division of 
eapital into fixed and circulating, or rather into -durable and 
perishable capital, on the prices of commodities. We showed 
that two manufacturers might employ precisely the same 
.,mount of ~pital, I\Jld might derive from it precisely the same 
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amount of profits, but that the, would sell their commodities 
for very different sums of money, according as the capitals they 
employed were rapidly, or slowly, consumed and reproduced. 
The one might sell his goods for £4000, the other for bo,ooo, 
and they might both employ bo,ooo of capital, and obtain 
to per cent. profit, or [2000. The capital of one might consist, 
for example, of {,2000 circulating capital, to be reproduced, 
and £8000 fixed, in bbildin~ and machinery; the capital of the 
other; on the contrary, ought consist of £8000 of circulating, 
and of only [2000 fixed capital in machinery and buildings. 
Now, if each of these persons Were to be taxed 10 pet cent. on 
his incOme, or £200, the one to make his business YIeld him the 
general rate of profit must raise his goods from £Xo,ooo to 
£ro,2oo1 the other would also be obliged to raise the price of 
his godds from £4000 to £4200. Before the tax, the goods sold 
by one of these manufactUrers were 2i times more valuable 
than the goods of the othet; after the tax they will be 1.42 
times more v;aluable: the one kind will have risen two per 
cent.: the other five per cent.: consequently a tax opon income, 
whilst money continued unaltered in value, would alter the 
relative prices and value of commodities. This would be true 
also it the tax, instead of being laid on the profits, were laid Oil 
the commodities themselves: provided tbey were taxed in 
proportion to the value of the capital employed on their pro­
duction, they would rise equally, whatever might be their 
value, and thetefore they would not preserve the same propor­
tion as before. A commodity which rose from ten to elevei! 
thousand pounds would not bear the same relation as before 
to another which rose from £2000 to £3000. If, under these 
circumstances, money rose in value, from whatever cause it 
might proceed, it would not affect the prices of commodities in 
the same proportion. The same cause which would lower the 
price of one from [10,200 to £10,000 or less than two per tent., 
would lower the price 'Jf the other from £4200 to £4000 or 
41 per tent. If they fen in any different proportion, protiu 
would not be equal; for to make them equal, when the price 
of the first commodity was £10,000, the price of the second 
should be' [4000; and when the price of the first was £1.0,200, 
the price of the othet should be £4200. . 

The consideration of this fact will lead to the understanding 
of a very impottant principle, which, I believe, has never been 
adverted to. It is this : that in a country where 110 taxation 
subsists, the alteration in the value of money arisint' frOOl 
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Icarcit}' ot abundance will operate in an equal proportion on 
the prices of all commodities; that if a commodity of £1000 
value rise to £1200, or fall to £800, a commodity of £10,000 
value will rise to tU/OOO or fall to £8000; but in a country 
where prices are artificially raised by taxation, the abundance 
Df money from an influx, or the exportation and consequent 
scarcity of it from foreign demand, wiU not operate in the same 
proportion on the prices of all commodities i some it will raise 
or lower S, 6, or u per cent., others 3, 4, or 7 per cent. If it 
country were not taxed, and money should faU in value, its 
abundance in every market would produce similar effects in 
each. If meat rose 20 per cent., bread, beer, shoes, labour, and 
every commodity would also rise 20 per cent.; it is necessary 
they should do so, to secure to each trade the same rate of 
profits. But this is no longer true when any of these commo­
dities is taxed; if, in that case, they should all rise in propor­
tion to the fall in the value ot money, profits would be rendered 
unequal; in the case of the commodities taxed, profits would 
be raised above the general level, and capital would be removed 
from one employment to another, till an equilibrium of profits 
was restored, which could only be after the relative prices were 
altered. . 

Will not this principle account for the difterent eftects, which 
it was remarked were produced on the prices of commodities 
from the altered value of money during the bank-restriction? 
It was objected to those who contended that the currency was 
at that period depreciated, from the- too great abundance of 
the paper circulation, that, if that were the fact, all commodities 
ought to have risen in the same proportion; but it was found 
that many had varied considerably more than others, and 
thence it was inferred that the rise of prices was owing to some-­
thing affecting the value of commodities, and not to any altera­
tion in the value of the currency. It appears, l1owever, as we 
have just seen, that in a country where commodities are taxed, 
they will not all vary in price in the same proportion, either in 
consequence of a rise or of a fall in the value of currency. 

If the profits of all trades were taxed, excepting the profits 
of the farmer, all ,oods would rise in money value, excepting 
raw produce. The farmer would have the same com income 
as before, and would sell his com also for the same money pricel 
but as he would be obliged to pay an additional price for all 
the commodities, except com, which be consumed, it ~ould be 
to him a ~ on expenditure. Nor would lle ~ ~Aeved from 

\ 
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... this tax by an alteration in the value of money, for an alteration 

in the value of money. might sink all the taxed commodities to 
their fonner price, but the untaxed one would sink below its 
fonner level; and, therefore, though the fanner would purchase 
his commodities at the same price as belore, he would have less 
money with which to purchase them. 

The landlord, too, 1!'ould be precisely in the same situation; 
he would have the same com, and the same money-rent as 
before, if all commodities rose in price and money remained Itt 
the same value j and he would have the same com, but a less 
money-rent, if all commodities remained at the same price: so 
that in either case, though his income were not directly taxed, 
he would indirectly contribute towards the money raised.. 

But suppose the profits of the fanner to be also taxed, he 
then would be in the same situation as other traders: his raw 
prOduce would rise, so that he would have the same money 
revenue, after paying the tax, but he would pay an additional 
price for all the commodities he consumed, raw produce included. 

His landlord, however, would be diiferentIy situated; he 
would be benefited by the tax on his tenant's profits, as he 
would be compensated for the additional {lrice at which he 
would purchase his manufactured commodibes, if they rose in 
price; and he would have the same money revenue, if, in 
consequence of a rise in the value of money, commoditit's sold 
at theJ.l" former price. A tax on the profits of the farmer is Dot 
a tax proportioned to the gross produce of the land, but to jtJ 
het produce, af~ the payment of rent, wages; and all other 
charges. As the -cultivators of the di1lerent kinds of land, 
No. I, 2, and 3, employ precisely the same capitals, they will 
get precisely the .same profits, whatever may be the quantity 
of gross produce which ,one may obtain more than the other; 
and consequently they will be all taxed alike. Suppose the 
gross produce of the land of the quality of No. I to be 180 qra., 
that of No.2, 170 qrs., and of NO.3, 160, and each to be taxed 
10 quarters, the difierence between the produce of No. I, No.2, 
and NO.3, after paying the tax, will be the same as before; 
for if No. I be reduced to 110, No.2 to 160, and No_ 3 to '50 qrs., 
the di1lerence between J and I will be as before, :zo qrs. j and 
of No. 3 and No.2, 10 qrs. If, after the tax, the prices of com 
and of every other commodity should remain the same as 
before, money rent, as well as COlD rent, would continue unal­
tered; but if the price of COlD and every other commodity 
should rise in consequence of the tax, money rent will also rise 
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in the same proportion. If the price of com were £4 per quarter, 
the rent of No. I would be £80, and that of No.2, £40; but if 
com rose five per cent., or to £441., rent would a1w rise five 
per cent., for twenty quarters of com would then be worth £84, 
and ten quarters £42; 50 that in every case the landlord will be 
unaffected by such a tax. A tax on the profits of stock always 
leaves com rent unaltered, and therefore money rent varies 
with the price of com; but a tax on raw produce, or tithes, 
never leaves com rent unaltered, but generally leaves money 
rent the same as before. In another part of this work I have 
observed that if a land-tax of the same money amount. were 
laid on every kind of land in cultivation, without any allowance 
for difference of fertility, it would be very unequal in its opera­
tion, as it would be a profit to the landlord of the more fertile 
lands. It would raise the price of com in proportion to the 
hurden borne by the farmer of the worst land; but this addi­
tIOnal price being obtained for the greater quantity of produce 
yielded by the better land, farmers of such land would be 
benefited during their leases, and afterwards the advantage 
would go to the landlord in the form of an increase of rent. 
The efleet of an equal tax on the profits of the -farmer is precisely 
the same; it raises the money rent of the landlords if money 
retains the same value; but as the profits of all other trades 
are taxed as well as those of the farmer, and consequently the 
prices of all goods, as well as com, are raised, the landlord loses 
as much by the increased money price of the goods and com 
on which hiS rent is expended, as he gains by the rise of his rent. 
If money should rise in value, and all things should, after a tax 
on the profits of stock, fall to their former prices, rent also 
would be the same as before. The landlord would receive the 
same money rent,.and would obtain all the commodities on 
,,-hich it was expended at their former price; 10 that uQ.der all 
circumstances he would continuo untaxed.' 

This circumstance is curious. By taxing the profits of the 
farmer you do Dot burthen him more than if you exempted his 
profits from the tax, and the landlord has a decided interest 
that his tenants' profits should be taxed, as it is only on that 
condition that he himself continues really untaxed. • 

A tax on the profits of capital would also a.fIect the stock-

• nat the pr06ta of the fanner only should be taxed, and not the profits 
of any otber capitalist, would be higbly beneficial to landlords. It would, 
In fact, be • t .... OIl the consum..n of raw produce, partly for the '-eat 
of tbe .tate, and partly for tho benefit of landlord$. -
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holder, if allt:ommodities 'Were to rise in proportion to the taic 
although his dividends continue4 untaxedj but if, from the 
alteration in the value of money, all commodities were to sink 
to their former price, the stock-holder 'Would pay nothing 
towards the tax; he would purchase all his commodities at the 
same price, but would still receive the same money dividend. 

If it be agreed that by taxing the profits of one manufacturer 
only, the pric~ of his goods would rise, to put him on an equality 
with all other manufacturersj and that by taxing the profits of 
two manufacturers the prices of two descriptions of goods must 
rise, I do not see how it can be disputed that by taxing the 
profits of all manufacturers the prices of all goods would rise, 
provided the mine which supplied us with money were in this 
country and continued untaxed. But as money, or the stan­
dard of money, is a commodity imported from abroad, the 
prices of all goods could not rise; for such an effect could not 
take place without an additional quantity of money,' which 
could not be obtained in exchange for dear goods, as was shown 
in page 60. If, however, such a rise could take place, it could 
not be permanent, for it would have a powerful influence on 
foreign trade. In return for commodities imported, those dear 
goods could not be exported, and therefore we should for a 
time eOhtinue to buy, although we ceased to sellj and should 
export money; or bullion, till the relative prices of commodities 
were nearly the same as before. It appears to me absolutely 
certain that a well regulated tax on profits would ultimately 
restore commodities, both of home and foreign manufacture, 
to the same money price which they bore before the tax was 
imposed. 

As taxes on raw produce, tithes, taxes on wages, and on 

lOn further consideration. I doubt whether any mare m~ would be 
required to circulate the same quantity of commodities If theu prlc:es be 
raised by taxation and not by difficulty of production. Suppose too.ooo 
quarters of corn to be sold in a certatn district. aod in a certain time. at 
£4 per quarter. and that in consequenee of a direct tax of III. pet quart ..... 
com rises to /;4 III .• the same quantity ot money. I think. and no more, 
would be required to circulate this com at the increased price. If 1 belor. 
purchased II quarters at £4, and, iD consrqueoce of the tall., am obliged to 
reduce my consumption to to quarws, I sbaIl not require more money, 
tor in all cases I shall pay £44 for my COlD. The public would. in fact, 
consume one-eleventhleu. aad tWs quantity would be eonsumed by 
government. The money necessary to purchase It would be derived from 
the 8s. per quarter, to be received from the fanners In the shape of a tu, 
but the amount levied would at the same time be paid to tbem for tbeir 
com; therefore the tas is in fact a tax In kind, and does not make it 
necessary tbat any more money should be used. or. if any. 10 Uule that 
the quantity may be safely neg~ed. 
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the necessaries of the labourer will, by raising wages, 1091 er 
profits, they will all, though not in an equal degree, be attended 
with the same effects. 

The discovery of machinery, which materially improves home 
manufactures, always tends to raise the relative value of money, 
and therefore to encourage its importation. All taxation, all 
increased impediments, either to the manufacturer or the grower 
of commodIties, tend, on the contrary. to lower the relative 
value of ~oney, and therefore to encourage its exportation. 



CHAPTER XVI 

«"AXES-.OK WAGES 

TAXES on wages will raise wages, and therefore will dimini5h 
the rate of the profits of stock. We have already seen that a 
tax on necessaries will raise their ~rices, and will be followed 
by a rise of wages. The only difference between a tax on 
necessaries and a tax on wages is, that the former will neces­
sarily be accompanied by a rise in the price of necessaries, but 
the latter will not; towards a tax on wages, consequently, 
neither the stockholder, the landlord, nor any other class but 
the employers of labour will contribute. A tax on wages is 
wholly a tax on profits; a tax on necessaries is partly a tax on 
profits and partly a tax on rich consumers. The ultimate effects 
which will result from such taxes, then, are precisely the same 
as those which result from a direct tax on profits. 

II The wages of the inferior classes of workmen," says Adam 
Smith, " I have endeavoured to show in the first book. are every­
where necessarily regulated by two different circumstances­
the demand for labour and the ordinary or average price of 
provisions. The demand for labour, according as it happens 
to be either increasing, stationary, or declining, or to require 
an increasing, stationary, or declining population, regulates the 
subsistence of the labourer, and determines in what degree it 
shall be either liberal, moderate, or scanty. The ordinary or 
average price of provisions determines the quantity of money 
which must be paid to the workmen, in order to enable him, 
one year with another, to purchase this liberal, moderate, or 
scanty subsistence. While the demand for labour and the price 
of provisions, therefore, remain the same, a direct tax upon the 
wages of labour can have no other effect than to raise them 
somewhat higher than the tax." 

To the proposition, as it is here advanced by Dr. Smith, Mr. 
Buchanan offers two objections. First, he denies that the 
money wages of labour are regulated by the price of provisions;' 
and secondly, he denies that a tax on the wages of labour would 
raise the price of labour. On the first point Mr. Buchanan's 
~gument is as follows, page 59: "The w~es Qf ll'bour, it has 
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lrt'ady been remarked, consist not in money, but in what 
loney purchases, namely,. provisions and other necessaries; 
.nd the allowance of the labourer out of the common stock will 
Jways be in proportion to the supply. Where provisions are 
'heap and abundant, his share will be the larger; and where 
,hey are staf''' and dea" it will be the less. His wages will 
always give him his just share, and they cannot give him more. 
[t is an opinion, indeed, adopted by Dr. Smith and most other 
writers, that the money price of labour is regulated by the 
money price of provisions, and that, when provisions rise in 
price, wages rise in proportion. But it is clear that the price 
of labour has no necessary connection with the price of food, 
since it depends entirely on the supply of labourers compared 
with the demand. Besides, it is to be observed that the high 
price of provisions is a certain indication of a deficient supply, 
and arises in the natural course of things for the purpose of 
retarding the consumption. A smaller supply of food, shared 
among the same number of consumers, will evidently leave a 
amaller portion to each, and the labourer must bear his share of 
the common want. To distribute this burden equally, and to 
prevent the labourer from consuming subsistence so freely as 
before, the price rises. But wages, it seems, must rise along 
with it, that he may still use the same quantity of a scarcer 
commodity; and thus nature is represented as counteracting 
her own purposes ;-first, raising the price of food to dinlinish 
the consumption, and afterwards raising wages to give the 
labourer the same supply as before." 

In this argument of Mr. Buchanan, there appears to me to 
be a great mixture of truth and error. Because a high price of 
provisions is sometimes occasioned by a deficient s.upply, Mr. 
Buchanan assumes it as a certain indication of deficient supply. 
He attributes to one cause exclusively that which may arise 
from many. It is undoubtedly true that, in the case of a defi­
cient supply, a smaller quantity will be shared among the same 
number of consumers, and a smaller portion will fall to each. 
1'0 distribute this privation equally, and to prevent the labourer 
from consuming subsistence so freely as before, the price rises. 
It must, therefore, be conceded to Mr. Buchanan that any rise 
in the price of provisions occasioned by a deficient supply will 
not necessarily raise the money wages of labour as the con­
sumption must be retarded, which ~ only be effected· by 
diminishing the power of the consumers to purchase. But, 
because the price of provisions is raised by a deficient supply, 
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we are by no means warranted in concluding, as Mr. Buchanan 
appears to do, that there may not be an abundant supply with 
a high price; not a high price with regard to money only, but 
with regard to all other things. 

The natural price of commodities, which alwaY$ ultimately 
governs their market price, depends on the facility of produc­
tion; but the quantity produced is not in proportion to that 
facility. Although the lands which are now taken into cultiva­
tion are much inferior to the lands in cultivation three centuri~, 
ago, and therefore the difficulty of production is increased, who 
can entertain any doubt but that the quantity produced 'now 
very far exceeds the quantity then produced? Not only is a 
high price compatible with an increased supply, but it rarely 
fails to accompany it. If, then, in consequence of taxation, or 
of difficulty of production, the price of provisions be raised and 
the quantity be not diminished, the money wages of labour will 
rise; for, as Mr. Buchanan has justly observed, .. The wages of 
labour consist not in money, but in what money purchases, 
namely, provisions and other necessaries; and the allowance of 
the labourer out of the common stock will always be in propor­
tion to the supply." 

With respect to the second point, whether a tax on the wages 
of labour would raise the price of labour, Mr. Buchanan says, 
,e After the labourer has received the fair recompense of hi! 
labour, hOw can he have recourse on his employer for what he 
is afterwards compelled to pay away in ta'tesl There is no 
law or principle in human affairs to warrant such a conclusion. 
After the labourer has received his wages, they are in his own 
keeping, and he must, as far as he is able, bear the burden of 
whatever exactions he may ever afterwards be exposed to: for 
he has-ctearly no way of compelling those to reimburse him 
who have already paid him the fair price of his work." Mr. 
Buchanan has quoted, with great approbation, the Iollowinlt 
able passage from Mr. Malthus's work on population, which 
appears to me completely to answer his objection. .. The price 
of labour, when left to find its natural level, is a most important 
political barometer, expressing the relation between the supply 
of provisions and the demand for them, between the quantity 
to be consUIUed and the number of consumers; and, taken on 
the average, independently of accidental circumstances,. it 
further expresses, clearly, the wants of the society respecting 
population; that is, whatever maybe the number of children to 
a marriage necessary to maintain exactly the present popuJa-
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on, tho price of labour will be just sufficient tD support this 
umber, or be above it, or below it, according to the state of 
1e real funds for the maintenance of labour, whether stationary, 
rogressive, or retrograde. Instead, however, of considering it 
1 this light, we consider it as something which we may raiSe or 
epress at pleasure, something which depends principally on 
i, majesty'. justices of the peace. When an advance in the 
,rice of provisions already expresses that the demand is too 
reat for the supply, in order to put the labourer in the same 
ondition as before, we raise the price of labour, that is, we' 
ncrease the demand, and are then much surprised that the price 
If provisions continues rising. In this, we act much in the 
.arne manner as if, when the quicksilver in the common weather­
;las5 stood at Stormy, we were to raise it by some forcible pressure 
.0 settled fair, and then be greatly astonished that it continued 
-aining." 

.. The price of labour will express clearly the wants of the 
IOciety respectin~ population; " it will be just sufficient to sup­
port the populatIon, which at that time the state, of the funds 
for the maintenance of labourers requires. U the h.bouret's 
wajSes were before only adequate to supply the requisite popu­
lation, they will, after the tax, be inadequate to that supply, 
for he will not have the same funds to expend on his family. 
labour will therefore rise, because the demand continues, and 
it is only by raising the price that the supply is not checked. 

Nothing is more common than to see hats or malt rise when 
taxed; they rise because the requisite supply would not be 
afforded if they did not rise: so with labour, when wages are 
taxed, its price rises, because, if it did Dot, the requisite popula­
tion would not be kept up. Does not Mr. Buchanan allow all 
that is contended for, when he says that" were he (the labourer) 
indeed reduced to a bare allowance of necessaries, he would 
then suffer DO further abatement of his wages, as he could not 
011 such conditi?1UI continue his race?" Suppose the circum­
stances of the country to be such that the lowest labourers are 
not only c:alled upon to continue their race, but to increase it; 
their wages would be regulated accordingly. Can they multiply 
in the degree required if a tax takes from them a part of their 
wages, and reduces them to bare necessaries? . 

It is undoubtedly true that a taxed commodity will not rise 
in proportion to the tax if the demand for it diminish and if 
the quantity cannot be reduced. If metallic money ,,'ere in 
general use, its value would not for a considerable time be 
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increased by a tax, in proportion to the amount of the tax, 
because at a higher price the demand would be diminished and 
the quantity would not be diminished; and unquestionably the 
same cause frequently influences the wages of labour; the 
number of labourers cannot be rapidly increased or diminished 
in proportion to the increase or diminution of the fund which is 
to employ them; but in the case supposed, there is no necessary 
diminution of demand for labour, and if diminished, the demand 
does not abate in proportion to the tax. Mr. Buchanan forgets 
that the fund raised by the tax is employed by government in 
maintaining labourers, unproductive indeed, but still labourers. 
If labour were not to rise when wages are taxed, there would 
be a great increase in the competition for labour, because the 
owners of capital, who would have nothing to pay towards sllch 
1\ tax, would have the same funds for employing labour; whilst 
the government who received the tax would have an additional 
fund for the same purpose. Government and the people thus 
hecome competitors, and the consequence of their 'Competition 
is a rise in the price of labour. The same Dumber 01 men only 
will be employed, but they will be employed at additional 
wages. 

If the tax had been laid at once OD the people 01 capital, their 
fund for the maintenance of labour would have been diminished 
in the very same degree that the fund of government for that 
purpose had been increased; and therefore there would have 
been no rise in wages; for thougb there would be the same 
demand, there would not be the same competition. U when 
the tax were levied government at once exported the produce 
of it as a subsidy to a foreign state, and if therefore these funds 
weJ;e devoted to the maintenance of foreign and not of English 
labourers, such as soldiers, sailors, etc., etc.; then, indeed, there 
would be a diminished demand for labour, and wages might not 
increase although they were taxed; but the same thing would 
happen if the tax bad been laid on consumable commodities, on 
the profits of stock, or if in any other manner the same sum had 
been raised to supply this subsidy: less labour could be employed 
at bome. In one case wages are prevented from rising, in the 
other they must absolutely fall. But suppose the amount of 
a tax on wages were, after being raised on the labourers, paid 
gratuitously to their employers, it would increase their money 
fund for the maintenance of labour, but it would not increase 
either commodities or labour. It would consequently increase 
the competition amottgst the employers of labour, and the tax 
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would be ultimately attended with no loss either to master or 
labourer. The master would pay an increased price for labour; 
the addition which the labourer received would be paid as a 
tax to government, and would be again returned to the masters. 
It must, however, not be forgotten that the produce of taxes 
is generally wastefully expended, they are always obtained at 
the expense of the ~eople'l comforts and enjoyments, and 
commonly either dimmish capital or retard its accumulation. 
By diminishing capital they tend to diminish the real fund 
destined for the maintenance of labourj and therefore -to 
diminish the real demand for it. Taxes, then, generally, as 
far as they impair the real capital of the country, diminish the 
demand for labour, and therefore it is a probable, but not a 
necessary nor a peculiar consequence of a tax on wages, that 
though wages would rise, they would not rise by a sum precisely 
equal to the tax. 

Adam Smith, as we have seen, bas fully allowed that the effect 
of a tax on wages would be to raise wages by a sum at least 
equal to the tax, and would be finally, if not immediately, paid 
by the employer of labour. Thus far we fully agree; but we 
essentially differ in our views of the subsequent operation of 
such a tax • 

.. A direct tax upon the wages of labour, therefore," says 
Adam Smith, .. though the labourer might perhaps pay it out 
of his hand, could not properly be said to be even advanced by 
him; at least if the demand for labour and the average price 
(If provisions remained the same after the tax as before it. In 
..u such cases, not only the tax but something more than the 
tax would in reality be advanced by the person who immedi­
ately employed him.' The final payment would in different 
cases fall upon different persons. The rise which such a tax 
might occasion in the wages of manufacturing labour would 
be advanced by the master manufacturer, WM wotJd be entiU,d 
and obliged to duu-ge iJ with /I f'.rJfiI Uptm the pric, of kis goods. 
The rise which such a tax mIght occasion in country labour 
would be advanced by the larmer, who, in order to maintain 
the same Dumber of labourers as before, would be obliged to 
employ a greater capital. In order to get back this greater 
capital, together flJith tAt ordinary profits of stock, it would be 
necessary that he should retain a larger portion, or what comes 
to the same thing, the price of a larger portion, of the produce 
of the land, and consequently that he should pay less rent to the 
landlord. The final payment of this rise of wages would in this 
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case fall upon the landlord, togetAef' with the additional profill 
oj the farmer WM Iuul advanced it. In all cases, a direct tax upon 
the wages of labour must, in the long run, occasion both a greater 
reduction in the rent of land and a greater rise in the price of 
manufactured goods than would have followed from the proper 
assessment of a sum equal to the produce of the tax partly upon 
the rent of land and partly upon consumable commodities." 
Vol. iii. p. 337. In this passage it is asserted that the additional 
wages paid by farmers will ultimately fall on the landlords, who 
will receive a diminished rent; but that the additional wages 
paid by manufacturers will occasion a rise in the price of manu­
factured goods, and will therefore fall on the consumers of those 
commodities. 

Now, suppose a society to consist of landlords, manufacturers, 
farmers, and labourers, the labourers, it is agreed, would be 
recompensed for the tax;-but by whom?-who would pay 
that portion which did not fall on the landlords?-the manu· 
facturers could pay no part of it; for if the price of their commo­
dities should rise in proportion to the additional wages they 
paid, they would be In a better situation after than before the 
tax. If the dothier, the harter, the shoemaker, etc., should 
be each able to raise the price of their goods 10 per cent.­
supposing 10 per cent. to recompense them completely for the 
additional wages they paid-if, as Adam Smith says, .. they 
would be entitled and obliged to charge the additional wages 
with a profit upon the price of their goods," they could each 
consume as much as before of each other's goods, and therefore 
they would pay nothing towards the tax. If the clothier paid 
more for his hats and shoes, he would receive more for his cloth, 
and if the hatter paid more for his doth and shoes, he would 
receive more for his hats. All manufactured commodities, then, 
would be bought by them with as much advan~ as before, 
and inasmuch as com would not be raised in pnce, which is 
Dr: Smith's supposition, whilst they had an additional sum to 
layout upon its purchase, they would be benefited but not 
injured by luch a tax. , 

If, then, neither the labourers nor the manufacturers would 
contribute towards such a tax; if the fanners would be also 
recompensed by a fall of rent, landlords alone must not only 
bear its whole weight, but they must also contribute to the 
increased gains of the manufacturers. To do this, however, 
they should consume aU the manufactured commodities in the 
country, for the additional price charged on the whole mass is 
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little more thall the tax originally imposed on the labourers ill 
manufactures. 

Now, it will not be disputed that the clothier, the hatter, and 
aU other manufacturerlJ are consumers of each other', goods; 
it will not be disputed that labourers of all descriptions consume 
Boap, cloth, shoes, candles, and various other commodities; 
it is therefore impossible that the whole weight of these taxes 
should fa.lI on landlords only. ' 

But if the labourers pay no part of the tax, and yet manu­
factured' commodities rise in pri~, wages must rise, not only to 
compensate them for the tax, but for the increased price of 
manufactured necessaries, which, as far as it affects agricultl.l.l1ll 
labour, will be a new cause for the fall of rent; and, as far as it 
affects manufacturing labour, for a further rise in the price of 
goods. This rise in the price of goods will a,,"llin operate Oil 
wages, and the action and re-action, first of wages on good!!, and 
then of goods on wages, will be extended without any assignable 
limits. The arguments by which this theory is supported lead 
to such absurd conclusions that it may at on~. be Been that the 
principle is wholly indefensible. . ' 

AU the eftects which are produced on the profits of stock and 
the wages of labour by a rise of rent and a nse of necessaries, in 
the natural progress of society and increasing difficulty of pro­
duction, will equally follow from a rise of wages in consequence 
of taxation; and, therefore, the enjoyments 01 the labourer, as 
well as those of his employers, will be curtailed by the tax; and 
not by this tax particularly, but by every other which should 
raise an equal amount, as they would all tend to diminish the 
fund destined for the maintenance of labour. 

The error of Adam Smith proceeds in the first place from sup­
posing that all taxes paid by the farmer must necessanly fall on 
the landlord in the shape of a deduction from rent. On this 
subject I have explained myself most fully, and I trust that it 
has been ShOWD, to the satisfaction of the reader, that since 
much capital is employed on the land which pays no rent, and 
since it is the result obtained by this capital which regulates the 
price of ~w produce, no deduction can be made from rent; and, 
consequently, either no remuneration will be made to the farmer 
for a tax on wages, or if made, it must be made by an additioll 
to the price of raw produce. 

If taxes press unequally on the farmer, be will be enabled to 
raise the price of raw produce, to place himself on a level with 
those who carry on other trades} but a tax on wages. whicla 
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would not affect bim more than it would aflect any other trade, 
could not be removed or compensated by a high price of raw 
produce; for the same reason which should induce him to raise 
the price of com, namely, to remunerate himself for the tax, 
would induce the clothier to raise the price of cloth, the shoe­
maker, hatter, and upholsterer to raise the price of shoes, hats, 
and furniture. 

If they could all raise the price of their goods so as to remu­
nerate themselves, with a profit, for the tax: as they are all 
consumers of each other's commodities, it is obvious that the 
tax could never be paid; for who would be the contributors if 
all were compensated? 

I hope, then, that I have succeeded in showing that any tax 
which shall have the eflect of raising wages will be paid by a 
diminution of profits, and, therefore, that a tax on wages is in 
fact a tax on profits. 

This principle of the division of the produce of labour and 
capital between wages and profits, which' I have attempted to 
establish, appears to me so certain, that excepting in the inune­
diate efieets, I should think it of little importance whether the 
profits of stock or the wages of labour, were taxed. By taxing 
the profits of stock you would probably alter the rate at which 
the funds for the maintenance of labour increase, and wages 
would be disproportioned to the state of that fund, by being too 
high. By taxing wages, the reward paid to the labourer would 
also be disproportioned to the state of that fund, by being too 
low. In the one case by a fall, and in the other by a rise in 
money wages, the natural equilibrium between profits and 
wages would be restored. A tax on wages, then, does not fall 
on the landlord, but it falls on the profits of stock: it does not 
" entitle and oblige the master manufacturer to charge it with 
a profit on the \>rices of his goods," for he will be unable to 
increase their pnf'.e, and therefore he must himself wholly and 
without compensation pay such a tax.! 

If the effect of taxes on wages be such as I have described, 
they do not merit the censure cast upon them by Dr. Smith. 
He observes of such taxes, " These, and some other taxes of the 
lame kind, by raising the price of labour, are said to have ruined 

I M. Say appears to have Imbibed the general opinion on this IUbj~. 
SpeakJng of coru, he says, " tbeft(~e it results that .ts price inJIuences the 
price of all otber commodIties. A farmerl a manufacturer. or a merchant 
employs a eenain Dumber of workmen WilD aU bave occasion to consume 
e certaio quantity of com. If tbe y'rice of com rises, he is obliged to ralseo au aD equal proportloa, tbe price 114 bls proc:hlctioo."-Voi. L p. z~~. . 
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the greater part of the manufactures.of ~onand •. Similar ~xes, 
though not quite so heavy, take fIace In the Milanese, In the 
states of Genoa, in the duchy 0 Modena, in the duchies of 
Parma, Placentia, and Guastalla, and in the ecclesiastical states. 
A French author of some note has proposed to reform the 
finances of his country by substituting In the .room of other 
taxes this most ruinous of all taxes. • There is nothing 80 
absurd,' says Cicero, • which has not sometimes been asserted 
by some philosophers.' " And in another place he says: "Taxes 
upon necessaries, by raising the wages of labour, necessarily 
tend to raise the price of all manufactures, and consequently 
to diminish the extent of their sale and consumption." They 
would not merit this censure, even if Dr. Smith's principle were 
correct, that such taxes would enhance the prices of manufac­
tured commodities; for such an effect could be only temporary, 
Rnd would subject us to no disadvantage in our foreign trade, 
If any cause should raise the price of a few manufactured 
commodities, it would prevent or check their exportation; but 
if the same cause operated generally on all, ,the effect would 
be merely nominal, and would neither interfere with their 
relative value, nor in any degree diminish the stimulus to a 
trade of barter, which all commerce, both foreign and domestic, 
really is. 

I have already attempted to show that when any cause raises 
the ~ric:es of all commodities the effects are nearly similar to a 
fall In the value of money. If money falls in value all com­
modities rise in price; and if the effect is confined to one country, 
it will affect its foreign commerce in the same way as a high 
price of commodities caused by general taxation; and, there­
fore, in examining the effects of a low value of money confined 
to one country, we are also examining the effects of a high price 
of commodities confined to one country. Indeed, Adam Smith 
was fully aware of the resemblance between these two cases, and 
consistently maintained that the low value of money, or, as he 
calls it, 01 silver in Spain, in consequence of the prohibition 
against its exportation, was very highly prejudicial to the manu­
factures and foreign commerce of Spain. .. But that degrada­
tion in the value of silver, which being the effect either of the 
peculiar situation, or of the political institutions of a particular 
country, takes place only in that country, is a matter of very 
great consequence, which, far from tending to make anybody 
reaUy richer. tends to make everybody really poorer. Thl 
WI in IAI mtmI')I prite of all amamodities, which is ill tAu clUe 
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tetulia, to thai country, tends to discourage more or less every 
liort of industry which is carried on within it, and to enable 
foreign nations, by furnishing almost all sorts of goods for a 
smaller quantity of silver than. its own worlanen can afford to do, 
to undersell them not only in the forei~ bllt even in the home 
market." VpI. ii. p. 278. 

One, and 1 think the only one, of the disadvantages of a low 
value of silver in a country, proceeding from a forced abundance, 
has been ably explained by Dr. Smith. If the trade in gold 
and silver were free, " the gold and silver which would go abroad 
would not go abroad for nothing, but would bring back an equal 
value of goods of some kind or another. Those goods, too, 
would not be all matters of mere lUXUry and expense to be 
consumed by idle people, who produce nothing in return for 
their consumption. As the real wealth and revenue of idle 
people would Dot 1;Ie augmented by this extraordinary exporta­
tion of gold and lilver, so would neither their consumption be 
augmented by it. Those goods would-probably the greater 
part of them, and certainly some part of them~nsist in 
materials, tools, and provisions, for the employment and main­
tenance of industrious people, who would reproduce with a profit 
the full value of their consumptioll. A part of the dead stock 
of the society would thus be turned into active stock, and would 
put into motion a greater quantity of industry than had been 
~mployed before." . 
. By not allowing a free trade ill the precious metali when the 
prices of commodities are raised, either by taxation, or by the 
influx of the precious me1fals, you prevent a part of the dead 
stock of the society from being turned into active stock-you 
prevent a greater quantitt of industry from being employed. 
But this is the whole amount of the evil-an evil never felt by 
those countries where the I1XPortation of silver is either allowed 
or connived at. i 

The exchanges between countries are at par only whilst th'v. 
h,ave precisely. that quantity of currency which, in the actuill 
Gltl1at~on of things, they should have to carry on the circulation 
of their commodities. If the trade in the precious metals were 
perfectly free, and money could be exported without any expense 
whatever, the exchanges could be no otherwise in every country 
than &:t p"r. If the trade in the precious metals were perfectly 
free-If they were generally used in circulation, even with the 
expenses of transporting them, the exchange could never in any 
of them deviate more from ,par than by these expenses., Thes .. 

\ 
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principles, I blllieve, are now nowhere disputed. If a country 
used paper money not exchangeable for specie, and, therefore, 
Dot tegulated by any fixed standard, the exchanges in that 
c:ountry might deviate from par in the same proportion as its 
money might be multiplied beyond that quantity which would 
have been allotted to it by general commerce, if the trade in 
money had been free, and the precious metals had been used, 
either for money, or for the standard of money. 

If by the general operations of commerce, 10 millions of pounds 
sterling, of a known weight and fineness of bullion, should be the 
portion of England, and lQ millions of paper pounds were sub­
stituted, no effect would be produced on the exchange; but if 
by the abuse of the power of issuing paper money, II millions 

. of pounds should be employed in the circulation, the exchange 
would be 9 per cent. again$t England; if u millions were 
employed, the exchange would be 16 per cent.; and if zo 

. millions, the exchange wo~ld be 50 per cent. against England. 
To produce this effect it is not, however, necessary that paper 
money should be employed: any cause which retains in circula­
tion a greater quantity of pounds than would have circulated 
if commerce had been free, and the precious metals of a known 
weight and fineness had been used, either for money or for the 
standard of money, would exactly produce the same effects. 
Suppose that by cbpping the money each pound did not contain 
the quantity of gold or silver which by law it should contain, 
a greater number of such pounds might be employed in the 
circulation than if they were not clipped. If from each pound 
one-tenth were taken awar., II millions of such pounds might 
be used instead of 10i if two-tenths were taken away, 12 
millions might be employed; and if one-half were taken away, 
20 millions might not be found superfluous. U the latter sum 
were used instead of 10 millions, every commodity in England 
would be raised to double its former price, and the exchange 
would be SO per cent. against England; but this would occasion 
no disturbance in foreign commerce, nor discourage the manu­
facture of anyone commodity. If, for example, cloth rose in 
England from lao to £40 per piece, we should just as freely 
export it after as before the rise, for a compensation of 50 per 
cent. would be made to the foreign purchaser in the exchange; 
so that with lao of his money, he could purchasQ a bill which 
would enable him to pay a debt of £40 in England. In the same 
manner, if he exported a commodity which cost bo at home, 
and which sold in England for £40, he would only receive 1:20, 
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for £40 in England would only purchase a bill for bo on a 
foreign country. The same effects would follow from wha,tever 

. cause 20 millions could be forced to perform the business of 
circulation in England if 10 millions only were necessazy. If 

'so absurd a law as the prohibition of the exportation of the 
precious metals could be enforced, and the consequence of such 
prohibition were to force II millions of good pounds, fresh from 
the mint, instead of 10, into circulation, the exchange would 
be 9 per cent. against England; if 12 millions, 16 per cent. j and 
if 20 millions, SO per cent. against England. But no discourage­
ment would be given to the manufactures of England; if home 
conunodities sold at a high price in England, so would foreign 
commodities j and whether they were high or low would be of 
little importance to the foreign exporter and importer, whilst 
he would, on the one hand, be obliged to allow a compensation 
in the exchange when his commodities sold at a dear rate, and 
would receive the same compensatien when he was obliged to 
purchase English commodities at a high price. The sole d1s­
advantage, then, which could happen to a country from retain­
ing, by prohibitory laws, a greater quantity of gold and ailver 
in circulation than would otherwise remain there, would be the 
loss which it would sustain from -employing a portion of its 
capital unproductively instead of employing it productively. 
In the form of money, this capital is productive of no profit; 
in the form of materials, machinery, and food, for which it 
might be exchanged, it would be productive of revenue, and 
would add to the wealth and the resources of the state. Thus, 
then, I hope, I have satisfactorily proved that a comparatively 
low price of the precious metals, in consequence of taxation, 
or in other words, a generally high price of commodities, would 
be of no disadvantage to a state, as a part of the metals would 
he exported, which, by raising their value, would again lower 
the prices of commodities. And further, that if they were not 
exported, if by prohibitory laws they could be retained in a 
country, the effc:ct on the exchange would counterbalance the 
effect of high prices. If, then, taxes on necessaries and on 
wages would not raise the prices of all commodities on which 
labour was expended, they cannot be condemned on such 
grounds; and moreover, even if the opinion given by Adam 
Smith, that they would have such an effect, were well founded, 
they would be in no degree injurious on that account. They 
,would be objectionable for no other reason than those which 
might be justly urged against taxes of any other description. 
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The landlords, as such, would be exempted from the burden 

! 
of the tax; but as far as they directly employed labour in the 
expenditure of their revenues, by supporting gardeners, menial 
servants, etc., they would be subject to its operation. 

It is undoubtedly true that .. taxes upon luxuries bave no 
tendency to raise the price of any other commodities, except 
tha.t of the commodities taxed "; but it is not true .. that taxes 
upon necessaries, by raising the wages of labour, necessarily 
tend to raise the price of all manufactures." It is true th2t 
., taxes upon luxuries are finally paid by the consumers of the 
commodities taxed, without any retribution. They fall inclif~ 
ferendy upon every species of revenue, the wages of labour, the 
profits of stock, and the rent of land "; but it is not true If that 
taxes upon necessaries, 10 flU' as tAey affect tAe Wouring poo" are 
finally paid partly by landlords in the diminished rent of their 
lands, and partly by rich consumers, whether landlords or others, 
in the advanced price of manufactured good:. Ifi for, 10 fa, tJ$ 

lhes, t4xes affecl the labouring poor, they will be ahnost wholly 
paid by the diminished profits of stock, a small part only being 
paid by the labourers themselves in the diminished demand for 
labour, which taxation of every kind has a tendency to prod~ce. 

It is from Dr. Smith's erroneous view of the effect of those 
taxes that he has been led to the conclusion that .. the middling 
and superior ranks of people, if they understood their own 
interest, ought always to oppose all taxes upon the necessaries 
of life, as well as all direct taxes upon the wages M labour." 
This conclusion follows from his reasoning, .. that the final 
payment of both one and the other falls altogether upon them­
selves, and always with a consideBble overcharge. They fall 
heaviest upon the landlords,l who always pay in a double 
capacity; In that of landlords by the reduction of their rent, 
and in that of rich consumers by the increase of their expense. 
The observation of Sir Matthew Decker, that certain taxes are, 
in the price of certain goods, sometimes repeated and accumu­
lated lour or five times, is perfectly just with regard to taxes 
upon the necessaries of life. In the pnce of lea mer , for example, 
you must pay, not only for the tax upon the leather of your OWJl 

shoes, but for a part of that upon those of the shoemaker and 
the tanner. You must pay, too, for the tax upon the salt, upon 
the soap, and upon the candles which those workmen consume 
while employed in your service, and for the tax upon the leather 

• So far fmm this belnc true, the,. wouI4 acarceIy afleet the Iandl.x" 
and stockhold"". . 
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which the salt-maker, the soap-maker, and the candle-maker 
consume while employed in their service." 

Now as Dr. Smith does not contend that the tanner, the 
salt-maker, the loap-maker, and the candle-maker will either 
of them be benefited by the tax on leather, salt, soap, and 
candles i and as it is certain that government will receive no 
more than the tax imposed, it iI impossible to conceive that 
more cAn be paid by the public upon whomsoever the tax may 
fall. The rich consumers may, and indeed will, pay {or the poor 
consumer, but they will pay no more than the whole amount 
of the tax; and it is not in the nature of things that" the talC 
should be repeated and accumulated four or five times," 

A system of taxation may be defective; more may be raised 
from the people than what finds its way into the coffers of 
the state, as a part, in consequence of its effect on prices, may 
possibly be received by those who are benefited by the peculiar 
mode in which taxes are laid. Such taxes are pernicious, and 
should not be encouraged; for it may be laid down as a prin­
ciple, that when taxes operate justly. they conform to the first 
of Dr. Smith', maxims, and raise from the people as little as 
pussible beyond what enters Into the public treasury of the 
state. M. Say says, " others offer plans of finance, and propose 
means for tilling the coffers of the sovereign, without any charge 
to his subjects. But unless a plan of finance is of the nature of 
a commercial undertaking, it cannot give to government more 
than it taRes away either from individuals or from government 
itself, under some other form. Something cannot be made out 
of nothing by the stroke of a wand. lD whatever wayan opera­
tion may be disguised, whatever forms we may ronstrain a value 
to take, whatever metamorphosis we may make it undergo, we 
can only have a value by creating it, or by taking it from others. 
The very best of all plans of finance is to spend little, and the 
best of aU taxes is that which iI the least in amount." . 

Dr. Smith uniformly, and I think justly, contends that the 
labouring classes cannot materially contribute to the burdenll 
of the state, A tax on necessaries, or on wages, will therefore 
be shifted from the poor to the rich: if then the meaning oj 
Dr. Smith is, " that certain tax«=! are in the price of certain goodl 
sometimes repeated, and accumulated four or five times," fo} 
the Pllrpose only of accomplishing this end, namely, the trans 
ference of the tax from the poor to the rich, they cannot b 
liable to censure on that account. 

Suppose the just llhare of the taxes of a rich consumer to 1M! 
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!IOO, and that he would pay it directly if the tax were laid Oil 
Income, on wine, or on any other lulWry, be would suffer no 
Injury if, by the taxation of necessaries, he should be only called 
upon for the payment of £25, as far as his own consumption of 
necessaries and that of his family was concerned; but should 
be required to repeat this tax three times, by paying an addi­
tional price for other commodities to remunerate the labourers, 
or their employers, for the tax which they have been called upon 
to advance. Even in that case the reasoning is inconclusive,: 
for if there be no more paid than what is required by govern.­
ment, of what importance can it be to the rich consumer 
whether he pay the tax directly, by paying an increased price 
for an object of luxury, or indirectly, by paying an increased 
price for the necessaries and other commodities he consumes? 
If more be not paid by the people than what is received by 
government, the rich consumer will only pay his equitable 
ahate; if more is paid, Adam Smith should have stated by 
whom it is received; but his whole argument is founded in 
error, for the prices of conunodities would not be-raise!! by such 
taXC$. ' 

M. Say does not appear to me to have consistently adhered 
to the obvious principle which I have quoted from his able 
work; for in the next page, spea.1cing of taxation, he says, 
" When it is pushed too far, it produces this lamentable effect, 
it deprives the contributor of a portion of his riches, without 
enriching the ltate. This is what we may comprehend if we 
consider that every man's power of consuming, whether pro­
ductively or not, is limited by his income. He cannot then be 
deprived of a part of his income without bein~ obliged propor­
tionally to reduce his consumption. Hence anses a diminution 
of demand for those goods which he no longer consumes, and 
particularly for thaw on which the tax is imposed. From this 
diminution of demand there results a diminution of production, 
and consequently of taxable commodities. The contributor 
then wiD lose a portion of his enjoyments; the producer a 
portion of his profits; and the treasury a portion of its receipts." 

M. Say instances the tax on salt in France previous to the 
revolution; which, he $llYS, diminished the production of salt 
by one balf. If, bowever, less salt was consumed, less capital 
was employed in producing it; and, therefore, though the 
producer would obtain less profit on the production of salt, he 
would obtain more on the production of other things. If a 
tax, however burdensome it may be, falls on revenue, and not 
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on capital, it does not diminish demand, it only alters the nature 
of it. It enables government to consume as much of the pro­
duce of the land and labour of the country as was before 
consumed by the individuals who contribute to the tax, an evil 
sufficiently great without overcharging it. If my income is 
£tooo per annum, and I am called upon for boo per annum 
for a tax, I shall only be able to demand nine-tenths of the 
quantity of goods which I before consumed, but I enable 
government to demand the other tenth. If the commodity 
taxed be corn, it is not necessary that my demand for com 
should diminish, as I may prefer to pay boo per annum more 
for my corn, and to the same amount abate in my demand for 
wine, furniture, or any other luxury.! Less capital will con­
sequently be employed in the wine or upholstery trade, but 
more will be employed in manufacturing those commodities, on 
which the taxes levied by government will be expended. 

M. Say says that M. Turgot, by reducing the market dues 011 
fish (les droits d'mtde et de halle sur la maTte) in Paris one half, 
did not diminish the amount of their produce, and that conse­
quently the consumption of fish must have doubled. He infers 
from this that the profits of the fishermen and those engaged 
in the trade must also have doubled, and that the income of 
the country must have increased by the whole amount of these 
increased profits j and by giving a stimulus to accumulation, 
must have increased the resources of the state.-

Without callin$ in question the policy which dictated this 
alteration of the tax, I have my doubts whether it gave any 
great stimulus to accumulation. If the profits of the fishermen 
and others engaged in the trade were doubled in consequence 
of more fish being consumed, capital and labour must have been 
withdrawn from other occupations to engage them in thi$ 
particullU' trade. But in those occupations capital and labour 

I M. Say says, .. that the tas added to the price of a commodity rai_ 
115 price. Every increase in the price of a commodity necessarily redu.,.,. 
the number of those who are able to purchase it, or at least the quantuy 
thpy will consume of it." This is by no means a necessary conseque .. "" 
I do not believe tbat If bread Were taxed. the consumption ot bread woulJ 
be diminished, more tban if cloth, wine, or soap were t&lled. 

• The following remark of the same author appeant to me equally 
MToneous: .. Wben a high duty Is laid Od cotton the productlon ot ·all 
tbose goods of which cotton is the hasas is diminished. 11 the total value 
added to cotton in Its various manufactures, in a particular country. 
amounted to 100 Inillions of franca pel' annum, and the effect of tbe tax 
.. aa to diminish tbe consumption one balf, then the tax would deprive 
that country every yt'M of 50 million of "ana, in additioQ to tbe 6um 
recdved by gOYerlUJlellt."-Vol. ii. p. , ... 
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were productive of profits, which must have been given up 
when they were withdrawn. The ability of the country to 
accumulate was only increased' by the difference between the 
profits obtained in the business in which the capital was newly 
engaged, and those obtained in that from which it was with­
drawn. 

Whether taxes be taken from revenue or capital they diminish 
the taxable commodities of the state. If I Ct:aSe to expend 
lIDO on wine, because by paying a tax of that amount I have 
enabled government to expend £100 instead of expending it 
myself, oneo hundred pounds' worth of goods are necessarily 
withdrawn from the list of taxable commodities. If the revenue 
of the individuals of a country be 10 millions, they will have at 
least 10 millions' worth of taxable commodities. If, by taxing 
some, one million be transferred to the disposal of government, 
their revenue will still be nominally 10 millions, but they will 
remain with only nine millions' worth of taxable commodities. 
There are no cIrcumstances under which taxation does not 
abridge the enjoyments of those on whom the taxeS ultimately 
fall, and no means by which those enjoyments can again be 
extended but the accumulation of new revenue.' 

Taxation can never be so equally applied as to operate in the 
same proportion on the value of all commodities, and still to 
preserve them at the same relative value. It frequently 
operates very differently from the intention of the legislature 
by its indirect effects. We have already seen that the effect 
of a direct tax on com and raw produce is, if money be also 
produced in the country, to raise the price of all commodities 
In proportion as raw produce enters into their composition, and 

. thereby to destroy the natural relation which previously existed 
between them. Another indirect effect is that it raises wages 
and lowers the rate of profitS; and we have also seen, in another 
part of this work, that the effect of a rise of wages and a fall of 
profits is to lower the money prices of those commodities which 
are produced in a greater degree by the employment of fixed 
capital. 

That a commodity, when taxed, can no longer be so profitably 
exported is SO well understood that a drawback is frequently 
allowed on its exportation, and a duty laid OD its importation. 
If these drawbacks and duties be accurately laid, not only on 
the commodities themselves, but on all which they may in­
directly affect, then, indeed, there will be no dist\lrbance in the 
value of the precious metals. Since we could as readily export 
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• commodity aftet being taxed as before, and since no peculiar 
facility would be given to importation, the precious metals 
would tlot, more than before, enter into the list of exportable 
commodities. 

Of all commodities none are t>erhaps so proper for taxation 
as those which, either'by the aid of nature or art, are produced 
with peculiar facility. With respect to foteign countries, such 
commbdities may be classed under the head of those which are 
not regulated in their price by the quantity of labour bestowed, 
but rather by the captice, the tastes, and the power of the 
purchasers. If England had more productive tin mines than 
other countries, or if, from superior machinery or fuel, she had 
peculiar facilities in manufacturing cotton goods, the prices of 
tin and cotton goods would still in England be regumted by the 
comparative quantity of labour and capital required to produce 
them, and the competition of our merchants would make them 
very little dearer to the foreign consumer. Our advantage In 
the production of these commodities might be so decided that 
probably they. could bear a 'iery great additional price in the 
foreIgn market without very materially diminishing their con­
sumption. This price they never could attain, whilst competi­
tion was free at home, by any other means but by a tax on their 
exportation. This tax would fall wholly on foreign consumer!, 
and part of the expenses of the government of England would 
be defrayed by • tax on the land and labour of other countries. 
The tax on tea, which at present is paid by the people of England, 
and goes to aid the expenses of the government of England, 
might, if laid iii China on the exportation of the tea, be diverted 
to the payment of the expenses of the government of Olina. 

Taxes on luxuries have some advantage over taxes on neces­
saries. They are generally paid from income, and therefore da 
not diminish the productive capital of the country. If wine 
were much raised in ptlce in consequence of taxation, it is 
probable that .. man would rather forego the enjoyments of 
wine than make any important ~croachments on his capital 
to be enabled to purchase it. They are so identified with price 
that the contributor is hardly aware that be is paying a tax. 
But they have also their disadvantages. First, they nevet 
reach capital, and on some extraordinary occasions it may be 
expedient that even capital5hould contribute towards the public 
exigencies; and, secondly, there is no certainty as to the amount 
of the tax, for it may hot reach eYen income. A man intent on 
saving will exempt him!!f'lf from a tax on wine by giving up ~ 
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lie of it. The income of the country may be undiminished, 
.nd yet the state may be unable to raise a shilling by the tax. 

Whatever habit has rendered delightful will be relinquished 
vith reluctance, and will continue to be consumed notwith­
,tanding a very heavy tax; but this reluctance has its limits, 
Lnd experience every day demonstrates that an increase in the 
Dominal amount of taxation often diminishes the produce. One 
rnan will continue to drink the same quantity of wine, though 
the price of every bottle should be raised three shilli~, who 
would yet relinquish the use of wine rathet than pay four. 
Another will be content to pay four, yet refuse to pa.y five 
shillings. The same may be said of other taxes on luxuries: 
many would pay .. tax of £5 for the enjoyment which a horse 
affords, who would not pay ~IO or {:ilO. It is not because they 
cannot pay more that they gIVe up the use of wine and of horses. 
but because they will not pa, mote. Every man has some 
standard in his own mind by which he estimates the value of 
his enjoyments, but that standard Is as various a~ the human 
character. A country whose financial situation has become 
extremely artificial, by the mischievous policy of accumulating 
a large national debt, and a consequently enormous taxation, 
is particularly exp(jsed to the inconvenience attendant on this 
mode of raising taxes. After visiting with a tax the whole 
round of luxuries; after laying horses, carriages, wine, servants, 
and all the other enjoyments of the rich under contribution; 
a minister is induced to have recourse to more direct taxes, 
such as income and property taxes, neglecting the golden maxim 
of M. Say! .. that the very best of all plans of finance Is to spend 
little, and the best of all taxes is that which is the least in 
amount." 



CHAPTER XVII 

TAXES ON OTHER COMMODITIES THAN RAW PRODUCE 

ON the same principle that a tax on corn would raise the price 
of com, a tax on any other commodity would raise the price of 
that commodity. If the commodity did not rise by a sum equal 
to the tax, it would not give the same profit to the producer 
which he had before, and he would remov. his capital to some 
other employment. 

The taxing of all commodities, whether they be necessaries or 
luxuries, will, while money remains at an unaltered 'value, raise 
their prices by a sum at least equal to the tax.I A tax on the 
manufactured necessaries of the labourer would have the same 
effect on wages as a tax on com, which differs from other neces­
saries only by being the first and most important on the list; 
and it would produce precisely the same effects on the profits 
of stock and foreign trade. But a tax on luxuries would have 
no other effect than to raise their price. It would fall wholly 
on the consumer, and could neither increase wages nor lower 
profits. . 

Taxes which are levied on a country for the purpose of sup­
porting war, or for the ordinary expenses of the state, and which 
are chiefly devoted to the support of unproductive labourers, 
are taken from the productive industry of the country; and 
every saving which can be made from such expenses will be: 

t It is obse"ed by M. Say, .. that a manufacturer is not enabled to make 
the consumer par. the Whole tax levied on hi" eommodit,.. because it· 
increased price will dimlnhh Its consllmptlon." Should this be tbe ca", 
should tbe eonsumphon be diminisbed, wil1 not tbe supply also sp"edH' 
be diminished? Why should the manufacturer eontinue in tbe trade I 
bls profits are below the general level? M. Say appears here also to ba .. ' 
forgotten the doctrine whicb he elsewbere $UPports, U tbat the cost 0 
production determines the price, below which commodities cannot fall fo 
any.Ie'.'g:th of .~me. b~use l.roductiou. would be then either ~'­
or dimuusbed. -Yol. Ii. p. '2 • 

.. Tbe tax in this case falls then partly on the eonsumer, ",bo Is obli~ 
to give more for the commodity taxed, and partly 00 tbe producer, who, 
after deducting tbe tax, will receive less. Tbe public treasury 10m be 
benefited by wbat tbe purchaoer pays In addition, and also by the sacrifice 
wbleh the produeer Is obliged to make of a part of his profits. It is the 
etI~ of IfUllpowder, which acts at tbe same time on the bullet which it 
projects and 011 the gun whleh It cawoes to recoll"-Vol. ii. p. 333-

.. 60 
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generally added to' the income, if not to the capital of the con­
tributors. When, for the expenses of a year's war, twenty 
millions are raised by means of a loan, it is the twenty millions 
which are withdrawn from the productive capital of the nation. 
The million per annum which is raised by taxes to pay the 
interest of this loan is merely transferred from those who pay 
it to those who receive it, from the contributor to the tax to 
the national creditor. The real expense is the twenty millions, 
and not the interest which must be paid for it.1 Whether the 
interest be or be not paid, the country will neither be richer nor 
poorer. Government might at once have required the twenty 
millions in the shape of taxes j in which case it would not have 
been necessary to raise annual taxes to the amount of a million. 
This, however, would not have changed the nature of the trans­
action. An individual, instead of being called upon to pay 
£100 per annum, might have been obliged to pay £2000 once for 
all. It might also have sUited his convenience rather to borrow 
this [2000, and to pay {,Ioo per annum for interest to the lender, 
than to spare the larger sum from his own funds. In one case, 
it is a private transaction between A and B, in the other govern­
ment guarantees to B the payment of interest to be equally 
~)aid by A. If the transaction had been of a private nature, no 
~blic record would be kept of it, and it would be a matter of 
~parative 'indifference to the country whether A faithfully 

;
formed his contract to B or unjustly retained the f.ICO per 
lum in his own possession. The country would have a 

~eneral interest in the faithful performance of a contract, but 
with respect to the national wealth it would have no other 
interest than whether A or n would make this £too most pro­
ductive; but on this question it would neither have the right: 

• .. Melon says that the deht. of a nation are debts due from the right hand 
to the lelt, by wbich tbe body is Dot weakened. It is true that tbe general 
wealtb Is not dlminished by tbe payment of the interest on arrears of Ihe 
dehl: Tbe dlvidends are a value wbich passes from the band of the con­
tributor 10 the national credltor: Whelher it be the national creditor or 
the contributor who accumulates or consumes it is, I agree, of little 
imporlance to tbe society; but the principal of the debt-what has become 
of thai ~ It exisls no more. The consumplion wh.cb has foUowed Ihe 
loan bas annihilated 8 capital which wiU Dever YIeld any further revenue. 
The soclety is deprived DOl of the amount of mterest, since that 
pas"". from one band to tbe other, but of the revenue from a destroyed 
cap.tal. This capital. If it had been employed productively by bim who 
1 .... 1 It to the state, would equally bave yielded him an income, but that 
income would have been derived from a real production, aIld would not 
have been furnished from tbe pocket of a fellow citizen,"-Say, vol. n. 
p. 357. Tbls It botb eoncelvecl and es.pres5ed in tbe true spU'it of tbe 
science. 

L'go-
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nor the abillty to decide. It might be possible that, if .\ 
retained it for his ow" use, he might squander it unprofitably, 
and it it were paid to B he might add it to his capital and 
employ it productively. And the converse would also be pos­
sible; B might squander it, and A might employ it productively. 
With a view to wealth only, it might be equally or more desir­
able that A should or should bot pay it; but the claims of justice 
and good faith, a greater utility, are bot to be compelled to 
yield to those of a less; and accordingly, if the state were called 
upon to interfere, the courts of justice would oblige A to perform 
his contract. A debt guaranteed by the nation differs in no 
respect from the above transaction. Justice and good faith 
demand that the interest of the national debt should continue 
to be paid, and that those who have advanced their 'Capitals 
for the general benefit should not be required to forego their 
equitable claims on the plea of expediency. 

But independently of this consideration, it is by no mean!! 
certain that political utility would gain anything by the sacrifice 
of political integrity; it does by no means follow that the party 
exonerated from the payment of the interest of the national debt 
would employ it more productively than those to whom indis­
putably it is due. By cancelling the national debt, one man'/' 
mcome might be raised from £1000 to £1500, but another man~: 
would- be lowered from £Xsoo to £Iooo. These two mel\:­
incomes now amount to £2500; they would amoutlt to no mq • 
then. If it be the object of government to taise taxes, the ... 
would be precisely the same taxable capital and income in one' 
case as in the other. It is not, then, by the payment of the 
interest on the national debt that a country is distressed, nor 
is it by the exoneration from payment that it can be relieved. 
It is only by saving from income, and retrenching in expenditure, 
that the national capital can be increased; and neither the 
income would be increased nor the expenditure diminished by 
the annihilation of the national debt. It is by the profuse 
expenditure of government and of individuals, and by loans, 
that the country is impoverished; every measure, therefore, 
which is calculated to promote public and private economy will 
relieve the public distress; but it is error and delusion to suppose 
that a real national difficulty can be removed by shifting it from 
the shoulders of one class of the community, who justly ought 
to bear it, to the shoulders of another class, who, upon every 
principle of equity, ought to bear no more than their share. 

From what I have said, it must not be inferred that I consider 
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the system of borrowing as the best calculated to defray the 
extraordinary expenses of the state. It is a system which tends 
to make us less thrifty-'-to blind us to our real situation. If the 
expenses of a war be 40 millions per annum, and the share which 
a man would have to contribute towards that annual expense 
were £100, he would endeavour, on being at once called upon 
for his portion, to save speedily the boo from his income. By 
the system of loans, he IS called upon to pay only the interest 
of this boo, or £5 per annum, and considers that he does 
enough by saving this £5 from his expenditure, and then deludes 
himself with the belief that he is as rich as belore, The whole 
nation, by reasoning and acting in this manner, save only the 
interest of 40 millions, or two millions; and thus not only lose 
all the interest or profit which 40 millions of capital, employed 
productively, would afford, but also 38 millions, the difference 
between their savings and expenditure. If, as I before observed, 
each man had to make his own loan, and contribute his full 
proportion to the exigencies of the state, as soon as the war 
ceased taxation would cease, and we should immediately fall 
into a natural state of prices. Out of his pri'tate funds, A 
might have to pay to B interest for the money he borrowed of 
him during the war to enable him to pay his quota of the 
~xpense; but with this the nation would have no concern. 

A country which has accumulated a large debt is placed in 
most artificial situation; and although the amount of taxes, 

"and the increased price of labour, may not, and I believe does 
not, place it under any other disadvantage with respect to 
foreign countries; except the unavoidable one of paying those 
taxes, yet it becomes the interest of every contributor to with­
draw his shoulder from the burthen, and to shift this payment 
from himself to another; and the temptation to remove himself 
and his capital to another country, where he will be exempted 
from such burthens, becomes at last .irresistible, and overcomes 
the natural reluctance which every man feels to quit the place 
of his birth and the scene of his early associations. A country 
which has involved itself in the difficulties attending this 
artificial system would act wisely by ransoming itself from 
them at the sacrifice of any portion of its property which 
might be necessary to redeem its debt. That which is wise in 
an individual is wise also in a nation. A man who has £10,000, 
paying him an income of £500, out of which he has to pay £100 
per annum towards the interest of the debt, is really worth only 
£8000, and would be equally rich, whether he continued to pay 
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£100 per annum, or at once, and for only once, sacrificed £2000. 

But where, it is asked, would be the purchaser of the property 
which he must sell to obtain this £tooo? The answer is plain: 
the national creditor, who is to receive this lzooo, will want 
an investment for his money, and will be disposed either to lend 
it to the landholder, or manufacturer, or to purchase from them 
a part of the property of which they have to dispose. To such 
a payment the stockholders themselves would largely contribute. 
This scheme has been often recommended, but we have, I fear, 
neither wisdom enough, nor virtue enough, to adopt it. It 
must, however, be admitted, that during peace, our unceasing 
efforts should be directed towards paying off that part of the 
debt which has been contracted during war; and that no temp­
tation of relief, no desire of escape from prescnt, and I hope 
temporary, distresses should induce us to relax in our attention 
to that great object. 

No sinking fund can be efficient for the purpose of diminishing 
the debt if it be not derived from the excess of the public 
revenue over the public expenditure. It is to be regretted that 
the sinking fund in this country is only such in name; for there 
is no excess of revenue above expenditure. It ought, by 
economy, to be made what it is professed to be, a really efficient ~ 
fund for the payment of the debt. If, on the breaking out 0V 
any future war, we shall not have very considerably redurr.~ 
our debt, one of two things must happen, either the whul 
expenses ,of that war must be defrayed by taxes raised front 
year to year, or we must, at the end of that war, if not before, 
submit to a national bankruptcy; not that we shall be unable 
to bear any large additions to the debt; it would be difficult 
to set limits to the powers of a great nation; but assuredly 
there are limits to the price, which in the form of perpetual 
taxation, individuals will submit to pay for the privilege merely 
of living in their native country.1 

When a commodity is at a monopoly price it is at the very 
highest price at which the consumers are willing to purchase it. 

I .. Credit, in general, is 8""d, as it allon capitals to leave tbose hands 
where tbey are not usefully employed, to paSli into those where they will 
be made productive: it diverts a capital from an emp!oyment useful onl, 
10 tbe capitalist, such as an investment in the publie funds, to make .t 
productive in the bands of industry. It facilitates the employment. of 
all capital., and leaws none unemployed,H_E""_,, Polmqve, p. 463, 
vol. iI. 4tb edition.-Thls must be lUI ov~!fbt of M. Say. The capital 
of tbe stockholder can never be made produetlve--it is, in fact, no capital, 
If he were to sell hi. alock, and employ the capital be obtained for it, 
rroductively, be could only do 10 by detachlnc tbe capital of the bnyec 
of his Itoell lJ'om a productive ~plQymC'Ut. 
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Commodities are only at a monopoly price when by no possible 
device their 9uantity can be augmented; and when, therefore, 
the competition is wholly on one side - amongst the buyers. 
The monopoly price of one period may be much lower or higher 
than the monopoly price 0 • )ther, because the competition 
amongst the purchasers must ... ' 11 their wealth, and their 
tastes and caprices. Those peculiar wines which are produced 
in very limited quantity, and those works Qf art which, from 
their excellence or rarity, have acquired a fanciful value, will 
be exchanged for a very dillerent quantity of the produce of 
ordinary labour, according as the society is rich or poor, as it . 
possrsses an abundance or scarcity of such produce, or as it may 
be in a rude or polished state. The exchangeable value there­
fore of a commodity which is at a monopoly price is nowhere 
regulated by the cost of production. , 

Raw produce is not at a monopoly price, because the market 
price of barley and wheat is as much regulated by their cost of 
production as the market price of cloth and linen. The only 
difference is this, that one portion of the capital employed in 
agriculture regulates the price of com, namely, that portion 
which pays no rent; whereas, in the production of manufactured 
'lmmodities, every portion of capital is employed with the same 

'ults; and as no portion pays rent, every portion is equally 
egulator of price: com, and other raw produce, can be aug­
nted, too, in quantity, by the employment of more capital 

-nn the land, and therefore they are not at a monopoly price. 
There is competition among the sellers, as well as amongst the 
buyers. This is not the case in the production of those rare 
wines, and those valuable specimens of art, of which we have 
been speaking; their quantity cannot be increased, and their 
price is limited only by the extent of the power and will of the 
purchasers. The rent of these vineyards may be raised beyond 
any moderately assignable limits, because no other land being 
able to produce such wines, none can be brought into competition 
with them. 

The corn and raw produce of a country may, indeed, for a time, 
sell at a monopoly price; but they can do so permanently only 
when no more capital can be profitably employed on the lands, 
and when, therefore, their produce cannot be increased. At 
such time, every portion of land in cultivation, and every portion 
of capital employed on the land, will yield a.' rent, differing, 
indeed, in proportion to the difference in the return. At such 
a time, too, any tax which may be imposed on the farmer will 
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fan on rent, and not on the consumer. He cannot raise the 
price of his com, because, by the supposition, it is already at the 
highest price at which the purchasers will or can buy it. He 
will not be satisfied with a lower rate of profits than that obtaint>d 
by other capitalists, and, therefore, his only alternative will be 
to obtain a reduction of rent or to quit his employment. 

Mr. Buchanan considers com and raw produce as at a 
monopoly price, because they yield a rent: an commodities 
which yield a rent, he supposes, mu!lt be at a monopoly price; 
and thence he infers that all taxes on raw produce would fall 

. on the landlord, and not on the consumer. "The price of com," 
he says, .. which always affords a rent, being In no respect 
influenced by the expenses of its production, those expenses 
must be paid out of the rent; and when they rise or fa.ll/there­
fore, the consequence is not a higher or lower price, but a higher 
or a lower rent. In this view, all taxes on farm servants, horses, 
or the implements of agriculture are in reality land-taxes­
the burden falling on the farmer during the currency of his 
lease, and on the landlord when the lease comes to be renewed. 
In ilke manner, all those improved implements of husbandry 
which save expense to the farmer, such as machines for thrashing 
and reaping, whatever gives him easier access to the markeV 
such as good roads, canals, and bridges, though they lessen ti>', 
original cost of com, do not lesSl".D its market price. WhateY( 
is saved by those improvements, therefore, belongs to tlle lao.;: 
lord as part of his rent. .. 

It is evident that if we r.ield to Mr. Buchanan the basis on 
which his argument is built, namely, that tlle price of com 
always yields a rent, all the consequences which he contends 
for would follow of course. Taxes on tlle farmer would then 
faU, not on the consumer, but on rent; and all improvemenu 
in husbandry would increase rent: but I hope I have made it 
sufficiently clear that, until a country is cultivated in e\'ery 
part, and up to the highest degree, there is always a portion of 
capital employed on the land which yields no rent, and that it is 
t~i~ portion of capital, the result of which, as in manufactures, is 
dIVided between profits and wages, that regulates tlle price of 
corn. The price of com, then, which does not afford a rent, 
being influenced by the expenses of its production, those expenses 
cannot be paid out of rent. The consequence, tllerefore, of those 
expenses increasing, is a higher price, and not a lower rent. l 

. t .. Manllfaeturlnl! Industry blct ......... its produce in proportion Co the 
demalld, "lid the pnoe i.lll&; btH 1M ~ of I4...t """not Iu so ; __ 411; 
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It is remarkable that both Adam Smith anI! Mr. Buchananl 

who entirely agree that taxes on raw produce, a land-tax, anU 
tithes, all fall on the rent of land, and not on the consumers of 
raw produce, should nevertheless admit that taxes on mal~ 
would fall on the consumer of beer, and not on the rent of th~ 
landlord. Adam Smith's argument is so able a statement of 
the view which I take of the subject of the tax on malt, an4 
every other tax on raw produce, that I cannot refrain frOIQ 
offering jt to the attention of the reader . 

.. The rent and profits of barley land mU$t always be nearly 
equal to those of other equally fertile and equally well cultivated 
land. If they were less, some part of the barley land would 
soon be turned to some other purpose; and if they were greater, 
more land would soon be turned to the raising of barley. When 
the ordinary price of any particular produce of land is at what 
may be called a monop<'ly price, a tax upon it necessarily reduce$ 
the rent and profit 1 of the land which grows it. A tax upon 
the produce of those precious vineyards, of which the wine falls 
80 much short of the effectual demand that i.ts price is always 
above the natural proportion to that of other equa!ly fertile aQd 
«lually well cultivated land, would necessarily reduce the rent 
l1d profit 1 of tltose vineyards. The price of the wines being 
\'ady the highest that could be got for the quantity commonly 

I. to market, it could not be raised higher without diminishing 
, ..... t quantity; and the quantity could not be diminished with­
out still greater loss, because the lands could not be turned to 
any other equally valuable produce. The whole we~bt of the 
tax, therefore, would fall upon the rent and profit; properly 
upon the rent of the vineyard."-" But the ordinary price of 
barley has never been a monopoly price; and the rent and profits 
of barley land bli\ve never been above their natural proportion 
to those of other equally fertile and equally well cultivated land, 
The different taxes which have been imposed upon malt, beer, 
and ale IuzrJe MfIn' ~ the pria of haTley i have never 
reduced the rent and profit 1 of barley land. The price of malt 

and a high price is still Decessary to prevent the conSWlipliou from exct't'd­
ing the aupply."-Bucb_, VQI. iv. p. 40. Is it possible that Mr. 
BucbanaQ eao seriously assert that the produce of the land caonot be 
increased if the demand increases 1 

• I wish the...,..d .. profit .. had been omitted. Dr. Smith must ""PJlOS" 
the profits of the tenants of t~ precious vineyards to be above the 
I!"eneral rate of pfO/i II\. If they were ~l they would Pot Pay the tQ,. 
WIless they could shift it tither to ~he \;mQlord .... CODSUmer. _ 
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.' the brewer has constantly risen in proportion to the taxes 
imposed upon it; and those taxes, together with the different 
duties upon beer and ale, have constantly either raised the price, 
or, what comes to the same thing, reduced the quality of those 
commodities to the consumer. The final payment of those 
taxes has fallen constantly upon the consumer and not upon the 
producer." . On this passage Mr. Buchanan remarks, .. A duty 
on malt never could reduce the price of barley, because, unless 
as much could be made of barley by malting it as by selling it 
unmalted, the quantity required would not be brought to 
market. It is clear, therefore, that the price of malt must rise 
in proportion to the tax imposed on it, as the demand could not 
otherwise be supplied. The price of barley, however, is just as 
much a monopoly price as that of sugar; they both yield a rent, 
and the market price Dr both has equally lost all connection 
with the original cost." 

It appears, then, to be the opinion of Mr. Buchanan, that 
a tax on malt would raise the price of malt, but that a tax on 
the barley from which malt is made would not raise the price 
of barley; and, therefore, if malt is taxed, the tax will be paid 
by the consumer; if barley is taxed, it will be paid by the Ianq' 
lurd, as he will receive a diminished rent. According to M 
Buchanan, then, barley is at a monopoly price at the hig~ 
price which the purchasers are willing to gtve for it; but n;., 
made of barley IS not at a monopoly price, and consequent._, 
it can be raised in proportion to the taxes that may be imposed 
upon it. This opinion of Mr. Buchanan of the effects of a tax 
on malt appears to me to be in direct contradiction to the 
opinion he has given of a similar tax, a tax on bread. .. A tax 
on bread will be ultimately paid, not by a rise of price, but by 
a reduction of rent." 1 If a tax on malt would raise the price of 
beer, a tax on bread must raise the price of bread. 

The following argument of M. Say is founded on the same 
views as Mr. Buchanan's: .. The quantity of wine or com whicb 
a piece of land will produce will remain nearly the same, what­
ever may be the tax with which it is charged. The tax may 
take away a half, or even three-fourths of its net produce, or of 
its rent, if you please, yet the land would nevertheless be culti­
vated (or the half or the quarter not absorbed by the tax. The 
rent, that is to say, the landlord's share, would merely be 
somewhat lower. The ~n of this will be perceived if we 
~onsider that, in the case supposed, the quantity of l?r04u~ 

I Vol. iii. p. 355. 
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obtained from the land and sent to market will remain never-­
thcless the same. On the other hand, the motives on which 
the demand for the produce is founded continue also the 
same . 

.. Now, if the quantity of produce supplied, and the quantity 
demanded, necessarily continue the same, notwithstanding the 
establishment or the increase of the tax, the price of that produce 
will not vary; and if the price do not vary, the consumer will 
not par. the smallest portion of this tax . 

.. Will it be said that the farmer, he who furnishes labour and 
capital, will, jointly with the landlord, bear the burden of this 
tax ?-certainly not; because the circumstance of the tax has not 
diminished the number of farms to be let, nor increased the 
number of farmers. Since, in this instance (l,lso, the supply and 
demand remain the same, the rent of farms must also remain 
the same. The example of the manufacturer of salt, who can 
only make the consumers pay .. portion of the tax, and that 
of the landlord, who cannot reimburse himself in the smalles1 
degree, prove the error of those who maintain, in opposition to 
the economists, that aU taxes fall ultimately on the consimler." 'lvo}. ii. p. 338• . 

If the tax .. took away half, or even three-fourths of the net 
.' )duce of the land," an~ the price of produce did not rise, how 

llid those farmers obtaIn the us\lai profits of stock who paid 
.... -ftly moderate rents, having that quality of land which required 

a much I~rger proportion of labour to obtain a given result than 
land of a more fertile quality? If the whore rent were remitted, 
they would still obtain lower profits than those in other trades, 
and would therefore not continue to cultivate their land, unless 
they could raise the price of its produce. If the tax feU on the 
farmers, there would be fewer farmers disposed to hire farms; 
if it fell on the landlord, many farms would not be let at all, for 
they would afiord no rent. But from what fund would those 
pay the tax who produce com without paying any rent? It is 
quite clear that the tax must fall on the conS\lmer. How would 
such land as M. Say describes in the following passage pay a tax 
of one-half or three-fourths of its produce? • 

.. We see in Scotland poor lands thus cultivated by the pro­
prietor, and which could be cultivated by no other person. 
Thus, too, we see in the interior provinces of the United States 
vast and fertile lands, the revenue of which, alone, would not be 
sufficient for lhtl maintenance of the proprietor. These lands 
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are cultivated nevertheless, but it must be by the proprietol' 
Ilimself. or, in other words, he must add to the rent. which is 
little or nothing, the profita Qf his capital and indub'try. to enable 
him to live in competence. It is well known that land, though 
cultivated, yields 11.0 revtlllue to the landlord when no fanner 
will be willing to pay a rent for it: which is a proof that sucll 
~d will give oQly the PrQfits of the capital, and of the industry 
necessary for it,c; cu1tivation."-.say. vol. ii. p. 127. 



CHAPTER xvm 
POOR RATES 

WE have seen that taxes on raw produce, and on the profits of 
the farmer, will fall on the consumer of raw produce; since, 
unless he had the power of remunerating himself by an increase 
of price, the tax would reduce his profits below the general level 
of profits, and would urge him to remove his capital to some 
other trade. We have seen, too, that he could not, by deducting 
it from his rent, transfer the tax to his landlord; because- that 
farmer who paid no rent would, equally with the cultivator of 
better land, be subject to th~ tax, whether it were laid on raw 
produce or on the profits of the farmer. I have also attempted 
to show that if a tax were general, and affected equally all 
profits, whether manufacturing or agricultural, it would not 
operate either on the price of goods or raw produce, but would 

,be immediately, as well as ultimately, paid by the producers. 
', .. tax on rent, it has been observed, would fall on the landlord 
..... y, and could not by any means be made to devolve on the 

-tnt. 
',1e poor rate is a tax which partakes of the nature of all 

_ese taxes, and, under different circumstances, falls on the 
consumer of raw produce and goods, on the profits of stock, 
and on the rent of land. It is a tax which falls with peculiar 
weight on the profits of the farmer, and therefore may be con­
sidered as affectin~ the pri«e of raw produce. According to the 
degree in which It bears on manufacturing and a"oricultural 
profits equally, it will be a general tax on the profits of stock, 
and will occasion no alteration in the price of raw produce and 
manufactures. In proportion to the farmer's inability to 
remunerate himself, by raising the price of raw produce for 
that portion of the tax which peculiarly affects him, it will be 
a tax on rent and will be paid by the landlord. To know, then, 
the operation of the poor rate at any particular time, we must 
ascertain whether at that time it affects in an equal or an unequal 
degree the profits of the farmer and manufacturer; and also 
whether the circumstances be such as to afford to .the farmer 
the power of raising the price of raw produce. 

The poor rates are professed to be levied on the fanner in 
'11 ' 
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proportion to his rent; and, accordingly, the farmer who paid 
a very small rent, or no rent at all, should pay little or no tax. 
If this were true, poor rates, as far as they are paid by the 
agricultural class, would entirely faU on the landlord, and could 
not be shifted to the consumer of raw produce. But I believe 
that it is not truei. the poor rate is not levied according to the 
rent which a farmer actually pays to his landlordi it is propor­
tioned to the annual value of his land, whether that annual 
value be given to it by the capital of the landlord or 01 the 
tenant. 

If two farmers, rented land of two different qualities in the 
same parish, the one paying a rent of £100 per annum for 
50 acres of the most fertile land, and the other the same sum 
of £too for 1000 acres of the least fertile land, they would pay 
the same amount of poor rates, if neither of them attempted 
to improve the land; but if the farmer of the poor land, pre­
suming on a. very long lease, should be induced, at a great 
expense, to improve the productive powers of his land, by 
manuring, draining, fencin~, etc., he would contribute to the 
poor rates, not in proportlOn to the actual rent paid to the 
landlord, but to the actual annual value of the land. The ratll'" 
might equal or exceed the rent; but whether it did or not,/' 
part of this rate would be paid by the landlord. It would h, . 
been previously calculated upon by the tenant; and if the ~ 
of produce were not sufficient to compensate kim for all'." 
expenses, together with this additional charge for poor rates, 
his improvements would not have been undertaken. It is 
evident, then, that the ta.x: in this case is paid by the consumer; 
for if there had been no rate, the same improvements would 
have been undertaken, and the usual and general rate of profits 
would have been obtained on the stock employed with a lower 
price of com. . 

Nor would it make the slightest difference in this question if 
the landlord had made these improvements himself, and had in 
consequence raised his rent from £100 to fsoo; the rate would 
be equally charged to the consumer; for whether the landlord 
should expend a large sum of money on his land would depend 
all the rent, or what is called rent, which he would receive as 
a remuneration for it; and this again would depend on the pric~ 
of com, or other raw produce, being sufficiently high, not only 
to Cover this additional rent, but also the rate to which the land 
would be subject. If at the same time all manufacturing capital 
contributed to the poor rates in the same proportion as the 
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capital expended by the farmer or landlord in improving the 
land, then it would no longer be a partial tax on the profits of 
the farmer's or landlord', capital, but a tax on the capital of 
all producer&; and, therefore, it could no longer be shiI'ted 
either on the consumer of raw produce or on the landlord. The 
fanner'. profits would feel the e1Iect of the rate no more than 
those of the manufacturer; and the former could not, any more 
than the latter, plead it as a reason for Ill' advance in the price 
of his commodity. It is not the absolute but:the relative fall 
of profits which prevents capital from being employed in any 
particular trade: it is the difference of profit which sends 
capital from one employment to another. 

It must be acknowledged, however, that in the actual state 
of the poor rates, a much larger amount falls on the farmer than 
on the manufacturer, in proportion to their respective profits; 
the fanner being rated according to the actual productions 
which he obtains, the manufacturer only according to the value 
of the buildings in which he works, without any regard to the 
value of the machinery, labour, or stock which he may employ. 
From this circumstance it follows that the fanner will be 

"VIabled to raise the price of his produce by this whole difference. 

)

inCe the tax falls unequally, and peculiarly on his profits, 
ould have less motive to devote his capital to the land 

, to employ it in some other trade, were not the price of 
~ produce raised. If, on the contrary, the rate had fallen 

.~h greater weight on the manufacturer than on the farmer, 
he would have been enabled to raise the price of his goods by 
the amount of the difference, for the same reason that the farmer 
under similar circumstances could raise the price of raw produce. 
In a society, therefore, which is extending Its agriculture, when 
poor rateS fall with peculiar weight on the land, they will be 
paid partly by the employers of capital in a diminution of the 
profits of stock, and partly by the consumer of raw produce in 
Its increased price. In such a state of things, the tax may, 
under some circumstances, be even advantageous rather than 
injurious to landlords; for if the tax paid by the cultivator of 
the worst land be higher in proportion to the quantity of pro­
duce obtained than that paid by the farmers of the more fertile 
lands, the rise in the price of com, which will extend to all com, 
",ill more than compensate the latter for the tax. This advan­
tage will remain with them during the 'continuance of their 
It'ases, but it will afterwards be transferred to their landlords. 
This, th~n: would be the e1I~t of poor rates in an advancing 
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society; but in to stationary, or in a retrograde country, so far 
as capital could not be withdrawn from the land, if a further 
rate were levied for the support of the poor, that part of it which 
fell on agriculture would be paid, during the current leases, by 
the farmers; but, at the e>qliration of those leases it would 
almost wholly fall on the landlords. The farmer, who, during 
his former lease, had expended his capital in improving his land, 
if it wet'e still in his own lands, would be rated for this new tax 
accord.ing to the new value which the land had a~uired by its 
improvement, and this amount he would be obliged to pay 
during his lease, although his profits might thereby be reduced 
below the general rate of profits; for the capital which he has 
expended may be so incorporated with the land that it cannot 
be removed from it. If, mdeed, he or his landlord (should it 
have been,expended by him) were able to remove this capital, 
and thereby reduce the annual value of the land, the rate would 
proportionably fall; and as the produce would at the same time 
be diminished, its price would rise; he would be compensated 
for the tax by charging it to the consumer, and no part would 
fall on rent: but this is impossible, at least with respect to some 
proportion of the capital, and consequently in that proportio!'l' 
the tax will be paid by the farmers during their leases, anr ~ 
landlords at their expiration. This additional tax, if it ' 
with peculiar severity on manufacturers, which it does . , 
would, under such circumstances, be added to the price of " 
goods; for there can be no reason why their profits should e., 
reduced below the general rate of profits when their capitals 
might be easily removed to agriculture.' 

I In a' former part of this work I have DOticed the difference betweea 
rent, properly SO called, and the remunel'ation paid to the landlord under 
that Dame for the advantages which the expenditure of his capital hall 
p~ocured to his tenant; but 1 did Dot perhaps sufficiently distin~h the 
dIfference which would arise from the different modes In which thi. capital 
!l"ght be applied. ' As a part of this capital! when once expended in the 
Improvement of a farm, IS inseparably ama gamated with the land, and 
tends to increase its productive powers, the remuneration' paid 1.0 the 
landlord for its use is strictly of the Dature of rent, and is subject to all 

I the laws of rent. Whether the improvement be made at the expense oj 
the landlord or the tenant, it will DOt he undertakeJl in tbe lirst mstanoa 

" unless there is a strong probability that the return will at least be equal ta 
\ the profit that can be made by the disposition of any other equal capital; 

but wben once made, the return obtained will ever after be wholly of the 
, DatuN of rent. and will be ~bJect to all tbe variations of rent. Some of 
,ah~>le expenses, however, only give advantages to tbe land for a limited 
'penod, and do not ada permanently to its productive powers: being 
bestowed on buildmgs, and other perishable improvements, they requic8 
to he constantly renewed, and therefore do not obt~ roc tbe landlord any 
perlDSIIleut addition to bis real relit. 



CHAPTER XIX 

ON SUDDEN CHANGES IN THE CHANNELS OF TRADIt 

A CREAT manufacturing country is peculiarly exposed to tem­
porary reverses and contingencies, produced by the removal 
of capital from one employment to another. The demands for 
the produce of agriculture are Unifonn; they are not under the 
in6uence of fashion, prejudice, or caprice. To sustain life, food 
is necessary, and the demand for food must continue in all ages 
and in all countries. It is different with manufactures; the 
demand for any particular manufactured commodity is subject, 
not only to the wants, bllt to the tastes and caprice of the 
purchasers. A new tax, too, may destroy the comparative 
advantage which a r.ountry before possessed in the manufacture 
of a J>articular commodity; or the effects of war may so raise 
~e freight and insurance on its conveyance, that it can no 
. '~et enter into competition with the home manufacture of 

\:ountry to which it was before exported. In all such cases, 
. .\iderable distress, and no doubt some loss, will be experi­

, • - .':1 by those who are engaged in the manufacture of such 
',:".~odities; and it ,will be felt, not only at the time of the 
"Change, but through the whole interval during which they are 
removing their capitals, and the labour which they can com­
mand, from one employment to another. 

Nor will distress be experienced in that country alone where 
such difficulties originate, but in the countries to which its 
commodities were before exported. No country can long 
import, unless it also exports, or can long export unless it also 
imports. If, then, any circumstant:e should occut which 
should permanently prevent a country from importing the 
usual amount of foreign commodities, it will necessarily diminish 
the manufacture of some of those commodities which were 
usually exported; and although the total value of the produc­
tions of the country will probably be but little altered. since the 
same capital w.ill be employed, yet they will not be equally abund­
ant and cheap; and considerable distress will be experienced 
through the change of employments. If, by the employment 
of £1C,OOO in the manufacture of cotton goods for exportation, 
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we imported annually 3000 pair of silk stockings of the value 
of £2000, and by the interruption of foreign trade we should 
be obliged to withdraw this capital from the manufacture of 
cottoo, and employ it our~elves in the manufacture of stock­
ings, we should still obtain stockings of the value of £2000, 

provided no part of the capital were destroyed; but instead of 
having 3000 pair, we might only have 2500. In the removal 
of the capital from the cotton to the stocking trade, much 
distress might be experienced, but it would not consideraLly 
impair the value of the national property, although it might 
lessen the quantity of our annual productions.1 

The commencement of war after a long peace, or of peace 
after a long war, ~enerally produces considerable distress in 
trade. It changes III a grea.t degree the nature of the .employ­
ments to which the respective capitals of countries were before 
devoted; and during the interval while they are settling in the 
situations which new circumstances have made the most bene­
ficial, much fixed capital is unemployed, perhaps wholly lo~t, 
and labourers are without full employment. The duration of 
this distress will be longer or shorter according to the strength 
of that disinclination which most men feel to abandon thv 
employment of their capital to which they have long 'Q' .. t' 
accustomed. It is often protracted, too, by the restrjct~ , 
and prohibitions to which the absurd jealousies whicn pl!. . 
between the different states of the commercial commonw 
give rise. ,_ 

The distress which proceeds from a revulsion of trade is ofteli" 
mistaken for that which accompanies a diminution of the 
national capital and a retrograde state of society; and it would 
perhaps be difficult to point out any marks by which they may 
be accurately distinguished. 

When, however, such distress immediately accompanies a 
I" Commerce enables us to obtain a commodity in tbe place where it is 

to be found, and to convey it to anotber wbere It Is to be OOftSUllU'd; It 
tberpjare gl ves us tbe power of IncreailDl{ tbe value of tbe commodity, 
by tbe wbole difference between it. price III the lint of tbew places ana 
its 1?rice in the seeond."-M. Say, p. 4SB, vol Il.-True, but bow is thl~ 
additional value given to it? By adding to tbe eost of production, 6rst, 
the expenses of conveyance; secondly, the pr06t on the advances of 
capital made by the merchant. The commodity i9 only moce valuable 
for the same reasons that every otber commodity may become more 
valuable, because more labour is expended on its production and ~n· 
veyance before It Is purchaoed by the consumer. This must not be 
mentioned as One of the advantages of cornm .... ce. Wben the subject is 
more closely examined, it will be found tbat the whole benefits of com­
m .. rce resolve tbemselves Into the meanS whicb it gives US of acquiring. 
Dot more valu .. ble objects, but more nselul ones. 
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:hange from war to peace, our knowledge· of the existence of 
luch a cause will make it reasonable to believe that the funds 
ror the maintenance of labour have rather been diverted from 
their usual channel than materially impaired, and that, after 
temporary suffering. the nation will. again advance in prosperity. 
It must be remembered. too, that the retrograde condition is 
always an unnatural state of society. Man from youth grows 
to manhood, then decays, and dies; but this is not the progress 
of nations. When arrived to a state of the greatest vigour, 
their furtner advance may indeed be arrested, but their natural 
tendency is to continue for ages to sustain undiminis!led their 
wealth and their popUlation. 

In rich and powerful countries, where large capitals are 
invested In machinery, more distress will be experienced from 
a revulsion in trade than in poorer countries where there is 
proportionally a much smaller amount of fixed, and a much 
larger amount of circulating capital, and where consequently 
more work is done by the labour of men. It is not so difficult 
to withdraw a. circulating as a fixed capital from any employ­
ment in which it may be engaged. It is often impossible to 
divert the machinery which ma.y have been erected for one 
manufacture to the purposes of another; but the clothing. the 
food, and the lodging of the labourer in one employment may 
be devoted to the support of the labourer in anotller; or the 
Same labourer may receive the same food, clothing, and lodging, 
whilst his employment is cha.nged. This, however, is an evil 
to which a rich nation must submit; and it would not be more 
reasonable to complain of it than it would be in a rich merchant 
to lament tha.t his ship was exposed to the dangers of the sea, 
whilst his poor neighbour'S cottage was safe from all such 
hazard. 

From contingencies of this kind, though in an inferior degree, 
even agriculture is not exempted. War, which, in a commercial 
country, interrupts the commerce of states, frequently prevents 
the exporta.tion of com from countries where it can be produced 
with little cost to others not so favoura.bly situated. Under 
such circumstances an unusual quantity of capital is drawn to 
agriculture, and the country which before imported· becomes 
independent of foreign aid. At tlle termination of the war~ tlle 
obstacles to importation are removed, and a competition 
destructive to the home-grower commences, from which he is 
unable to withdraw witllout the sacrifice of • great part of his 
capital. The best policy of the state would be to lay a taxI 

M'9P 
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decreasing in amount from time to time, on the importation of 
foreign com, for a limited number of years, in order to afford 
to the home-grower an opportunity to withdraw his capital 
gradually from the land.1 In so doing, the country might not 
be making the most advantageous distribution of its capital, 
but the temporary tax to which it was subject~ would be for 
the advantage of a. particular class, the distribution of whose 
capital was highly useful in procuring a supply of food when 
importation was stopped. If such exertions in a period of 
emergency were followed by a risk of ruin on the termination 
of the difficulty, capital would shun 5uch an employment. 
Besides the usual profits of stock, farmers would expect to be 
compensated for the risk which they incurred of a sudden influx 
of corn; and, therefore, the price to the consumer, at the 
seasons when he most required a supply, would be enhanced, 
not only by the superior cost of growing corn at home, but also 
by the insurance ~hich he would have to pay in the "{>rice for 
the peculiar risk to which this employment of caPital W:1.5 
exposed. Notwithstanding, then, that it would be more pro­
ductive of wealth to the country, at whatever sacrifice of capital 
it might be done, to allow the importation of cheap corn, it 
would, perhaps, be advisable to charge it with a duty for a few 
years. . 

In examining the question of rent, we found that, with evf'T)' 
incrl;ase in the supply of corn, and with the consequent fall of 
its price, capital would be withdrawn from the poorer land, and 
land of a better description, which would then pay no rent, 

1 In the last volume of the supplement to the EncyclOi'atiia n"u. .. "ulJ. 
article .. Corn Laws and Trade," are the following excellent sugf(estlouf 
and observations:-" If we shall at any future period think at "tracin,; 
ollr steps, in order to give tiDle to withdraw capital from lbe cultivation 
of our poor soils, and to invest it in more lucrative employments, a graduallv 
diminishing scale of duties may b" adopted. The price at which fOl'ei~n 
grain should be admitted duty free may be made to decrl'ase from SQ,s., 
Its present limit, by 4'. or jS. per quarter annually tIll it reaches 501., 
when tbe ports could safely be tbrown open, and the restrictive system 
b~ for eVer abolished ... )I'hl'a this happy ,.vent .hall have taken place, it 
WIll be no loo,::<'r necessary to f"ree nature. The eapital and enterpn ... of 
the country Will be turned iulo those departments of industry in whiclo 
our physical siluatio~ national character, or publical inslltutlOns tit us tg 
elleel. The COrn of J-gland and the raw cotton of Carolina will be "X­
cbanged fot' lbe Wll1'eS of Birmingham and tbe muslins of Glasgow. The 
gMuine coDlInerci.ll spint, that whic,- pt'nnan<'otly &eCUreI\ the prosperity 
of nations, is altogether in~onslstent with the dark and shallow policy 01 
mQUopoly. The nations of the earth are like provinces of the same -king­
dOID--a Iree and UJIfett~red illl .. «:"urse is alike productive of ceDeral and 
of local advantage." Th~ whole article is Wf>U worthy 01 attention; it ill 
very instructive, is ably wOllen, and .bows that the authOf.' is eompletely 
~aliter of the subJoct. . 
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would become the standard by which the natural price of com 
would be regulated. At £4 per quarter, land of an inferior 
quality, which may be designated by No.6, might be cultivated; 
at £3 lOS., NO.5; at £3, NO.4, and 10 on. If com, in conse­
quence of permanent abundance, fell to £3 ~os., the capital 
employed on No.6 would cease to be employed; for it was only 
when com was at £4 that it could obtain .the general profits, 
even without paying rent: it would, therefore, be withdrawn 
to manufacture those commodities with which all thff corn 
grown on No.6 would be purchased and imported. In this 
employment it would necessarily be more productive to its 
owner, or it would not be withdrawn from the other; for jf he 
could not obtain more com by purchasing it with a commodity 
which he manufactured than he got from the land for which he 
paid no rent, its price could not be under £... . 

It has, however, been said, that capital, cannot be withdrawn 
from the land; that it takes the form of expenses which cannot 
be recovered, such as manuring, fencing, dr~inin~, etc., which 
are necessarily inseparable from the land. ThiS is in some 
degree true; but that capital which consists of cattle, sheep, 
hay and com ricks, carts, etc., may be withdrawn; and it 
always becomes a matter of calculation whether these shall 
continue to be employed on the land, notwithstanding the low 
price of com, or whether they shall be sold, and their value 
transferred to another employment. 

Suppose, however, the fact to be as stated, and that no part 
of the capital could be withdrawn; 1 the farmer would continue 
to raise corn, and precisely the same quantity, too, at whatever 
price it might sell; for it could not be his interest to produce 

• Wbatever ""pita! beeomes lixed on tbe land must lIecessari1y be tbe 
landlord' •• and not the tenant's, at the upiration of the lease. Whatever 
eompen'.tion the landlord may n>eelve for tbis capital on re-Ietting bis 
land Will apr.ear ill the form of renl i but no rent Will be paid if, with a 
Kiven eapita, more corn C3Il be "btamed from abroad than can be grown 
on tbis I .... d al home. If tbe clroumstanees of tbe society should require 
com tq be imported, and 1000 quarters can be obtained by Ibe employ­
ment of a given capital, and if tbls land, wltb tbe employmeDt of tbe l'aIIIe 
capital, will yield liDO quarters, 100 quarters will necessarily go to rent; 
but il1200 can be got from abroad, then Ihis land will go out of cultivation, 
for it will Dot then yield even the general rat .. of proht. But Ibb is no 
disadvant."ge. however great Ule capital may have been that bad been 
expt'nded on tbe land. Such capit.,,1 is spent witb a vicw to ."ugroent the 
produce--that. It should be remembered. is tbe end; of what importance, 
theil, ean it be to the society whether half ils capital be sunk ill value, or 
~v~n annihilated, if tbey obtain a great annual quantity of production? 
Those who d~plore the loss of capital ill this case an! for sacntiCUlg the on<l 
10 tbe meani. 
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less, and if he did not so employ his capital, he would obtain 
from'it no return whatever. Com would not be imported, 
because he would sell it lower than iJ lOS. rather than not sell 
it at all, and by the supposition the importer could Dot sell it 
under that price. Although, then, the farmers, who cultivated 
land of this quality, would undoubtedly be injured by the fall 
in the exchangeable value of the commodity which they pro­
duced-how would the country be affected? We should have 
precisely the same quantity of every commodity produced, but 
raw produce and.com would sell at a much cheaper price. 'The 
capital of a country consists of its commodities, and as these 
would be the same as before, reproduction would go on at the 
same rate. This low price of con. would, however, only afford 
the usual profits of stock to the land NO.5, which would then 
pay no rent, and the rent of all better land would faU: wages 
would also fall, lUld profits would rise. 

However low the price of com might fall, if capital could not 
be removed from the land, and the demand did not increase, no 
importation would take place, for the same quantity as before 
would be produced at home. Although there would be a 
different division of the produce, and some classes would be 
benefited and others injured, the aggregate of production would 
be precisely the same, and the nation collectively would neither 
be richer nor p6>orer. 

But there is this advantage always resulting from a relatively 
low price of Com-that the division of the actual production is 
more likely to increase the fund for the maintenance of labour, 
inasmuch as more will be allotted, under the name of profit, 
to the productive class - a less, under the name rent, to the 
unproductive class. 

This is true, even if the capital cannot be withdrawn from the 
land, and must be employed there, or not be employed at all; 
but if great part of the capital can be withdrawn, as it evidently 
could, it will be only withdrawn when it will yield more to the 
owner by being withdrawn than by being suffered to remain 
where it was;. it will only be withdrawn then, when it can else­
where be employed more productively both for the owner and 
the public, He consents to sink that part of his capital which 
cannot be separated from the land, because with that part' 
which he can take away he can obtain a greater value, and a. 
greater quantity of raw produce, than by not sinking this part 
of the capitall His case is precisely similar to that of a man 
\\ ho has erected machinery in his manufactory at a great 
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expense, machinery which is afterwards so much improved upon 
by more modern inventions that the commodities manufactured 
by him very much sink in value. It would be entirely a matter 
of calculation with him whether he should abandon the old 
machinery, and erect the more perfect, losing all the fJalUtl of 
the old, or continue to avail himself of its comparatively feeble 
powers. Who, under such circumstances, would exhort him to 
forego the use of the better machinery, because it would deterior­
ate or annihilate the value of the old? Yet, this is the argument 
of those who would wish us to prohibit the importation of com, 
because it will deteriorate or annihilate that part of the capital 
of the farmer which is for ever sunk in land. They do not 
see that the end of all commerce is to increase production, and 
that, by increasing production, though you may. occasion partial 
loss, you increase the general happiness. To be consistent, they 
should endeavour to arrest all improvements in agriculture and 
manufactures, and all inventions of machinery; for, though 
these contribute to general abundance, and, therefore to the 
general happiness, they never fail, at the moment of their intro­
duction, to deteriorate or annihilate the value of a part of the 
existing capital of farmers and manufacturers.1 

Agriculture, like all the other trades, and particularly in a 
commercial country, is subject to a reaction, which, in an 
opposite direction, succeeds the action of a strong stimulus. 
Thus, when war interrupts the inlportation of com, its conse­
quent high price attracts capital to the land, from the large 
profits which such an employment of it affords; this will pro­
bably cause more capital to be employed, and more raw produce 
to be brought to market than the demands of the country 
require. In such case, the price of com will fall from the effects 
of a glut, and much agricultural distress will be produced, till 
the average supply is brought to a level with the average demand. 

1 AmODg the most able of the pUblications on the impolicy of restricting 
the importation of com may be classed Major Torrens' Essay _ 110. 
Enll1UM C ..... T.atU.. HI» .... gUUlents ai/peal' to U10 to be unanswered, 
and to be llWUllOwerab1e. • 



OJAPTER xx 
YALUE AN» JUClIES, THEIR DlSTINCfIVE PROPEJtnES 

.. A BUN is rich or poor," says Adant Smith, .. according to the 
degree in which he can afford to enjoy the necessaries, con­
veniences, and amusem~nts of human life." 

Vallie, then, essentially differs from riches, for value depends 
not on abundance, but on the difficulty or facility of production. 
The labour of a million of men in manufactures will always 
produce the same value, but will not always produce the same 
riches. By the invention of machinery, by improvements in 
skill, by a better division of labour, or by the discovery of new 
markets, where more advantageous exchanges may be made, _ 
a million of men may produce double or treble the amount of 
riches, of .. necessaries, conveniences, and amusements," in one 
state of society that they could produce in another, but they· 
will not on that account add anything to value; for everything 
rises or falls in value in proportion to the facility or difficulty 
of producing itl or, in other words, in proportion to the quantity 
of labour employed on its production. Suppose, with a given 
capithl, the labour of a certain number of men produced 1000 

pair of stockings, and that by inventions in machmery the same 
number of men can produce 2000 pair, or that they can continue 
to produce 1000 pair, and can produce besides 500 hats; then 
the value of the 2000 pair of stockings, or of the 1000 pair of 
stockings and 500 hats, will be neither more nor less than that 
of the 1000' pair of stockings before the introduction of machinery; 
for they will be the produce of the same quantity of labour. 
But the value of the general mass of commodities will neverthe­
less ~ diminished; for, although the value of the increased 
quantity produced in consequence of the improvement will be 
the same exactly- as the value would have been of the less 
quantity that would have been produced, had no improvement 
taken place, an effect is also produced on the portion of goods 
still unconsumed, which were manufactured previously to the 
improvement; the value of those goods will be reduced, inas­
much as they must faU to the level, quantity for quantity, of 
the goods produced under all the advantages of the improve-

18~ -
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nent: and~e society will, notwithstanding the increased 
~uantity_ of commodities, notwithstanding its augmented riches, 
LIld its augmented means of enjoyment, have a less amount of 
value, By constantly increasing the facility of production. we 
constantly diminish the ~alue of some of the commodities before 
prodl:ced, though by the same means we not only add to the 
natiollal riches, but also to the power of future production. 
Many of the errors in political economy have lLl'isen from errors 
on this subject, from considering an increase of riches, and an 
incr~e of value, as meaning the same thing, and from un· 
founcied notions as to what constituted a standard measure of 
value.. One man considers money as a standard of value, and 
II nation grows richer or poorer,-according to him, in proportion 
as its commodities of all kinds can exchange for tnQre or less 
money, Others represent money as a very convenient medium 
for the purpose of barter, but not as a proper measure by which 
to estimate the value of other things; the real measure of Vf!lue 
a,'cording to them is com,l and a country is rich or poor accord­
:ng as its commodities wiU excllange for more or less com,· 
There are others again who consider a country rich or -poor 
according to the quantity of labour that it can purchase, But 
why should gold, or com, or labour, be the standard measure of 
value, more than coals or irolil-more than cloth, soap. candles, 
and the other necessities of the labourer?-why, .in short, 
should any t:ommodity, or an commodities together, be the 
standard, when such a standard is itseU SUbject to fluctuations 
in value? Com, as wen as gold, may from difficulty or facility 
of prodtlction vary IO, ltO, or 30 per ~nt. relatively to other 
things; why should we always say that it iJ those other dlings 
which have varied, and not the corn? That commodity is alone 
invariable which at all times requires the same sacrifice of toil 
and labour to produce it. Of such a commodity we have no 
knowledge, but we may hypothetically argue and speak about 
it as if we had; and may improve our knowledge of the science 

• Adam Smith says. .. that the diBerence between the real and lh. 
nonllnal pnee of commoditiell and labour is not a matter of men SpeCula­
tion, but may sometimes be of considerable use in practice." I ~ with 
him; but tbe teal price of labour and eommoditles is no more to be aseer­
taIDed 1>)' tbell" price in goods, Adaln Smith's real measure, than by their 
priee in Bold and silver, his nominal meaSure. The labourer is only paid 
a nally high prn:e for his labour wb .. his ... ~ wiU purchase the produea 
of a great deal of labour. . . 

• In vol. 1. p. 108, M. Say inlen that silver Is now of the same value 
as in the reign of Louis XIV., .. because the same qllantity of silnr wiU 
buy tile __ quantity of cat1I." 
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by ~howing distinctly the a~solute inapplicabil/' of all ~e 
&tandp which have been hitherto adopted. But supposing 
either of these to be a correct standard of value, still it would 
not be a standard of riches, for riches do not depend on "a1l;le. 
A man is rich or poor according to the abundance of necessaries 
and luxuries which he can command; and whether the ex­
changeable value of these for money, for com, or for labour ~ 
high or low, they will equally contribute to the enjoyment of theIr 
possessor. It IS through confounding the ideas of value and 
wealth, or riches, that it has been asserted tha.t by diminilhing 
the quantity of commodities, that is to say, of the necessu-ies, 
conveniences, and enjoyments of human life, riches m~y be 
increased. If value were the measure of riches, this could nU'. 
be denied, because by scarcity the value of commodities is 
raised; but if Adam Smith be correct, if riches consist in neces­
saries and enjoyments, then they cannot be increased by a 
diminution of quantity. 

It is true that the man in possession of a scarce commodity 
is richer, if by means of it he can command more of the neta· 
Baries and enjoyments of human life; but as the general stock 
out of which each man's riches are drawn is diminished in 
quantity by all that any individual takes from it, other men', 
shares must necessarily be reduced in proportion as this favoured 
individual is able to appropriate a greater quantity to himself. 

Let water become Bearce, says Lord Lauderdale, and be 
exclusively possessed by an individual, and you will increase 
his riches, because water wiII then have value; and if wealth 
be the aggregate of individual riches, you will by the same means 
also increase wealth. You undoubtedly wiII increase the riches 
of this individual, but inasmuch IL$ the fanner must sell a part 
of his com, the shoemaker a part of his shoes, and all men give 
up a portion of their possessions for the sole purpose of supplying 
themselves with water, which they before had for nothing, they 
are poorer by the whole quantity of ;:ommodities which they 
are obliged to devote to this purpose, and the proprietor of water 
is benefited precisely by the amount of theIr Joss. The same 
quantity of water, and the same quantity of commodities, are 
enjoyed by the whole society, but they are differently distri­
buted. This is, however, supposing rather a monopoly of water 
than a scarcity of it. If it should be scarce, then the riches of 
the country and of individuals would be actually diminished, 
inasmuch as it would be deprived of a portion of one of its 
enjoyments. The farmer would not only have Jess corn to 
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exchange for the other commodities which might be necessary 
or desirable to him, but he, and every other individual, would 
be abridged in the enjoyment of one of the most essential of 
their comforts. Not only would there be a di1Jerent distribution 
()f riches, but an actual loss of wealth. . 

It may be said, then, of two countries possessing precisely the 
same quantity of all the neces~es and comforts of life, that 
they are equally rich, but the value of their respective riches 
wOllld . depend on the comparative facility or difficulty with 
which they were produced. For if an improved piece of 
machinery should enable us to make two pair of stockings 
instead of one, without additional labour, double the quantity 
would be given in exchange for a yard of cloth. If a similar 
improvement be made in the manufacture of cloth, stockings 
and cloth will exchange in the same proportions as before, but 
they will both have fallen in value; for in exchanging them for 
hats, for gold, or other commodities in ~eneral, twice the former 
quantity must be given. Extend the Improvement to the pro­
duction of gold, and every other commodity, and they'will all 
regain their former proportions. There will be double the 
quantity of commodities annually produced in the country, 
and therefore the wealth of the country will be doubled, but this 
wealth will not have increased in value. 

Although Adam Smith has given the correct description of 
riches which I have more than once noticed, he afterwards 
explains them differently, and says, .. that a man must be rich 
or poor according to the quantity of labour which he can afford 
to purchase." Now, this description di1Jers essentially from 
the other, and is certainly incorrect; for suppose the mines were 
to become more productive, so that gold and silver fell in value, 
from the greater facility of their production; or that velvets 
were to be manufactured with so much less labour than before, 
that they fell £0 half their former value; the riches of all those 
who purchased those commodities would be increased; one 
man might increase the quantity of his plate, another might buy 
double the quantity of velvet; but with the possession of this 
additional plate and velvet, they could employ no more labour 
than before; because, as the exchangeable value of velvet and 
of pl>\te would be lowered, they must part with proportionally 
more of these species of riches to purchase a day's labour. 
Riches, then, cannot be estimated by the quantity of labour 
which they can purchase. 

From -what has been said, it will be seen that the wealth of a 
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country may be increased in two ways: it may be increased by 
employing a greater portion of revenue in the maintenance of 
productive labour, which will not only add to the quantity, but 
to the value of the mass of commodities; or it may be increased I 
without employing any additional quantity of labour, by making 
the same quantity mote productive, which will add to the 
abundance, but not to the value of commodities. 

In the first case, a country would not only become rich, but the 
value of its r4J1es would increase. It would become rich by 
parsimony-by diminishing its expenditure on objects of luxury 
and enjoyment, and employing those savings in reproduction; 

In the second case, there will not necessarily be either any 
diminished expenditure on luxuries and enjoyments, or any 
increased quantity of t>roductive labour employed, but, with 
the same labour, more would be produced; wealth would 
increase, but not value. Of these two modes of increasing 
wealth. the last must be preferred, iince it produces the same 
effect without the privation and diminution of enjoyments 
which can never fail to accompany the first mode. Capital is 
that part of the wealth of a country which is employed with a 
view to future production, and may be increased in the same 
manner as wealth. An additional capital will be equally 
efficacious in the production of future wealth, whether it be 
obtained from improvements in skill and machinery, or from 
using more revenue reproductively; for wealth always depends 
on the quantity of commodities produced, without any regard 
to the facility with which the instruments employed in produc­
tion may have been procured. A certain quantity of clothes 
and provisions will maintain and employ the same number of 
men, and will therefore procure the same quantity of work to 
be done, whether they be produced by the labour of roo or ~oo 
men; but they will be of twice the value if 200 have be'!n 
employed on their production. 

M. Say, notwithstanding the corrections he bas made in the 
fourth and last edition of his work, Trait; d' Ec_ie Politiqw, 
appears to me to have been singularly unfortunate in his defini~ 
tion of riches and value. He considers these two terms as 
synonymous, and that a man is rich in proportion as he increases 
the value of his possessions, and is enabled to command an· 
abundance of commodities. .. The value of incomes is then 
increased," he observes, " if they can procure, it does Dot signify 
by what means, a greater quantity of products." According 
to M. Say, if the di11iculty of producing cloth were to double" 
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and consequently cloth was to exchange for double the quantity 
of the commodities for which it is exchanged before, it would be 
doubled in value, to which I give my fullest assent; but if there 
were any peculiar facility in producing the commodities, and no 
increased difficulty in producing cloth, and cloth should in 
consequence exchange as before for double the quantity of 
commodities, M. Say would still say that cloth had doubled in 
value, whereas, according to my view of the !lubject, he should 
say, that. cloth retained its former value, and those particular 
commodities had fallen to half their former value. Must Dot 
M. Say be inconsistent with himself when he says that, by 
facility of production, two sacks of com may be produced by. 
the same means that one was produced before, and that each 
sack will t11erefore fall to half its former value, and yet maintain 
that the clothier who excllanges his cloth for two sacks of com 
will obtain double the value he before obtained, when he could 
only get one sack in exchange for his cloth. If two sacks be 
of the value that one was of before, he evidently obtains the 
same value and no more-he gets, indeed, double the quantity 
oi riclles~ouble the quantity of utility-<louble the quantity 
oi what Adam Smith calls value in use, but not double the 
quantity of value, and therefort M. Say cannot be right in con­
SIdering value, riches, and utility to be synonymous. Indeed, 
there are many parts of M. Say's work to which I can confidently 
refer in support of the doctrine which I maintain respecting the 
essential difference between value and riches, although it must 
be confessed that there are also various other passages in which 
a contrary doctrine is maintained. These passages I cannot 
reconcile, and I point them out by putting them in opposition 
to each other, that M. Say may, if he should do me the honour 
to notice these observations in any future edition of his work, 
give such explanations of his views as may remove the difficulty 
which many others, as well as myself, feel in OUf endt'/l.Vours to 
expound them. 
~. to the ellchange of two pro. 

duets, we ollly ill fact ellcbange 
tbe producllve servi""" wh .. :b 
ha~ ae:rved to create them. 

p·504 
.I. There I, no real dearness but 

tbat which arises from tbe eost 
of production. A thillg really 
dear is that wbich IlOSlS mIlCh 
in producing. • p. 197 

3. Tbe value of all \he productive 
services that mllst be con-. 

sumed to create • produet 
constitute the cost of produc­
tion of that product • p. 505 

4. It is utility wbich determines 
the demand for a commodIty, 
but it is tbe eost of its pro­
duction which limits tbe ""'tent 
of its demand. Wbea its 
utility does Dot elevate ita 
value to tbe level of tbe cc • bt 
production, the thing is ""f ; 
worth wbat it east; It I!iI ~ '. 
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proof th"t the productive ser­
vices might be employed to 
create a commodity of a 
superior value. Tbe posses­
sors 01 productive funds, that 
Is to say, tbose who have the 
disposal of labour, of capital or 
land, are \,erpetually occupied 
in companng the cost of pro­
duction witll the value of the 
things produced, or, which 
comes to the same thing, In 
comparing the value of dif­
ferent commodities with ea~b 
otber; because the cost of pro­
duction is notbing else but the . 
value of productive services, 
consumed In fotming a pro­
d uction i and the val ue of a 
productive service Is nothing 
else tban the value of the com­
modity, whic:h is the result. 
The va ue of a commodity, the 
value of a productive service, 
the value of the cost of pro­
duction, are all, then, similar 
values, wben everytbing Is left 
to its natural course. 

,. The value of incomes is then 
increased, If tbey can procure 
(it does not signify by wbat 
means) a sreater quantity of 
products. 

6. Price Is tbe measure of the 
value of things, and their value 
Is the measure 01 theU' utility. 

Vol. II, p. 4 
7. Exchanges made fredy show 

at the time, in the place, and 

in the state of sociel y in which 
we are the value which men 
attach to the things ex­
changed • • p. 466 

8. To produce, is to create value, 
by giVIng or increasing the 
utility of a thing, and th~reby 
establishing a demand for it, 
which Is the first cause of It, 
value. • VoL II, p. 4R7 

9. Vtmty being created. con­
stitutes a product. The ell­
Changeable value which results 
is only the measure of thi. 
utility, the measure of the pro­
ductio.Q which bas taken place. 

p. 490 
10. The utility which people 01 • 

particular country find III a 
product can no otherwise be 
appreciated than by the price 
wbich they give for It • p. 502 

II. This price is tbe measure of tho 
utility wbich it has in the 
;ud!l"I1ent of men; of the aati,.. 
faction which they derive from 
consuming it, because they 
would not prefer consuming 
this utilitV. U for the price 
which it cost they could acquire 
• utility which would give 
them more satisfaction. p. s06 

lZ. The quantity of all other com­
modities which a per""" can 
immediately obtain In exchanlte 
for the commodity of whirh be 
wishes to dispose, is at all times 
a value not to be disputed. 

VoL lI,p. 4 

If there is no real dearness but that which arises from cost of 
production (ue 2) how can a commodity be said to rise in value 
(see 5), if its cost of production be not increased? and merely 
because it will exchange for more of a cheap commodity-for 
more of a commodity the cost of production of which has 
diminished? When I give 2000 times more cloth for a pound 
of gold than I give for a ~und of irQn, (ioes it prove that I 
attach 2000 times more utility to gold than I do to iron? cer­
tainly not; it proves only as admitted by M. Say (see 4), that the 
cost of production of gold is 2000 t\mes greater than the cost oJ 
production of iron. If the cost of production of the two metals 
were the same, I should give the same price for them; but if 
utility were the measure of value, it is probable I should give 
m()J'e for the iron. It is the competition of the producers II ~ho 
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are perpetually employed in comparing' the cost of production 
with the value of the thing produced .. (see 4) which regulates 
tile value of differellt commodities. H, then, I give one shilling 
for a loaf, and 2I shillings for a guinea, it is no proof that this in 
my estimation is the comparative measure of their utility. 

In NO.4, M. Say maintains, with scarcely any variation, the 
doctrine which I hold concerning value. In his productive 
services he includes the services rendered by land, capital, and 
labour; in mine I include only capital and labour, and wholly 
exclude land. Our difference proceeds from the different view 
which we take of rent: I always consider it as the result of a 
partial monopoly, never really regulating price, but rather as 
the effect of it. If all rent were relinquished by landlords, I 
am of opinio'll that the commodities produced on the land 
would be no cheaper, because there is always a portion of the 
.ame commodities produced on land for 'which no rent is or 
can be paid, as the surplus produce is only sufficient to pay the 
profits of stock • 

. To conclude, although no one is more disposed than I am to 
estimate highly the advantage which results to all classes of con­
sumers from the real abundance and cheapness of commodities, 
I cannot agree with M. Say in estimating the value of a com­
modity by the abundance of other commodities for which it will 
exchange; I am of the opinion of a very distinguished writer, 
M. Destutt de Tracy, who says that, It To measure anyone thing 
is to compare it with a determinate quantity of that same thing 
which we take for a standard of comparison, for unity. To 
measure, then, to ascertain a length, a weight, a value, is to find 
how many times they contain metres, grammes, francs, in a 
word, unities of the same description." A franc is not a measure 
of value for any thing, but for a quantity of the same metal of 
which francs are made, unless francs, and the thing to be 
measured, can be referred to some other measure which is 
common to both. This, I think, they can be, for they are both 
the result of labour; and, therefore, labour is a common measure, 
by which their real as well as their relative value may be esti­
mated. This also, I am happy to say, appears to be M. Destutt 

'de Tracy's opinion.! He says," As it is certain that our physical 
and moral faculties are alone our original riches, the employment 

~ 'Elerrteru tl'ltktJrogie, W>I. iv. p. 99.-lD this'work M. de Tracy has gi_ 
a useful and an abla treatise 00 the general pnnciples of Political Economy. 
and 1 am sorry to be obhged to add that be 8Uppo~ by his authority, 
tbe deJinitions .. bidl M. Say has Biven of tbe words value;' "riches,' 
aud .. utility." 
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of those faculties, labour. of some kind, is our only original 
treasure, and that it is always from this employment that all 
those things are created which we call riches, those which art 
the most necessary as well as those which are the most purely 
agreeable. It is certain too, that all those things only represent 
the labour which has created them, and if they have a value, o~ 
even two distinct values, they can only derive ~hem from thaS 
of the labour from which they emanate." . : 

M. Say, in speaking of the excellences and imperfections of the 
great worlc of Adam Smith, imputes to him, ~ an error, thAC 
.. he attributes to ~he labour of man alone the power of produc­
ing value. A more correct analysis shows us that value IS owing 
to the action of labour, or rather the industry of man, combined 
with the action of those agents which nature supplie!j, and witil 
that of capital. His ignorance of this principle prevented him 
from establishing the true theory of the influence of machinery 
in the production of rich~s." • 

In contradiction to the opinion of Adam Smith, M. Say, in th~ 
fourth chapter, speaks of the value "'hich is given to comm0-4 
dities by natural agents, such as the sun, the air, the pressur. 
of the atmosphere, etc., which are sometimes Jubstituted for! 
the labour of man, and sometimes concur with him in producing.~ 
But these natural agents, though they add greatly to ValUII in USII, 

never add exchangeable value, of which M. Say is speaking, to 
a commQdity: as soon as by the aid of machinery, or by the 
knowledge of natural philosophy, you oblige natural agentl to 
do the work which was before done by man, the exchangeable 
value of such work falls accordingly. If ten men turned a com 
mill, and it be di&covered that by the. assistance of wind, or of 
water, the labOlt{ of these ten men may be spared, the flour 
which is the produce partly of the work performeJ by the mill, 

1 .. The first mall who knew how to soften metal, by fire is not tbe 
creator o( the value whicb thatJrocess adds to the melted metal. That 
value is the result of tbe physiC action of fire added to the industry and 
cap,ita! of tbose who availed tb~mselves of this knowledge." 

• From this error Smith has drawn this Ialse result. tbat tbe value of all 
productions represents the recent or tornwr I .. bour ot mao. or • • " oils" 
"'Mils, lhaJ Nch .. &'6 IIOth.,,// 61se but /lCc"m"lateJ leb0t4,; /rom which. by IS 
sU01ld fIO ... eq ..... ". eqwalt-y /als~. UlbOIW 1$ IJu .0U fIUaS"'" 0/ ru:hM. or 01 
611# rH.IlJU 0/ p,od,uJJ01I$."--Chap. iv. p. 31. Tbe inference. with which 
M. Say conclude, are his own and not Dr. Smitb's; tbey are correct if 
no distinctioll be made between value and neh",. and in this passa~ 
M. Say mAkes non,,: but thougb Adam Smith. who defined riches to 
consist in the abu,!d .... ee of np~.·.saries. convewence. and enjoyments 01 
human liip. would bave .a1lowed tbat machines and Datural 48euts mi~b' 
VP"'Y gr~atly at1d to tbe rlch6 of a country, h. woul4 ~4 bave alluwed tha' 
tbey .. dd anythillg to tbe ,"I\lue ui til""" rich .... 



Value and Riches 
would immediately fall in value, in proportion to the quantity 
of labour saved; and the society would be richer by the commo­
dities which the labour of the ten men could produce, the funds 
destined for their maintenance being in no degree impaired. 
M. Say constantly oveflooks the essential difference that there 
is between value in use and value in exchange. _ 

M. Say accuse.a Dr. Smith of having ovedooked the value 
which is given to commodities by natural, agents, and by 
machinery, because he ~onsidered that \he value of all things 
Wll.ll derived from the labour of man; but it does not appear 
to me that this charge is made out; for Adam Smith nowhere 
undervalues the services which these natural agents and 
machinery perform for us, but he very justly distinguishes the 
nature of the value which they add to commodities-they are 
serviceable to us, by incrCll.lling the abundance ,of productions, 
by making men richer, by adding to value in use; but as they 
perform their work gratuitously, as nothing is paid for the use 
of air, of heat, and of wa"ter, the -.ssistance which ~y afford us 
adds nothing to value in exchange. 



OIAPTER XXI 

EFFECTS OJ' ACCUl4ULATlON ON PROtrITS AND INTEREST 

FROM: the account which has been given of the profits of stock, it 
will appear that no accumulation of capital will permanently 
lower profits unless there be some permanent cause for the rise 
of wages. If the funds for the maintenance of labour were 
doubled, trebled, or quadrupled, there would not long be any 
difficulty in procuring the requisite number of hands to be 
employed by those funds; but owing to the increasing difficulty 
of making constant additions to the food of the (.ountry, funds 
of the same value would probably not maintain the same 
quantity of labour. If the necessaries of the workman could 
be constantly increased with the same facility, there could be no 
permanent alteration in the rate of profit or wages, to whatever 
amount capital might be accumulated. Adam Smith, however, 
uniformly ascribes the fall of profits to the accumulation of 
capital, and to the competition which wiu result from it, without 
ever adverting to the increasing difficulty of providing food for 
the additional number of labourers which the additionall4lpital 
will employ. .. The increase of stock," he says, .. which raises 
wages, tends to lower profit. When the stocks of many rich 
merchants are turned into the same trade, their mutual com­
petition naturally tends to lower its profit; and when there 
IS a like increase of stock in all the different trades carried on 
in the same society, the same competition must produce the same 
~ffect in all." Adam Smith speaks here of a rise of wages, but 
It is of a temporary rise, proceeding from increased funds before 
the population is Increased; and he does not appear to see that 
at the same time that capital is increased the work to be effected 
by capital is increased in the same proportion. M. Say has, 
however, most satisfactorily shown that there is no amount of 
capital which may not be employed in a country, because a 
demand is only limited by production. No man produces but 
with a view to consume or sell, and he never sells but with an 
intention to purchase some other commodity, which may be 
immediately useful to him, or which may contribute to future 
production. By producing, then, he necessarily becomes either 

192 
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the consumer of his own goods, or the purchaser and consumer 
Df the goods of some other person. ·It is not to be supposed 
that he should, for any length of time, be ill-informed of the com­
modities which he can most advantageously produce, to attain 
the object which he has in view, namely, the possession of other 
goods; and, therefore, it is not probable that he will continually 
produce a commodity for which there is no demand.1 

There cannot, 'then, be accumulated in a country any amount 
of capital which .cannot be employed productively until wages 
rise so higli in consequence of the rise of necessaries, and so little 
consequently remains for the profits-of stock, that the motive 
for accumulation ceases.' ·While the profits of stock are higb, 
men will have a motive to accumulate. Whilst a man has any 
wished-for gratification unsupplied, he will have a demand for 
more commodities; and it will be an effectual demand while 
he has any new value to offer in exchange. for them. If ten 
thousand pounds were given to a man having £100,000 per 
annum, he would not lock it up in a chest, but would either 
increase his expenses by £10,000, employ it himself productively, 
or lend it to some other person for that purpose; in either case, 
demand would be increased, although it would be for different 
objects. If .he increased his expenses, his effectual demand 
might probably be for buildings, furniture, or some such enjoy­
ment. If he employed his £10,000 productively, his effectual 
demand would be for food, clothing, and raw, material, which 
might set new labourers to work; but still it would be demand.-

'Adam Smith speaks of Holland as aJJordlng an Instance of the fall of 
profits trom the aecumulatlon of capital, and from every employment 
betng eonsequ6lltly ov .... charged. .. The government tbere burrow at 
• per CleI\t., and private pe<>ple of good credit at 3 per cent." But it 
should be remelD bere<! that Holland was obliged to import almost all the 
corn which abe consumed. and by imposing beavy taxes on tbe noeessaries 
of the labourer sbe further raised tbe .. ages of labour. These facts will 
suilici"ntly aeoount for tbe low rate of profIts and interest in Holland. 

I Is the following qulte consistent ",lh M. Say's principle? .. Tbe more 
disposable capitals are abundant in proportion to tbe extent of pmp\oy­
ment tor them, the raore W1l1tbe rate of IDlerest on loans of capital faU."­
Vol. ii. p. 10&. If capital to any ettenl can be employed by a country, 
bow can it be said to be abunda.ot, eompared with the ettent of employ. 
ment lor It 1 

• Adam Smith says Ibat,." Whea tbit produce of any particular branch 
of industry e10eeds wbat tbe demand of tbe country requires, tbe s1UJ?lus 
must be sent abroad, and exchanged for something for wbich there IS .. 
dp.mand at bomo. Wl/Iooul • ...". UP __ • • "..." o/IM f>rod-v. ~ 
of tAl -..h'y .... &I uas" .,.Q llu ""I_ 0/ Us -.u prothlu 41 ...... 18' The 
land and labour of Great Britain produce ~eraUy more com woollens, 
and hardware than the demand of the home market requtres. Tbe surplus 
parI of Ib,,1ll. therefore, must be sent abroad, and e1changed for sometbing 
foX' wllich then: is • clemaucl at bame. 11 is 001,. by means of such expurta-
• N 590 
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Productions are always bought by productions, or by .ervic('$; 

inoney is only the medium by which the exchangt: is et1t'Cted. 
Too much of & particular commodity may be produced, of which 
there may be such a glut in the market as not to repay the 
capital expended on it; but this cannot be the case with rr.spect 
to all commodities; the demand for corn is limited by the mlJuths 
which are to eat it, for shoes and coats by the persons who are 
to wear them; but though a community, or a part of a com· 
munity, may have as much corn, and as many hats and shr~ 
as it is able, or may wish to consume, the same cannot be said 
of every commodity produced by l1ature or by art. Some 
would consume more wine if they had the ability to procure it. 
Others, having enough of 'fIme, would wish to incrca~e the 
quantity or improve the quality of their furniture. Others 
might wish to ornament their grounds, or to enla~e their houses. 
The wish to do all or some of these is implanted In every man's 
breast; nothing is required but the means, and nothing can 
afford the meanS but an increase of production. If I had food 
and necessaries at my disposal; I should not be long in want of 
workmen who would put me in possession of some of the objccu 
most useful or most desirable to me. 

Whether these increased produttions and the consequent 
demand which they occasion shall or shall not lower profits, 
depends solely on the rise of wages; and the rise of wages, except­
ing for a limited period, on the facility of producing the food 
and necessaries of the labourer. I say excepting for a limited 
period, because no point is better established, than that the 
supply of labourers will always ultimately be in proportion to 
the means of supporting them. 

There is only one case, and that will be temporary, in which 
the accumulation of capital with iI. low price of food may t.e 
attended with a fall of profits; and that is when the funds for 
the maintenance of labour increase much more rapidly than 
tion that this surplu$ can acquire a value sufficient to eompensate lb­
labour and expense of producing it." One would be led to think by tbe 
abow passage tbat Adam Smith concluded we were und« ~e neces<;lty 
of producing a surplus of com, woollen goods, and baroiware, and that tbe 
capItal which produced them could not be otbe!'Wlse employed. It is, 
bowever. always a matter of choice ill what way a capnal sball be ('I)Jployed, 
and ther~fore tbere can never tor any length of bme be a surplus of a1!Y 
commodity; for if there were, it would fall below its natural priee, and 
capital would be removed to some more profitable employment. No 
writer has more satisfactorily and ably shown tban Dr. Smith tbe tend"ncy 
of capital to move from employments in wbich the goods produced do nOI 
n-pay by their pri .... tbe whole f'xpenscs, includin!( tm. ordinary proUts, of 
produeing and brwginll them to m ..... k ... t.-Se" chap. s. book j. 
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populationj-wages will then be high and proflts low. If every 
man were to forego the use of luxuries, and be intent only on 
accumulation, a quantity of necessaries might be produced 
for which there could riot be any immediate consumption. Of 
commodities so limited in number there might undoubtedly be 
" universal glut, and consequently there might neither be 
demand fOf an additional quantity of such commodities nor 
profits oil the employment of more capital. If men ceased to 
consume, they would cease to produce. This admission does 
not impugn the general principle. In such a country as England, 
for example, it is difficult to suppose that there can be any 
disposition to devote the whole capital and labour of the country 
to the production of necessaries only. 

When merchants engage their capitals in foreIgn trade, or in 
the carrying trade, it is always from choice and never from 
necessity: it is because in that trade their profits will be some­
what greater than in the home trade. 

Adam Smith has justly observed "'that the desire of food is 
limited in every man by the narrow capacity, of the human 
stomach, but the desire of the tonveniences and ornaments of 
building, dress, equipage, aM hOusehold furniture seems to 
have no limit or certain boundary." Nature, then, has neces­
sarily limited the amount of capital which call at anyone time 
be profitably engaged in a~iculture, but she has placed no 
limits to the amount of caPital that may be employed in pro­
curing .. the conveniences and ornaments" of life. To procure 
these gratifications in the greatest abundance is the object in 
view, and it is only because foreign trade, or the carrying trade, 
will accomplish it better, that men engage in them in preference 
to manufacturing the commodities required, or a substitute for 
them, at home. If, however, from peculiar circumstances, we 
were precluded from engaging capital in foreign trade, or in the 
carrymg trade, we should, though with less advantage, employ 
it at homej and while there is no limit to the desire of .. con­
veniences, ornaments of building, dress, equipage, and house­
hold furniture," there can be no limit to the capital that may be 
employed in procuring them, except that which bounds our' 
power to maintam the workmen who are to produce them. 

Adam Smith, however, speaks of the carrying trade as one 
not of choice, but of necessityj as if the capital engaged in it 
would be inert if not so employed, as if the capital in the home 
trade could overflow if not confined to a limited amount. He 
!mys, .. when the tapital stock o{ any country is increased to 
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such a degree tAat it cannot be all nnployed in supplyinC till 
ctmsumption, and supplWting the pToductiv6 labour of that pa,­
titular cOlmtry, the surplus part of it naturally disgorges itseU 
into the carrying trade, and is employed in performing the same 
offices to other countries." 

.. About ninety-six thousand hogheads of tobacco are annually 
purchased with a part of the surplus produce of British 
Industry. But the demand of Great Britam does not require, 
perhaps, more than fourteen thousand. If the remaming 
eighty-two thousand, therefore, could not be sent abroad and 
exchangedfor something more in demand at home, the importation 
of them would cease immediately, and with it the prOdUC#V6 
labour of all the inhabitants oj Great Britain '111M are at prese·"t 
employed in preparing the goods with which these eighty-two 
thousand hogsheads are annually purchased." But could not 
this 'portion of the productive labour of Great Britain be em­
ployed in preparing some other sort of goods, with which some­
thing more in demand at home lJlight be purchased? And if 
it could not, might we not employ this productive labour, 
though with less advantage, in making those goods in demand at 
home, or at least some substitute for them? If we wanted 
velvets, might we not attempt to make velvets; and if we 
could not succeed, might we not make more cloth, or some other 
object desirable to us? 
. We manufacture commodities, and with them buy goods 
abroad, because we can obtain a greater quantity than we 
could make at home. Deprive us of this trade, and we imme­
diately manufacture again for ourselves. But this opinion of 
Adam Smith is at variance with all his general doctrines on this 
subject. co If a foreign country can supply us with a commodity 
cheaper than we ourselves can make it, better buy it of them 
with some llart of the produce of pur own industry, employed 
in a way m which we have some advantage. TkI general 
industry of the country, being always in proportion to the capital 
which nnploys it, will not thereby be diminished, but only left 
to find out the way in which it can be employed with the greatest 
advantage." 

Again. .. Those, therefore, who have the comnland of more 
food than they themselves can consume, are always willing to 
exchange the surplus, or, what is the same thing, the" price of 
it, for gratifications of another kind. What is over and above 
"~atisfying the limited desire is given for the amusement of those 
desires which cannot be sati~fied, but seem to be altogether 
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endless. The poor, in order to obtain food, exert themselves 
to gratify those fancies of, the rich; and to obtain it more 
certainly, they vie with one another in the cheapness and 
perfection of their work. The number of workmen inC11'ASes 
with the increasing quantity of food, or with the growing 
improvement and cultivation of the lands; and as the nature 
of their business admits of the ~tmost subdivisions of labours, 
the quantity of lnaterials which they can work up increases in 
a much greater proportion than their numbers. Hence arises 
a demand for every sort of material which human invention 
can employ, either usefully or ornamentally, in building, dress, 
equipage, or household furniture; for the fossils and minerals 
contained in the bowels of the earth, the precious metals, and 
the precious stones." 

It follows, then, from these admissions, that there is no limit 
to demand-no limit to the employment of capital while it 
yields any profit, and that, however abundant capital may 
become, there is no other adequate reason for a fall of profit 
but a rise of wages, and further, it may be added that the only 
adequate and permanent cause for the rise of wages is the 
increasing difficulty of providing food and necessaries for the 
increasing number of workmen. 

Adam Smith has justly observed that it is extremely difficult 
to determine the rate of the ~rofits of stock. .. Profit is so 
fluctuating that even in a particular trade, and much more in 
trades in general, it would be difficult to state the average rate 
of it. To judge of what it may have been formerly, or in 
remote periods of time, with any degree of precision, must be 
altogether impossible." Yet since it is evident that much. will 
be given for the use of money when much can be made by it, 
he suggests that " the market rate of interest will lead us to 
form lome notion of the rate of profits, and the history of the 
progress of interest afford us that of the progress of profits." 
Undoubtedly, if the market rate of interest could be accurately 
known for any considerable period, we should have a tolerably 
correct criterion by which to estimate the progress of profits. 

But in all countries, from mistaken notions of policy, the . 
state has interfered to prevent a fair and free market rate of 
interest by imposing heavy and ruinous penalties on aU those 
who shall take more than the rate fixed by Jaw. In all countries 
probably these Jaws are evaded, but records give us little infor- ' 
mation on this head, and point out rather the legal and fixed 
rate ~ the market rate of interest. During the present .war, 
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Exchequer and Navy Billa have been frequently at 10 high a 
disCDUnt as to afford the purchasers of them 7, 8 per cent., or 
a greater rate of interest for their money. Loans have been 
raised by government at 8.11 interest exceeding 6 per cent., and 
individuala have been frequently obliged, by indirect means, 
to pay more tha.a 10 per cent. for the interest of money; yet 
during this same perwd the legal rate of interest has been 
uniformly at 5 per cent. Little dependence for information, 
then, can be placed on that which is the fixed and legal rate of 
interest, when we find it may differ so considerably from the 
m",ket rate. Adam Smith informs Ull that from the 37th of 
Henry VIII. Ul llIst of James I., 10 per cent. continued to 
be the legal rate of interest. Soon after the restoration, i( was 

'reduced to 6 per cent., and by the 12th of Anne to 5 per q:nt. 
He thinks the legal rate followed, an4 did not precede, the market 
rate of interest. Before the American war, government borrowed 
at 3 pl!r cent., and the people of credit in the capital and in 
many ot.her partl (It the kingdom at 3~, 4, and 41 per cent. 

The rate of interest, though ultimately and permanently 
governed by the rate of profit, is, howev,er, subject to temporary 
v~rjatjuns from- other causes. With every fluctuation in the 
quantity and value of money, th.e prices of commodities naturally 
vary. They vary also, as we have already shown, (rom the 
alteration in the proportion of supply to demand, although 
there should not be either greater fllcility or difflCulty of produc­
tion. When the market prices of goods fall from 8.11 abundant 
supply, from a diminished demand, or from a rise in the value 
of money, a manufacturer naturall}f accumulates an unusual 
quantity of finished goods, being unwilling to sell them at very 
depressed prices. To meet his ordinary payments, for which 
he used to depend on the sale of his goods, he now endeavours 
to borrow On credit, and is often obliged to give an increased 
rate of interest. This, however, is but of temporary duration; 
for either the manufacturer's expectations were well grounded, 
8.I1d the market price of his commodities rises, or he discovers 
that there is a perman~ntly diminisbed' demand, and he no 
longer resists the CDUrse of affairs: prices fall, 8.I1d money and 
in~erest regain their real value. If, by the discovery of a new. 
mme, .. by the abuses ol banking, or by any other (:&usc, the 
quantIty of maney be greatly increased, its ultimate effect is to 
raise the prices of commodities in proportion to the increased 
qUi.!'tity ~f money; but .there i. probably always an interval 
dunng which SQme ellect IS produced on the rate of interest. 
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The price of funded property is not a steady criterion by 

which to judge of the rate of interest. In time of war, the stock 
market is so loaded by the continual loans of government that 
the price of stock has not time to settle at its fair level before 
a new operation of funding takes place, Of it is affected by 
anticipation of political events. In time of peace, on the 
contrary, the operations of the sinking fund, the unwillingness 
which a particular class of persons feel to divert their funds to 
any other employment than that to which they have been 
accustomed, which they think secure, and ill which tli.eir divi­
dends are paid with the utmost regularity, elevates the price of 
stock, and consequently depresses the rate of interest on these 
securities below the general market ·rate. It is observable, 
too, that for different securities government pays very different 
rates of interest. Whilst [100 capital in 5 per cent. stock is 
selling for £95, an exchequer bill of {,Ioo will be sometimes 
selling for [Ioo SS., for which exchequer bill no more interest 
will be annually paid than [4 lIS. 3d.: one of these securities 
pays to a purchaser, at the above prices, an inrerest of more 
than 51 per cent., the other but little more than 41; a certain 
quantity of these exchequer bills is required as a safe and market­
able investment for bankers; if they were increased much 
beyond this demand they would probably be as much depre­
ciated as the 5 per cent. stock. A stock paying 3 per cent. 
per annum will always sell at a proportionally greater .,price 
than stock paying 5 per cent., for the capital debt of neither 
can be discharged but at par, or [100 money for boo stock. 
The market rate of interest may fall to 4 per cent., and govern­
ment would then pay the holder of 5 per cent. stock at par, unless 
he consented to take 4 per cent. on some diminished rate of 
interest under 5 per cent.: they would have 110 advantage from 
so paying the holder of 3 per cent. stock till the market rate of 
interest had fallen below 3 per cent. per annum. To .pay the 

. interest on the national debt large sums of money are with­
drawn from circulation four times in the year for a few days. 
These demands for money being only temporary seldom affect 
prices; they are generally surmounted by the payment of a 
large rate of interest.1 . 

I" All kinds of public loan .. " obsen-es M. Say, .. are attended with the 
lneonvenienee of withdrawing caPItal, or partions of capital, from pm­
ducti..e employments, to devote them to consumption; and .. ben they 
take place in a country, the gowno ... ..., of ... "u/o tIoes _ .... pir. ... .. <11 
etJftfidnlu, tbey have the furtber inconvenience of raising tbe interest of 
,,",pital. "Who would IMd at , ~ ""'t. per IUIIlWll to agrklllture. tel 
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manufacturers, and to commerce, when a borTower may be found n.adl' to 
pay an interest of '1 or II per cent.? That sort of income whIch is called 
profit of stock would rise then at the expense of the consumer. Con­
sumption would be reduced by the rise in the price of produce; and the 
other productive services would be less in demand, less well paid. The 
whole natioD\,..capitalists excepted, 1IrOuld be tbe sulJerers from IUch a state 
of things." ~ 0 the question, .. wbo would lend money to farmers, manu­
facturers, and merchants, at S per cent. f,er annum, when another borrow .... 
baving little credit, would give '1 or 8 i ' I reply, that every prudent and 
reasonable man would. Because the rate of interest is ,. or 8 per Clent. 
tbere where the lender runs extraordinary risk is this an y reason that it 
should be equally high in those places where they are secured from such 
risks 1 M. Say allows that tbe rate of interest depends on tbe rate of 
profits; but it does not therefore follow tbat tbe rate of profits depends 
on tbe rate of interest. One is the canse, tbe other the eBed, and it is 
impossible f!l&" any circumstances to make them change places. 



CIIAPTER XXII 

BOUNTIES ON EXPORTATION, AND PROBlBmONS or 
IMPORTAT~ON 

A BOUNTY" on the exportation of corn tends to lower its price to 
the foreign consumer, but it has no permanent effect on its 
price in the bome market. 

Suppose that to afford the usual and general profits of stock; 
the pTice of corn should in England be £4 per quarter; it could 
not then be exported to foreign C'Ountries where it sold for £3 ISS. 
per quarter. But if a bounty of lOS. per quarter were given on 
exportation, it could be sold in the foreign market at £3 lOS., 

and consequently the same profit would be afforded to the corn 
grower whether he sold it at {.j lOS. in the fo~ign or at £4 in 
the home market. 

A bounty then, which should lower the price of British com 
in the foreign country below the cost of producing com in that 
country, would naturally extend the demand for British! and 
diminish the demand for their own corn. This extension of 
demand for British corn could not fail to raise its price for a time 
in the home market, and during that time to prevent also its 
falling so low in the foreign market as the bounty has a tendency 
to effect. But the causes which would thus operate on the 
market price of com in England would produce no effect what­
ever on its natural price, or its real cost of production. To 
grow corn .would neither require more labour nor more capital, 
and, consequently, if the profits of the farmer's stock were before 
only equal to the profits of the stock of other traders, they will, 
after the rise of price, be considerably ahove them. By raising 
the profits of the farmer's stock, the bounty will operate as an 
encouragement to agriculture, and capital will be withdrawn 
from manufactures to be employed on the land till the enlarged 
demand for the foreign market has been supplied, when the price 
of com win again fall in the home market to its natural and 
necessary price, and profits will be again at their ordinary and 
accustomed level. The increased supply of grain operating 
on the foreign market will also lower its price in the country to 
which it is exported, and will thereby restrict ~e profits of the 
exporter ~ the lowest rate at which he can afford to- trade. 

201 
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. The ultimate effect then of a bounty on the exportation of 

corn is not to raise or to lower the price in the home market, but 
to lower the price of corn to the foreign consumer-to the whole 
extent of the bounty, if the price of com had not before been 
lower in the foreign than in the home market-and in a less 
degree if the price iI). tqe Jlome bad been above the price in the 
foreign market. 

A writer in the fifth volume of the Edinburgh Review, on the 
subject of a bounty oq tIle ~portatioq of com, h¥ very clearly 
pointed put ~ts effects op the foreign apd home demand. He 
has also justly remarked that it would npt fa~ tQ give epcourage­
ment to agrij:ulture in t~e exporting ~ountry; but he appears 
to have imbibed the common ~rror which ltas misled pro Smith. 
and, I be1ieye, mO$t other writers o~ tilis subject. He sup­
poses, beca)lse tQe price of com uItimlj.q:I)l' regula~ wages, 
that therefore it will regulate the price pf ~l other commodities. 
He says that the bounty~ .. by raising the profits ~f farming, 
will operate as an encoull+gement to pusbandry; by raising the 
price of corn to the consumers at home it will diminish for the 
time their pO'Yer of purchasing this necessary of life, and thus 
abridge their real welj.tth. It is evident, however, that this last 
efIectJIlust be temporary: the wages of the labouring consumers 
had been adjqsted before by competition, and the same principle 
will adjust them again to the same rate, by raising the money 
price of labour, and through tMt, of other annmodities, to the 
money price of forn. The bounty upon exportation, therefore, 
will ultimately raise the money p.ice of com in the home market; 
not directly, qowever, hut through the mediuIIl of an extended 
demand in ~e foreign mllrket, and a conseqllent enhancement 
of the real price at home: and this ris, of 1M 1IUJ1IeY pria, when 
it has one, been communicated fa other commodities, fLIilJ. "/ coW'se 
becomeped." 

If, however, I have succeeded in showing that it is not the rise 
in the mon~y wages of labour which raises the price of commo­
dities, bJ1~ that !iuch rise always affects profits, it will follow 
that the pri~ of commo4ities would not rise m consequence 
ilf a boun~y. . '. 

But It te~porary rise in the price of com, produ~ by an 
increased demand from abroad, would have QO effect op the" 
money price pf labour. The rise of com is occasioned by It 
competition for ~at supply which was before exclusively 
appropriated to ¢e home Juarket. Dy raisin~ profits, additional 
capital is erpploYe9 in agriculture, and the JDc.reased sppply is 
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I obtained; but till it be obtained, the high price is absolutely 
necessary to proportion the consumption to the supply, which 
would be counteracted by a rise of wages. The rise of com is 
the consequence of its scarcity, and is the means by which the 
demand of the home purchasers is diminished. U wages were 
increased, the competition would increase, and a further rise 
of the price of com would become necessary. In this account 
of the effects of a bounty nothlng has been supposed to occur 
to raise the natural price of com, by which its market price is 
ultimately governed; for it has not been supposed that any 
additional labour would be required on the land to insure a given 
production, and this alone can raise its natural price. U the 
natural price of cloth were 20S. per yard, a great increase in the 
foreign demand might raise the price to 25s., or more, but the 
profits which would then be made by the clothier would not fail 
to attract capital in that direction, and although the demand 
should be doubled, trebled, or quadrupled, the supply would 
ultimately be obtained, and cloth would fall to its natural price 
of :lOS. SO, in the supply of corn, although we should export 
200,000, 300,000, or 800,000 quarters annually) it would ulti­
mately be produced at its natural price, which never varies, 
unlesii a different quantity of labour becomes neceSSAl3' to 
production. . 

Perhaps in no part of Adam Smith's justly ctlebrated work 
are his conclusions more liable to objection than in the chapter 
on bounties. In the first place, he speaks of com 'as of a com­
modity of which the production cannot be increased in conse­
quence of a bounty on exportation j he supposes invariably 
that it acts only on the quantity actually produced, and is no 
stimulus to farther production. .. In years of plenty," he ~ys, 
co by of.:casioning ~ extraordinary exportation, it necessarily 
keeps up the price of com in the home market above what it 
would naturally fall to. In years of scarcity, though the bounty 
is frequently sus{n:nded, yet the great exportation which it 
occasions in years of plenty must frequently hinder, more or 
less, the plenty of one year from relieving the scarcity of another. 
Both in the years of plenty and in years of scarcity, therefore, 
the bounty necessarily tends to raise the money price of com 
somewhat higher thlUl it otherwise would be in the home 
market." • 

J In 8Ilother place he says. that .. whate""" e"tensiao of the foreign 
market eaJl be oeeasioned by the bounty must, In every parbeutar year, be 
altogether at the exr- of tl!e bome market, as every bushel of corn wlueb 
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Adam Smith appears to have been fully aware that the 

correctness of his argument entirely depended on the fact 
whether the increase" of the money price of corn, by rendering 
that commodity more profitable to the farmer, would not 
necessarily encourage its production." 

" I answer," he says, .. that this might be the case if the effect 
of the bounty was to raise the real price of com, or to enable the 
farmer, with an equal quantity of it, to maintain a ~eater 
number of labourers in the same manner, whether liberal, 
moderate, or scanty, as other labourers are commonly main­
tained in his neighbourhood." 

If nothin~ were consumed by the labourer but com, and if the 
portion which he received was the very lowest which his sus­
tenance required, there might be some ground for supposing 
that the quantity paid to the labourer could, under no Clrcwn­
stances, be reduced-but the money wages of labour some­
times do not rise at all, and never rise in proportion to the rise 
in the money price of com, because com, though an important 
part, is only a part of the consumption of the labourer. If hall 
his wages were expended on com, and the other half on soap, 
candles, fuel, tea, sugar, clothing, etc., commodities on which 
no rise is supposed to take place, it is evident that he would be 
quite as well paid with a bushel and a half of wheat when it 
was 165. a bushel, as he was with two bushels when the price 
was 8$. per bushel; or with 245. in money as he was before with 
165. His wages would rise only 50 per cent. though com rose 
100 per cent.; and, consequently, there would be sufficient 
motive to divert more capital to the land if profits on other 
is exported by means of the bounty and which would Dot have heeD 
exported .. ithout the bounty, .. auld "ave remained in the boule market 
to increase the coDsumption and to lower tbe price of that commodity. 
The com bounty. it is to be observed, as woe" as every otb« bounty upon 
exportation, imposes two dilJerent taxe!! upon the people:-fIrst, the tas 
which tbey.are obh~ to contnbute in order to pay tbe bounty; and, 
secondly. the tax which arises from the advaneed price of the commodity 
in the home market, and wbich, as the ",hole body of the people are 
purchasen of corn, must, in this particular commodity, be plUd by tbe 
.. bole body of tbe people. In this particular commodity. tberef""" thIS 
secood tax is by much tbe beavlest 01 the two." .. FIX every fi~ shiiling5, 
therefore, .. hich they contribute to the payment of tbe lint tax, tbey mu~t 
""ntnbute six pounds four shtllinRS to the payment oi the _d." .. The 
extraordioary exportation of eon. therefore. oecuioned by the boWlt"~ 
Dot only in e\..,,;y particular ye..r ~shes the home just as much as 1t 
extends tbe foreign market and consumption; but, by restralDing the 
population and industry of the country. its final teo.m.cy is to stunt and 
restrain tbe @Tadual extension of tho home market. and thereby. in the 
long run, rather to dimwisb thaa to ausmeat the .. bole market qc1 
consumption of com." . . . 
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:fades continued the same as before. But such a rise of wages 
would also induce manufacturers to withdraw their capitals 
/rom manufactures to employ them on the land; for, whilst the 
Farmer increased the price of his commodity 100 per cent. and 
bis wages only 50 per cent., the manufacturer would be obliged 
also to raise wages 50 per cent., whilst he had no compensation 
whatever in the rise of his manufactured commodity for this 
increased <;harge of production; capital woul4 consequently 
flow from manufactures to agriculture, till the supply would 
again lower the price of com to .8$. per bushel and wages to 
16$. per week; when the manufacturer would obtain the same 
profits as the farmer, and the tide of capital would cease to set 
In either direction. This is, in fact, the mode in which the 
cultivation of com is always extended, and the increased wants 
of the market supplied. The funds for the maintenance of 
labour increase, and wages are raised. The comfortable situation 
of the labourer induces him to marry-popUlation increases, and 
the demand for com raises its price relatively to pther things­
more capital is profitably employed on agriculture, and continues 
to Bow towards it, till the supply is equal to the demand, when 
the price again falls, and agricultural and manufacturing profits 
are again brought to a level. 

But whether wages were stationary after the rise in the price 
of com, or advanced moderately or enormously, is of no import­
ance to this question, for wages are paid by the manufacturer 
as well as by the farmer, and, therefore, in this respect they 
must be equally affected by' a rise in the price of com. But 
they are unequally affected in their profits, inasmuch as the 
farmer sells his commodity at an advanced price, while the 
manufacturer sells.his for the same price as before. It is, how­
ever, the inequality of profit which is always the inducement 
to remove capital from one employment' to another; and. 
therefore, more corn would be produced, and fewer commodities 
manufactured. Manufactures would not rise, because fewer 
would be manufactured, for a supply of them would be obtained 
in exchange for the exported com. 

A bounty, if it raises the price of com, either raises it in com­
parison with the price of other commodities or it does not. If 
the affirmative be true, it is impossible to deny the greater 
profits of the farmer, and the temptation to the removal of 
capital till its price is again lowered by an abundlP,lt supply. 
If it does not raise it in comparison with other commodities, 
where is the injury to the home consume .. beyond the incon-
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venience of paying the tax? If the manufacturer pays a greater 
price for his corn, he is compensated by the greater price at 
which he sells his commodity, with which his corn is ultimately 
purchased. 

The error of Adam Smith proceeds precisely from the same 
source /lJ that of the writer in the Edinburgh RnJinIJ; fur they 
both think" that the money price of Corn regulates that of all 
other home-made commodities." 1 .. It regulates," says Adam 
Smith, " the money price of labour, which must always be such 
itS to enable the labourer to purchase a quantity of corn sufficient 
to maintain him and his family, either in the liberal, moderate, 
or scanty manRer, in which the advancing, stationary, or 
declining circu..tIllltances of the society oblige l).is employers to 
maintain him. By regulating the money price of aU the other 
parts of the rude produce of land, it regulates that of the 
materials of ahrtost all manufactures. By regulating the money 
price of labour; it regulates that of manufacturing art and 
industry; and by regUlating both, 'it regulates that of the 
complete manufacture. The mOney priee of lahOU1, and 9f 
ey,et-ything that is the produce either of land 0' lahou,., mugl I'I'ClS­
sariiy rise 0,. fall in propol'tion to the money price of torn." 

This opimon of Adam Smith I have before attempted to 
refute. In considering a rise in the price of commodities as a 
necessary consequence of a rise in the price of corn, he reasons 
as though there were DO other fund from which the increased 
charge could be paid. He has wholly neglected the considera­
tion of profits, the diminution of which forms that fund, without 
raising the price of commodities. If this opinion of Dr. Smith 
were weU founded, profits could never really fall, whatever 
accumulation of capital there might be. If, when wages rose, 
the farmer could raise the price of his corn, and the clothier, t.'le 
hatter, the shoemaker, and every other manufacturer could also 
raise the price of their goods in proportion to the advance, 
although estimated in money they might be aU raised, they 
would continue to bear the same value relatively to each other. 
Each of these trades could command the same quantity as beforE 
of the goods of the others, which, since it is goods, and n01 
money. v.hich constitute wealth, is the only circumstance that 
could be of importance to them; and the whole rise in the priC{; 
of raw produce and of goods would be injurious to no other 
persons but to those whose property consisted of gold and silver, 
or whose annual income was paid in a contributed quantity 

'The same opinion is h .. 1J by M. Say.-Vol. iI. p. ;3$. 
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Ilf thdse metals, ",hellier in the form of bullion or of money. 
Suppose the use of money to be wholly laid aside, and all trade 
to be carried on by barter. Under such c:ircumstances, could 
tom rise in exchahgeable value with other things? If it could, 
then it is riot true that the value of com regulates the value of 
all other commodities; for to do that, it should not vary in 
relative value to them. If it could not, then it must be main­
tained that whether com be obtained on rich or on poor land, 
with much labour or with little, with the aid of machinery or 
without, it would always exchange for an equal quantity of all 
other commodities. 

I eanndt, however, but remark that though Adam Smith's 
general doctrines correspond with this which I have just quoted, 
yet in one part of his work he appears to have given a correct 
accotlnt of the nature of value. .. The proportion between the 
value of gold and Silver, and that of goods of any other kind, 
DEPENDS IN ALL CASES," he says, .. upon tht proportion IJetwem 
the quantity oj labou" r!vhiclt is necessary ill ordtl' /0 bring 4 tertain 
quantity of gold and tiWIf1 to markel, and thai 'Which is necessary 
10 bring thitlttl' a ttl'lain quantity of any othtl' sort of goods." 
DOd he not hete fully acknowledge, that if any increase takes 
place in the quantity of labour required to bring one sort of 
goods to market, whilst ho such increase takes place in bringing 
another sort thither, the first sort will rise in relative value? 
If no more labour than before be required to bring either cloth 
or gold to market, they \Viii not vary in relative value, but if 
more labour be tequired to bring corn and shoes to hlarket, will 
not com and shoes rise in value relatIVely to clotH and money 
made of gold? . 

Adam Smith agahl considers that the effect of the bourtty is to 
cause a partial degradll.tinn in the value of mllney. .. That 
degradation," says he, .. in the value of silver which is the 
effect of the fettility of the mines, and which opetates equally, 
or very Itearly equally, through the greater part III the com­
mercial world, is a matter of very little consequence to any 
particular tountry. The consequen~ rise of all money prices, 
though it does not make those who receive them really richer, 
does Mt make! them really poorer. A service of plate becomes 
really cliellper, Ilnd everything else remains precisely of the 
same real value all before." This observation is most correct . 

.. But that degradation in the value of silver, which, being the 
effect either of the peculiar situation or of the political institu­
tions of a particular country, takes place only III that country, 
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is a matter of very great consequence, which, far from tending 
to make anybody really richer, tends to make-everybody really 
poorer. The rise in the money price of all commodities, which 
is in this case peculiar to that country, tends to discourage more 
or less every sort of industry which is carried on within it, and 
to enable foreign nations, by furnishing almost all sorts of goods 
for a smaller quantity of silver than its own workmen can afford 
to do, to undersell them, not only in the foreign, but even in the 
home market." 

I have elsewhere attempted to show that a partial degradation 
in the value of money, which shall affect both agricultural 
prod!1de and manufactured commodities, cannot possibly be 
permanent. To say that money is partially de~aded, in this 
sense, is to say that all commodities are at a hlgh price; but 
while gold and silver are at liberty to make purchases in the 
cheapest market, they will be exported for the cheaper goods 
of other countries, and the reduction of their quantity will 
increase their value at home j commodities will regain their 
usual level, and those fitted for foreign markets will be exported 
as before. -

A bounty, therefore, cannot, I think, be objected to on this 
ground. 

If, then, a bounty raises the p'rice of com in comparison with 
all other things, the farmer will be benefited, and more land 
will be cultivated; but if the bounty do not raise the value of 
com relatively to other things then no other inconvenience 
will attend it than that of paying the bounty; one which I 
neither wish to conceal nor underrate. 

Dr. Smith states that "by establishing high duties on the 
importation, and bounties on the exportation of com, the 
country gentlemen seemed to have imitated the conduct of the 
manufacturers."- By the same means, both had endeavoured to 
raise the value of their commodities .... They did not, perhaps, 
attend to the great and essential difference which nature has 
established between com and almost every other sort of goods. 
When by either of the above means you enable our manufao­
turers to sell their goods for somewhat a better price than ther. 
otherwise could get for them, you raise not only the nomina, 
but the teal price of those goods. You increase not only the 
nominal, but the real profit, the real wealth and revenue of those 
manufacturers - you really encourage those manufacturers. 
But when, by the like institution!!, you raise the nominal or 
money price of com, you do not raise its real value, you do not 
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ilncrease tbe real wealih of our farmers or ,country gentlemen, 
),ou do not encourage the growth of corn. The nature of things 
has stamped upon corn a real value which cannot be altered by 
merely altering its money price. Through the world in general 
that value is equal to the quantity of labour which it can 
maintain." 

I bave alreadv attempted to show that the market price of 
corn would, under an increased demand from the effects of a 
bounty, exceed its natural price, till the requisite additional 
supply was obtained, and that then it would again fall to its 
natural price. But the natural price of corn is not so fixed as 
the natural price of commodities; because, wit~ any great 
additional demand for corn, land of a worse quality must be 
taken into cultivation, on which more ,labour will be required 
to produce a given quantity, and the natural price of corn will 
be raised. By a continued bounty, therefore, on the exporta­
tion of corn, there would be created a tendency to a permanent 

, rise in the price of corn, and this, as I have shown elsewhere,1 
, never fails to raise rent. Country gentlemen, then, have not 
only a temporary but a permanent interest in prohibitions of the 
importation of corn, and in bounties on its exportation; but 

, manufacturers have no permanent interest in establishing high 
duties on the importation, and bounties on the exportation of 
commOdities; their interest is wholly temporary. 

A bounty on the exportation of manufactures will, un­
doubtedly, as Dr. Smith contends, raise for a time the market 
price of manufactures, but it will not raise their natural price. 
The labour of '00 men will produce double the quantity of these 
goods that JOO could produce before; and, consequently, when 
the requisite quantity of capital was employed in supplying the 
requisite quantity of manufactures, they would again fall to 
their natural price, and all advanta.,"Il from a high market price 
would cease. It is, then, only during the interval after the rise 
in the market price of commodities, and till the additional 
supply is obtained, that the manufacturers will enjoy high 
profits; for as soon as prices had subsided, their profits would 
sink to the generalleveI. 

Instead of agreeing, therefore, with Adam Smith, that the 
country gentlemen had not so great an interest in prohibiting 
the importation of com, as the manufacturer had in prohibiting 
the importation of manufactured goods, 1 contend, that they 
have a much superior interest; for their advantage is permanent, 

, See ebapter OIl Rent. 
0'90 
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while that of the manufacturer is only temporary. Dr. Smith 
observes that nature has established a great and essential 
difference between com and other goods, but the proper inference 
from that circumstance is directly the reverse of that which he 
draWl from itj for it is on account of this difference that rent 
is created, and that country gentlemen have an interest in the 
rise of the natural price of com. Instead of comparing the 
interest of the manufacturer with the interest of the country 
gentleman, Dr. Smith should have compared it with the interest 
of the farmer, which is very distinct from that of his landlord. 
Manufacturers have no interest in the rise of the natural price 
of their commodities, nor have farmers any interest in the rise 
of the natural price of com, or other raw produce, though both 
these classes are benefited while the market price of their pro­
ductions excee<h their natural price. On the contrary, land­
lords have a most decided interest in the rise of the natural price 
of com; for the rise of rent is the inevitable consequence of the 
difficulty of producing raw produce, without which its natural 
price could not rise. Now, as bounties 011 exportation and 
prohibitions of the importation of com increase the demand, and 
drive us to the cultivation of poorer lands, they necessarily 
occasion an increased difficulty of production. 

The lole effect of high duties on the importation, either of 
manufactures or of com, or of a bounty on their exportation, 
is to divert a portion of capital to an employment which it 
would not naturally seek. It causes a perniciOUI distribution 
of the general funds of the society-it bribes a manufacturer 
to commence or continue in a comparatively less profitable 
employment. It is the worst 'pecies of taution, for it dOe5 not 
give to the foreign country all that it takes away from the home 
country, the balance of loss being made up by the less advan­
tageous distributlon of the general capital. ThllS, if the price 
of com is in England £4, and in France l.3 IS'" a bounty of lOS. 

will ultimately reduce it to £3 lOS. in France, and maintain it at 
the same price of l4 in England. For every quarter exported, 
England pays a tax of lOS. For every quarter imported into 
France, France gains only 51., so that the value of 51. per 
quarter is absolutely lost to the world by such a distribution 
of its funds, as to cause diminiihed productio:l, probably not of 
com, but of IIOmlil other object of necessity or enjoyment. 

Mr. Euchanan appean to have seen the fallacy of Dr. Smith'. 
arguments respecting bounties, and on the last passage which I 
have quoted very judidoudy remarks: .. In asserting that 
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nature has stamped a real value on com, which cannot be altered 
by merely altering its money price, Dr. Smith confounds its 
value in use with its value in exchange. A bushel of wheat will 
not feed more people during scarcity than during plenty;' but 
a bushel of wheat will exchange for a greater quantity of luxurie.s 
and conveniences when it is scarce than when it is abundant; 
and the landed proprietors, who have a surplus 01 food to dis­
pose 0(, will therefore, in times of scarcity, be richer men; they 
will exchange their surplus for a greater value 01 other enjoy­
ments th!Ul when com iJ in greater plenty. It is vain to argue, 
therefore, that if the bounty occasions a forced exportation of 
com, it will not also occasion a real rise of price," The whole 
of Mr. Buchanan's arguments on this part 01 the subject of 
bounties appear to me to be perfectly clear and satisfactory. 

Mr. Buchanan, however, has not, r think, any more than Dr. 
Smith or the writer in the Edi1llJurgh Rlflirtll, correct opinioIlll 
as to the intluence of a rise in the price of labour on manufactured 
commodities. From his peculiar views, which I have elsewhere 
noticed, he thi"ks that the price of labour has DO connection 
with the price of com, and, therefore, that the real value of com 
might and would rise without affecting the price of labour; but 
if labour were affected, he would maintain with Adam Smith 
and the writer in the Etlinhw'gb RlfJintJ that the price of manu· 
factured commodities would also rue; and then I do not see 
how he would distinguish such a rise of com from a fall in the 
value of money, or how he could come to any other conclusion 
than that of Dr. Smith. In a note to page 276, vol. i. of the 
W,altIJ oj NotitmS, Mr. Buchanan observes, to but the price of 
com does Dot regulate the money price of all the other parts 
of the rude produce of land. It regulates the price of neither 
metals, nor of various other useful substances, such as coals, 
wood, stones, etc.; tmillU it dOls rw' replatl tJu pria of laborIr, 
i, dDu JIb' "gulau Ib, prie, of _ufodures; so that the bounty. 
in so far as it raises the price of com, is undoubtedly a real benefit 
to the fanner. It is not on this ground, therefore, that its policy 
must be argued. Its encouragement to agriculture, by raising 
the price oI com, must be Ildmitted; and the question thell 
comes to be whether agriculture ought to be thus encouraged '1 .. 
-It is then, according to Mr. Buchanan, a real benefit to the 
farmer, because it does not raise the price of labour; but if it 
did, it would raise the price of all things in proportion, and then 
it would afford no particular encouragement to agriculture. 

It must, however, be conceded that the tendency oI. boUU9 
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on the exportation of any commodity is to lower in a smaU 
degree the value of money. Whatever facilitates exportation 
tends to accumulate money in a country; .and, on the contrary. 
whatever impedes exportation tends to diminish it. The 
general effect of taxatlOn, by raising the prices of the commo-o 
dities taxed, tends to diminish exportation, and, therefore, to 
check the influx of money; and, on the same principle. a bounty 
encourages the influx of money. This is more fully explained 
in the $eneral observations on taxation. 

The mjurious effects of the mercantile system have been fully 
exposed by Dr. Smith; the whole aim of that system was to 
raise the price of commodities in the home market by prohibiting 
foreign competition; but this system was no more injurious to 
the agricultural classes than to any other part of the community. 
By forcing capital into channels where It would not otherwise 
flow, it diminished the whole amount of commodities produced. 
The price, though permanently higher, was not sustained by 
scarcIty, but by difficulty of production; and therefore, though 
the sellers of such commodities sold them for a higher price, they 
did not sell them, after the requisite quantity of capital was 
employed in producing them, at higher profits.' 

The manufacturers themselves, as consumers, had to pay an 
additional price for such commodities, and, therefore, it cannot 
be correctly said that "the enhancement of price ~casioned 
by both (corporation laws and high duties on the importations 
of foreign commodities) is everywhere finally paid by the land­
lords, farmers, and labourers of the country." 

It is the more necessary to make this remark as in the present 
day the authority of Adam Smith ia quoted by country gentle­
men for imposing similar high duties on the importation of 
foreign com. Because the cost of production, and, therefore, 

• M. Say supposes the advantage of the manufacturers at home to be 
more than temporary. .. A govPJ'llment which absolutely prohibita the 
importation of certain foreign goods establishes a monopoly ttl 1"- 01 
1i00i11 who produce such commodities at home IIfllmsJ Iho •• who consume 
them; In other words, those at home who produce th~m having the 
exclllsive privilege of selling them, may elevate their prioe above the 
natural pnce; and the eonsumens at home, not being able to obtain them 
elsewbere, are obliged to purchase them at a blgber prloe."-Vol. I. p. 201. 
But bow can they pennanently support tbe market price of tbeir goods 
above the naturai price, when everyone of tbeir fellow citizens Is free to 
enter fnto the trad~? Tbet are guaranteed against foreign, but not 
against home ecmpetltloo. The real evil arising to tbe country from sucb 
monopoUe!I, If they eao be called by tb.t name

l 
Ues not in raising tbo 

market pTiCt! of sucb goods, but 10 raising their real and natural price. By 
Increasing the cost of production, a porlloo of the labour of tbe eounu,r .. 
J.cc 1'IrntJllt":thr...,2v I!.IDDJovecL • 
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the prices of various 'manufactured commodities, are raised to 
the consumer by one error in legislation, the country has been 
('.ailed upon, on the plea of justice, quietly to submit to fresb 
l'xactions. Because we all pay an additional price for our 
linen, muslin, and cottons, it is thought just that we should 
pay also an additional price for our com. Because, in the 
gt'neral distribution of the labour of the world, we have pre­
vented the ~eatest amount of productions from being obtained 
by our pomon of that labour in manufactured commodities, we 
should further punish ourselves by diminishing the productive 
powers of the general labour in the supply of raw produce •. It 
would be much wiser to acknowledge the errors which a mistaken 
policy has induced us to adopt, and immediately to commence 
a gradual recurrence to the' sound principles of a universally 
free trade.1 

.. I have already had occasion to remark," observes M. Say, 
.. in speaking of what is improperly called the balance of trade, 
that if it suits a merchant better to export the precious metals 
to a foreign country than any otber goods, it is also the interest 
of the state that be should export them, because the state only 
gains or loses through the channel of its citizens; and in what 
com'erns foreign trade, that which best suits the individual 
best suits also the state; therefore, by opposing obstacles to 
the exportation which individuals would be inclined to make 
of the precious metals, nothing more is done than to force them 
to substitute some other commodity less profitable to them­
selves and to the state. It must, however, be remarked that 
I say only in IIJIuJJ concems foreign trlUh; because the profits 
whit'h merchants make by their dealings with their countrymen, 
as weU as those which an= made in the exclusive commerce with 
colonies, an= not entirely gains for the statc. In the trade 
between individuals of the same country there is no other gain 
but the value of a utility produced; f'" 14 valetw d'u1U f4t1liU 
produik,"· vol. i. p. 40J. I cannot see the distinction here 

l .. A freedom of trade is alone wanted to guarantee a country like 
Britain, abounding iD all the varied products of mdustry, ill merchlUld&se 
Sll\t...t. to the wants of e~y SOCIety, from the possibility of a scarcity. 
The nations of the eartb are not rondemned to throw the d.ce to ~tenniDe 
which of tbern shall submit to famine, There is always abundance of food 
.... the ..-o.rld. To enjoy 8 CODStant plenty _ bave only to Iav aside ow­
prohIbitions and l"e5tnctions, and cease to counteract the 'benevolent 
wi"oiom of Provid<-nce. "-Article .. ConI. Laws and Tra~. n Supplement .to 
£Ji«t<lof>.u .. B_ ' 

• An! not th~ following passages _indictor-, to the ODe abo"" quoted? 
M &.sid ...... that hOllle trade, tbough less DoU""d (bec:a ..... it is ill 8 varipty 
of b&llds). Is the most coasiderable, it i. also the most pr06tablo. The 
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made between the profits of the home and foreign trade. The 
object of all trade is to increase productions. If, for the pur­
chase of a pipe of wine, I had it m my power to export bullion 
which Wf\4 bought with the value of the produce of 100 days' 
labour, but' government, by prohibiting the exportation of 
bullion, should oblige me to purchase my wine with a commodity 
bought with the value of the produce of 105 daya' labour, the 
produce of five days' labour is lost to me, and, through me, to 
the state. But if these transactions took place between indivi­
duals in difIerent provinces o( the same country, the tame 
advantage would accrue both to the individual, and, through 
him, tp the country, if he were unfettered in his choice of the 
commodities with which he made his purchases, IUld the same 
disadvantage if he were obliged by government to purcha.,. 
with the least beneficial commodity. If a manufacturer, could 
work up with the same capital more iron where coals are plentiful 
than he could where coals ate scarce, the country would be 
benefited by the difference. But if coals were nowhere plentiful, 
and he imported kon, and could get this additional quantity 
by the manufacture of a commodity ... ith the same capital and 
labour, he would, in like manner, benefit his country by the 
additional quantity of iron. In the sixth chapter of this work 
I have endeavoured to show that all trade, whether foreign or 
oomestic, is beneficial, by increasing the quantity and not by 
increasing the value of productions. We shall have no greater 
value ... hether we carry on the most beneficial home and 
foreign trade, or, in consequence of being fettered by prohibitory 
Jaws, we are obliged to content ourselves with the least advan­
tageous. The rate of profits and the value produced will be 
the same. The advantage always resolves itself into that 
which M. Say appears to confine to the home trade; in both 
cases there .is no other gain but that of the value of a utiliu 
~oduiu. • 

commodities elI:changed ill that trade are ne<lessarUy tbe produetlons of 
tbe same country."-Vol. I. p. 84 . 

.. The Engllsb government bas not Observed tbat tbe most profitable 
salp.s are tltose wliieh a country makes to itIWU, because tbey canDot take 
place wit bout two values bein!! produced by the nation; the "alue which 
b !lOld, and tbe value witb which the purchase is made."-Vol.l p. UI. 

~ .shall, In the twenty-llillta chapter. examine the eoundQe!III 01 tim 
opinion. 



CHAPTER XXIll 

ON BOUNTIES ON PRODVCfIONS 

It may not be uninstructive to consider the effects of a bounty 
on the production of raw produce and other commodities, with 
a view to observe the application of the principles which I have 
been endeavouring to establish with regard to the profits of 
stock, the division of the annual produce of the land and labour, 
and the relative prices of manufactures and raw produce. In 
the first place, let us suppose that a tax was imposed on aU 
commodities for the purpose of raising a fund to be emyloyed 
by government in giving a bounty on the production 0 com. 
As no part of such a tax would be expended by government, 
and as aU that was received Irom one class of the people would 
be returned to another, the nation collectively would be neither 
richer nor poorer Irom such a tax and bounty. It would be 
readily allowed that the tax on commodities by which the fund 
was created would raise the price of the commodities taxed; 
all the consumers of those commodities, therefore, would con· 
tribute towards that fund' in other words, their natural or 
necessary price being raised, 50 would, too, their market price. 
But for the same reason that the natural price of those com­
modities would be raised, the natural price of com would be 
lowered i before the bounty was paid on production, the farmers 
obtained as great a price lor their com as was necessary to 
repay them their rent and their expenses, and afford them the 
general rate of profits; after the bounty, they would receive 
more than that rate, unless the price of com fell by a sum at 
least equal to the bounty. The effect, then, of the tax and 
bounty would be to raise the price of commodities in a degree 
equal to the tax levied on them, and to lower the price of com 
by a sum equal to the bounty paid. It will be observed, too, 
that no permanent alteration could be made in the distribution 
of capital between agriculture and manufactures, because, as 
there would be no alteration either in the amount of capital 01' 

population, there would be precisely the same demand for bread 
and manufactures. The profits of the farmer would be DO higher 
thall the general level after the fall in the price of com i nor 

uS 
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would the profits of the manufacturer be lower after the rise 
of manu{l\.ctured goods; the bounty, then, would not occasion 
any more capital to be employed on the land in the production 
of com, nor any less in the manufacture of goods. But how 
would the interest of the landlord be affected? • On the same 
principles that a tax on raw produce would lower the com rent 
of land, leaving the money rent unaltered, a bounty on pro­
duction, which is dir!!ctly the contrary of a tax, would raise 
com rent, leaving the money rent unaltered.' With the same 
money rent the landlord would have a greater price to pay for 
his manufactured goods, and a less price for his com; he would 
probably, therefore, be neither richer nor poorer. 

Now, whether such a measure would have any operation on 
the wages of labour would depend on the question whether the 
labourer, in purchasing commodities, would pay as much towards 
the tax as he would receive from the etIects of the bounty in 
the low price of his food. U these two quantities were equal, 
wages would continue unaltered; but if the commodities taxed 
were not those consumed by the labourer, his wages would fall, 
and his employer would <be benefited by the dIfference. But 
this is DO real advantage to his employer; it would indeed 
operate to increase the rate of his profits, as every fall of wages 
must do; but in proportion as the labourer contributed leSS' to 
the fund from which the bounty was paid, and which, let it be 
remembered, must be raised, his employer must contribute 
more; in other words, he would contribute as much to the tax 
by his expenditure as he would receive in the effects of the 
bounty and the higher rate of profits together. He obtains a 
higher rate of profits to requite him for his payment, not only 
of his own quota of the tax, but of his labourer's also; the 
remuneration which he receives for his labourer's quota appears 
in diminished wages, or, which is the same thing, in increased 
profits; the remuneration for his own appears in the diminution 
in the price of the com which he consumes, arising from the 
bounty. 

Here it will be proper to remark the different effects produced 
on profits from an alteration in the real labour, or natural value 
of com, and an alteration in the relative value of com, from 
taxation and from bounties. U corn q lowered in price by an 
alteration in its labour price, not only will the rate of the profits 
?f stock be altered, but the condition of the capitalist will be 
Improved. With greater profits, he will have no more to pay 

• See p. 99-
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for the objects on which those profits are expended; which does 
not happen, as we have just seen, when the fall is occasioned 
artificially by a bounty. In the real fall in the value of com, 
arising from less labour being required to produce one of the 
most important objects of man's consumption, labour is ren­
dered more productive. With the same capital the same labour 
is employed, and an increase of productions is the result; not 
only then will the rate of profits be increased, but the condition 
of him who obtains them will be improved; not only will each 
capitalist have a greater money revenue, if he employs the same 
money capital, but also when that money is expended it will 
procure him a greater sum of commodities; his enjoyments will 
be augmented. In the case of the bounty, to balance the ad­
vantage which he derives from the fall of one ::.ommodity, he 
has the disadvantage of paying a price more than proportionally 
high for another; he receives an increased rate of profits in 
order to enable him to pay this higher price; so that his real 
situation, though not deteriorated, is In no way improved: 
though he gets a higher rate of profits, he has no greater com­
mand of the produce of the land and labour of the country. 
When the fall in the value of com is brought about by natural 
causes, it is not counteracted by the rise of other commodities; 
on the contrary, they fall from the raw material fa11ing from 
which they are made: but when the fall in corn is occasioned 
by artificial means, it is always counteracted by a real rise in 
the value of some other commodity, so that if com be bought 
cheaper, other commodities are bought dearer. 

This, then, is a further proof that no particular disadvantage 
arises from taxes on necessaries, on account of their raising 
wages and lowering the rate of profits. Profits are indeed 
lowered, but only to the amount of the labourer's portion of 
the tax, which must at all events be paid either by his employer 
or by the- consumer of the produce of the labourer's work. 
Whether you deduct £So per annum from the employer's revenue, 
or add £50 to the prices of the commodities which he consumes, 
can be of no other consequence to him or to the community 
than as it may equally affect all other classes. If it be added 
to the prices of the commodity, a miser may avoid the tax by 
not consuming; if it be indirectly deducted from every man's 
revenue, he cannot avoid paying his fair proportion of the 
public burthens. - ' 

A bounty on the production of com, then, would produce no 
real effect on the annual produce of the land and labour of the 
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country, although it would make com relatively cheap and 
manufactures relatively dear. But suppose now that a contrary 
measure should be adopted-that a tax should be raised on 
com for the purpose of affording a fund for a bounty on tho 
production of commodities. 

In such case, it is evident that com would be dear and com­
modities cheap; labour would continue at the same price if the 
labourer were 18 much benefited by the cheapness of commo­
dities as he was injured by the dearness of corn; but if he were 
not, wages would rise and profits would fall, while money rent 
would continue the same as before; profits would fall, because, 
as we have just explained, that would be the mode in which 
the labourer's share of the tax would be paid by the employers 
of labour. By the increase of wages the labourer would be 
compensated for the talC which he would pay in the increased 
price of com j by not expending any part of his wages on the 
manufactured commodities he would receive no part of the 
bounty; the bounty would be all received by the employers, 
and the tax would be partly paid by the employed; a remunera­
tion would be made to the labourers, in the shape of \vages, for 
this increased burden laid upon them, and thus the tate of 
profits would be reduced. In this case, too, there would be a 
complicated measure producing no national result whatever. 

In considering this question we have purposely le{t'out of our 
consideration the effect of such a measure on foreign trade; we 
have rather been supposing the case of an insulated country 
having no commercial connection with other countries. We 
have seen that, as the demand of the country for com and 
commodities would be the same, whatever direction the bounty 
might take, there would be no temptation to remove capital 
from one employment to another; but this would no longer be 
the case if there were foreign commerce, and that commerce 
were free. By altering the relative value of commodities and 
com, by producing so powerful an effect on their natural prices, 
we should be applying a strong stimulus to the exportation of 
those commodities whose natural prices were lowered, and an 
equal stimulus to the importation of those commodities whose 
natural prices were raised, and thus such a financial measure 
might entirely alter the natural distribution of employments, 
to the advantage indeed of the foreign countries, but ruinously 
to that in which so absurd a policy was adopted. . 



CHAYl'ER XXIV 

OOCTRln OJ' ADAIr SMITH CONCERNmG Tn JlENT OJ' LAND 

.. SUCH parts only of the produce of land," says Adam Smith, 

.. can commonly be brought to market of which the ordinary 
price is sufficient to replace the stock which must be employed 
In bringing them thither, together with its ordinary profits. If 
the ordinary price is more than this, the surplua part of it will 
naturally go to the rent of land. If it u fIOt """', IluJugh tJ,. 
comrttodity "". H br01lght to _kd, it Call tJ.ffor~ M rmt III 1M 
lGndlortl. Whether the price is, or is no' more, depends upon 
the demand," 

This passage would naturally lead the reader to conclude that 
its author could not have mistaken the nature of rent, and that 
he must have seen that the quality of land which the exigencies 
of society might require to be taken into cultivation would 
depend OD .. 1M ortl"uvy pria of its prod","" ","'/her i( ",ne 
.. n4.fiU;int4 to rrpltJa 1M silicA lMicA m.sl b. _plqye4 iff QJli­
fldting it, log,tMr eill iU .,tliflllry profits." 

But he had adopted the Dotion that .. there were some parts 
of the produce of land for which the demand must always be 
such as to afford a greater price than what is lufficient to bring 
them to market;" and be considered food as one of those parts. 

He says that .. land, in almost any situatioDt produces a 
greater quantity of food than what is sufficient to maintain all 
the labour necessary for bringing it to market, in the most. 
liberal way in which that labour is ever maintained. The 
surplus, too, is always more than sufficient to RpJace the stock 
which employed that labour, together with its profits. Some­
thing, therefore, always remains for a rent to the landlord." 

But what proof does he give of thisi'-no other than the 
assertion that" the most desert moors in Norway and Scotland 
produce some 80lt of pasture for cattle, of which the milk and 
the increase are always more than SUfficient, Dot only to main­
tain all the labour necessary for tending them, and to pay the 
ordinary profit to the fanner, or owner of the herd or ftock, but 
to afford some small rent to the landlord." Now, of this I 
may be permitted to entertain a doubt; I believe that as yet 
in every country, from the rudest to the most refined,' there is 
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land of such a quality that it cannot yield a produce more than 
sufficiently valuable to replace the stock employed upon it, 
together with the profits ordinary and usu'al m that country. 
In America we all know that this is the case, and yet no one 
maintains that the principles which regulate rent are different 
in that country and in Europe. But if it were true that Eng­
land had so far advanced in cultivation that at this time there 
were no lands remaining which did not afford a rent; it would 
be equally true that there formerly must have been such lands; 
and .that whether there be or not is of no importance to this 
question, for it is the same thing if there be any capital employed 
in Great Britain on land which yields only the return of stock 
with its ordinary profits, whether it be employed on old or on 
new land. If a farmer agrees for land on a lease of seven or 
fourteen years, he may propose to employ on it a capital of 
£10,000, knowing that at the existing price of grain and raw 
produce he can re{>lace that part of his stock which he is obliged 
to expend, pay hIS rent, and obtain the general rate of profit. 
lIe will not employ £u,ooo, unless the last £1000 can be em­
ployed so productively as to afford him the usual profits of stock. 
In his calculation, whether he shan employ it or not, he con­
siders only whether the price of raw produce is sufficient to 
replace his expenses and profits, for he knows that he shall have 
no additional rent to pay. Even at the expiration of his lease 
his rent will not be raised; for if his landlord should require 
rent, because this additional £1000 was employed, he would 
withdraw it; since, by employing it, he gets, by the..supposition, 
only the ordinary and usual profits which he may obtain by 
any other employment of stock; and, therefore, he cannot 
afford to 'pay rent for it, unless the price of raw produce should 
further rISe, or, which is the same thing, unless the usual and 
general rate of profits should fall. 

If the comprehensive mind of Adam Smith had been directed 
to this fact, he would not have maintained that rent fonDS one 
of the component part3 of the price of raw produce; for price 
is everywhere regulated by the return obtained by this last 

. portion of capital, for which no rent whatever is paid. If he 
had adverted to this principle, he would have made no dis­
tinction between the Jaw whIch regulates the rent of mines and 
the rent of land. 

U Whether a coal mine, for example," he says, .. can afiord 
any rent depends partly upon its fertility and partly upon its 
situation, A mine of any kind may be said to be either fertile 
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~ barren according as the quantity of mineral which can be 
brought from it by a certain quantity of labour is greater or 
less than what can be brought by an equal quantity from the 
greater part of other mines of the same kind. Some coal mines, 
advantageously situated, cannot be wrought on account of their 
barrenness. The produce does not pay the expense. They 
un afford neither profit nor rent. There are some of which 
the produce is barely sufficient to pay the labour and replace, 
tog~ther with its ordinary profits, the stock employed in working 
them. They afford some profit to the undertaker of the work, 
but no rent to the landlord. They can be wrought advanta­
geously by nobody but the landlord, who being himself the 
undertaker of the work, gets the ordinary profit of the capital 
which he employs in it. Many coal mines in Scotland are 
wrought in this manner, and can be wrought in no other. The 
landlord will allow nobody else to work them without paying 
lome rent, and nobody can afford to pay any • 

.. Other coal mines in the same country, sufficiently fertile, 
cannot be wrought on account of their situation. A quantity 
of mineral sufficient to defray the expense of working could be 
brought from the mine by the ordinary, or even Jess than the 
ordinary, quantity of labour; but in an inland country, thinly 
inhabited, and without either good roads or water-carriage, 
this quantity could not be sold." 1;M_w~~le-prin£.iple....QL rent 
~ bere admirably_and perspicuously_ ~xplalned.J)ut eye_TY word 
uapplicable_ to land as it is to mines; yet he affirms that" it 
is otherwise 1n estates above ground. The proportion, both 
of their produce and of their rent, is in proportion to their 
ab~olute, _and !lot to their, relative, fertility." But, suppose 
that there were no land which did not afford a rent; then the 
amount of rent on the worst land would be in proportion to the 
excess of the value of the produce above the expenditure of 
capital and the ordinary profits of stock: the same principle 
would govern the rent of land of a somewhat better quality, or 
more favourably situated, and, therefore, the rent of this land 
would eKreed the rent of that inferior to it by the superior 
advantages which it possessed; the same might be said of that 
of the third quality, and so on to the very best. Is it not, then,' 
as certain that it is Jhe _rel~ti.VIt.J~ility of. th~ landwhi~ 
determines the portion of the produce which. shall be paid for 
the rent of land as it is that the relative fertility of mines deter-­
mines the .portionpf their produce whicl! shall_be paid for the 
1en_t_ of mmes? - _. 
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After Adam Smith has declared that there are lome mines 

which can only be worked by the owners, as they will afford only 
sufficient to defray"the expense of working, together with the 
ordinary profits of the capital employed, we should expect that 
he would admit that it was these particular mines which rrgu. 
lated the price of the produce from all mines. If the old mines 
are insufficient to supply the quantity of coal required, th, . 
price of co~ w~ll rjs~, and will continue risin8 till the owner (Jf 
a new and mferlOr mme finds that he can obtaln the usual profitj 
of stock by working his mine. If his mine be tolerably fertile, 
the rise will not be great before it becomes his interest 10 to 
employ his capital; but if it be not tolerably fertile, it is .videos 
that the price must continue to rise till it will afford him the 
means of paying his expenses, and obtaining the ordinary 
profits of stock. It appears, then, that it is always the least 
fertile mine which regulates the price of coal. Adam Smith, 
however, is of a different opinion: he observes that" the most 
fertile coal mine, too, regulates the price of coals at all the other 
mines· in its neighbourhood. Both the proprietor and the 
undertaker of the work find, the one that he can get a greater 
rent, the other that he can get a greater profit, by somewhat 
underselling all their neighbours. Their neighbours are soon 
obliged to sell I1t the same price, though they cannot so well 
atl"ord it, and though it always diminishes, and sometimea takes 
away altogether, both their rent and their profit. Some works 
are abandoned altogether; others can afford no rent, and can 
be wrought only by the proprietor." If tho demand for coal 
should be diminished, or if by new processes the quantity should 
be increased, the pt'ice. would fall, and some minea would be 
ab/l!1dan.edj but]a-~very c:ase,~ the~ price must be sufficient to 
pi)' ~e expenses and profit of that mine which is worked 'With­
QU.( ~in~ charged with rent. It is, therefore, the. least {ertile 
ml!le which regulates price, Indeed, it is so stated in aIiothec 
place by Adam Smith himself, for he says, .. The lowest pric. 
at which coals can be sold for any considerable time is like thai 
of all other commodities, the price which is barely sufficienl 
to repla.ce, together with its ordinary profits, the stock whitt 
must be employed in bringing them to market. At a coal 
mine for which the landlord can get no rent, but which he must 
either work himself, or let it alone all altogether, the pri~ 0: 
coals must generally be nearly about this price." 

But the !lame circumstance, namely, the abundance an( 
consequent cheapness of coal3, hom whatever cause it mal 
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~ise, which would make it necessary to abandon those mines 
In which there was no rent, or a very moderate one, would, if 
.here were the same abundance and consequent cheapness of 
'aw produce, render it necessary to abandon the cultivation of 
:hose lands for which either no rent was paid or a very moderate 
me. If, for example, potatoes should become the general and 
:ommon food of the people, as rice is in some countries, one­
fourth or one-half of the land now in cultivation would probably 
De immediately abandoned; for if, as Adam Smith says, .. an 
acre of potatoes will produce six thousand weight of solid 
Ilourishment, three times the .quantity produced by the acre of 
wheat," there could not be for a censiderable time such a multi. 
plication of people as to consume the quantity that might be 
raised on the \and before employed for the cultivation of wheat; 
much land would consequently be abandoned, and rent would 
fall; and it would not be till the population had been doubled or 
trebled that the same quantity of land could be in cultivation 
and the rent paid for it as high as before. 

Neither woulrl any greater proportion of the gross produce be 
paid to the lP ,~:,.rd whether it consisted of potatoes, which 
would feed three~t .mired people, or of wheat, which would feed 
only one hundred; because, though the expenses of production 
would be very much diminished if the labourer's wages were 
!'hieBy regulated by the price of potatoes, and not by the price 
of wheat, and though, therefore, the proportion of the whole 
gross produce, after paying the labourers, would be greatly 
increased, yet no part of that additional proportion would go 
to rent, but the whole invariably to profits-profits being at all 
times raised as wages fall, and lowered as wages rise. Whether 
wheat or potatoes were cultivated, rent would be governed 
by the same principle-it would be always equal to the dif­
ference between the quantities of produce obtained with equal 
capitals, either on the same land or on land of different quali­
ties; and, therefore, while lands of the s~e quality were 
cultivated, and there was no alteration in their relative fertility 
or advantages, rent would always bear the same proportion 
to the gross produce. . 

Adam Smith, however, maintains that the proportion which 
falls to the landlord would be increased by a diminished cost of 
production, and, therefore, that he would receive a larger share 
as well as a larger quantity from an abundant than from a 
5C&1\ty produce. II A rice field," he says, .. produces a much 
greater quantity of food than the most fertile com field. Two. 
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crops.in the year" from thirty to sixty bushels each, are said 
to be the ordinary produce of an acre. Though its'cultivation, 
therefore, requires more labour, a much greater surplus remains 
after rpamtaining all that labour. In those rice countries, 
therefore, where rice is the common and favourite vegetable 
food of the people, and where the cultivators are chiefly main­
tained with It, a ,reaJet' sha" of this greater surplus slwulJ belong 
to tke landlord Iha" i" eor" eountries." 

Mr. Buchanan also remarks that" it is quite clear that if any 
other produce, which the land yielded more abundantly than 
com, were to become the common food of the people, the rent 
of the landlord would be improved in proportion to its greater 
abundance." . 

If potatoes were to become the common food of the people, 
there would be a long interval during which the landlords would 
suffer an enormous deduction of rent. They would not probably 
receive nearly so much of the sustenance of man as they now 
receive, while that sustenance would fall to a third of its present 
value. But all manufactured commodities, on which a part 
of the landlord'. rent is expended, would suffer no other fall 
than that which proceeded from the fall in the raw material 
of which th~ were made, and which would arise only from the 
greater fertility of the land which might then be devoted to its 
production. , ' 

When, from the progress of population; 1and 'of the same 
quality as before should be taken into cultivation, the landlord 

,would have not only the same proportion of the produce as 
before, but that proportion would also be of the same value as 
before. Rent, then, would be the same as before; profits, 
however, would be much higher, because the price of food, and 
consequently wages, would be much lower. High profits are 
favourable to the accumulation of capital. The demand for 
labour would further increase, and landlords would be perma­
nently benefited by the increased demand for land'. 

Indeed, the very same lands might be cultivated much higher 
when such an abundance of food could be produced from them, 
and, consequently, they would, in the progress of society, admit 
o! much higher rents, and would sustain a much greater popula­
tion than before. This could not fail to be highly beneficial to 
landlords, and is consistent with the principle which this inquiry, 
I think, will not fail to establish-that all extraordinary profits 
are in their nature but of limited duration, as the whole surplus 
produce of the soil, after deducting from it. only such moderate 
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profits as are sufficient to encourage accumulation, must finally 
rest with the landlord. 

With so Iowa price of labour as such an abundant produce 
would cause, not only would the lands already in cultivation 
yield a JIluch greater quantity of produce, but they would admit 
of a great additional capital being employed on them, and a 
greater value to be drawn from them, and, at the same time, 
lands of a very inferior quality could be cultivated with high 
profits, to the great advantage ot landlords, as well as to the 
whole class of consumers. The machine which produced the 
most important article of consqmption would be improved, and 
would be well paid for according as its services were demanded. 
All the advantages would, in the first instance, be enjoyed by 
labourers, capitalists, and consumers; but, with the progress 
of population, they would be gradually transferred to the 
proprietors of the soil. 

Independently of these improvements, in which the com­
munity have an immediate and the landlords a remote interest, 
the interest of the landlord is always opposed to that of the 
consumer and manufacturer. Com can be permanently at an 
advanced price only because additional labour is necessary to 
produce it; because its cost of production is .increased. The 
same cause invariably raises rent, it is therefore for the interest 
of the landlord that the cost attending the production of com 
should be increased. This, however, is not the interest of the 
consumer; to him it is desirable that com should be low rela­
tively to money and commodities, for it is always with com­
modities or money that com is purchased. Neither is it the 
interest of the manufacturer that com should be at a high price, 
for the high price of com will occasion high wages, but will not 
raise the price of his commodity. Not only, then, must more 
of his commodity, or, which comes to the same thing, the value 
of more of his commodity, be given in exchange for the com 

, which he himself consumes, but more must be given, or the 
value of more, for wages to his workmen, for which he will 

, receive no remuneration. All classes, therefore, except the 
landlords, will be injured by the increase in the price of com. 
The dealings between the landlord and tbe public are not like 
dealings in trade, whereby both the seller and buyer may equally 
be said to gain, but the loss is wholly on one side, and the gain 
wholly on the other; and if com could by importatiou be pro­
cured cheaper, the loss in co~uence of not importing is far 
greater on one side than the gain IS on the other. 

psgo 
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Adacl Sfuith rttver tnaltes any distinction betweeri "low value 

of money and a high value of com, and therefore infers that the 
interest of the la.ndlord is not opposed to that of the rest of the 
community. In the first case, mone, is low relatively to all com­
modi ties; in the other I com is high relatively to all. In the first, 
tom and commodities continue ill: the same relative values I in the 
second, corn is higher relatively to'/commodities as well as money. 

The following obserVation of Adam Smith is applicable to a 
low value of money, but it is totally inapplicable to Ii high value 
of corn. "If importation (of corn) was at all l:imes free, OUT 
farmers and coUhtry gentlemen would probably, oM year with 
another, get less money for their com than they dd at present 
when importation is at most tim.es in effect prohibited; but the 
morley which they got would be of more value, ftJould bur mor.e 
goods of all otM kinds, and would employ more labour. Theil 
real wealth, their real revenue, therefore; would be the same as 
at present, though it might be expressed by a smallet quantity 
of silver; and thet would neither bt\ disabled hot discouraged 
from cultivating tom as much as thet do at present. On the 
tontrary, as the tis~ in the real value of silver, in tonsequence 
of lowering the money price bf com, lowers some*hat the money 
price b! all other commodities; it giveS the industry of the 
country ~here it takeS place! srime advantage in all foreign 
lnatkH~J imd thereby tends to encourage and increase that 
intlustty: But the eitent of the botne market for com must 
be in ptopbrtiOl:l to the general industry of the Country where 
it grows, ot tb the tiuihber of those ivho produce Something else 
to give in exchange for corn •. But in every country the home 
market, as it is the tiearest and most convenient, so is it likewise 
the greateSt ahd Inost hnpottlirtt market for corn. That rise in 
the real value of silvet, therefore, which Is the effect of lowering 
the average mbney price of Coin, tends to enlarge the greatest 
and most important mhrket for ~orn, and thereby to encourage 
instead of discouragllig its growth." 

A high or low money price or corn, tiising rroni the abundance 
and cheapness of gold and silver, is of ho hriportance to the land­
lord, lIS every sort of produce would be equally affected just as 
Adam Smith deScribes; but Ii relatively high price of corn is at 
a~l time!! greatly b~neficiaJ to the landlord; for, first, it gives 
hIm a greater quanbty 9f corn for rent; and, secondly, for every 
~qual measure bf corli he will have a commartd, not only over 
a greater quantity of money, but over a greater quantity of 
every commodity which money can purchase. . 



CHAPTER XXV 

ON COLONIAL TRAD. 

ADAM SMITH, in his observations on colonial trade, has shown 
most sati~factorily the advantages of a free trade, and the in­
justice suffered by colonies in being prevented by their mother 
countries from selling their produce at the deatest market and 
buying their trtanufactures and stores at the cheapest. He has 
shown that, by permitting every country freel}" to exchange the 
produce of its mdustry when Ilnd where it pleases, the best 
distribution of the labour of the world will be effected, and the 
greatest abundance of the necessaries and enjoyments of human 
life will be secured. 

He has attempted also to show that this freedom of commerce, 
which undoubtedly promotes the interest of the whole, promotes 
also that of each particular country; and that the narrow policy 
adopted In the countries of Europe respecting their colonies is 
not less injurious to the mother countries themselves than to 
the colonies whose interests are sacrificed • 

.. The monopoly of the colony trade," he says, "like all the 
other mean and malignant expedients of the mercantile system, 
depresses the industry of all other countries, but chiefly that of 
the colonies, without in the least increasing, but, on the contrary, 
diminishing that of the country in whose favour it is established." 

This part of his subject, however, is not treated in so clear and 
convincing a manner as that in which he shows the injustice 01 
this system towards the colony. 

It may, I think, be doubted whether a mother country may 
not sometimes be benefited by the restraints to which she sub­
jects her colonial possessions. Who can doubt, for example, 
that if England were the colon, of France, the latter country 
would be benefited by a beavy bounty paid by England on the 
exportation of corn, cloth, or any other commodities? In 
examining the Iluestion of bounties, on the supposition of corn 
being at £4 per quarter in this tountry, we saw that with a 
bounty of 10$. per quarter on exportation in England, com 
would have been reduced to £3 lOS. in France. Now, if tom 
had previously been at £3 ISS. per quarter in France, the French 
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consumers would have l':en benefited by 5$.. per qllmer on &II 
imported com; if the natural price of com in France were before 
£4, they would have gained the whole bounty of lOS. per quartrr. 
Franc.: "ould thus be benefited by the loss sustained by Eng­
land: she- would not gain a part only of what England lost, but 
the whole. _ ' 

It may, however, be said that a bounty on exportation is a 
measure of internal policy, and could not easily be imposed by 
the mother country. 

1f it would suit the interests of Jamaica and Holland to make 
an exchange of the commodities which they respectively pro­
duce, without the intervention of England, it is quite- certain 
that by their being prevented from so doing the interests of 
Holland and Jamaica would suffer; but if Jamaica is obliged" 
to send her goods to England, and there exchange them for 
Dutch goods, an English capital, or English ~ency, will be 
employed in a trade in which it would not otherwISe be engaged. 
It IS allured thither by a bounty, not paid by England, but by 
Holland and Jamaica. 

That the loss sustained through a disadvantageous distribu­
tion of labour in two countries may be beneficial to one of them, 
while the other is made to suffer more than the loss actually 
belonging to such a distribution, has been stated by Adam Smith 
himself; which, if true, will at once prove that a measure which 
may be greatly hurtful to a colony may be partially beneficial 
to the mother 'country. _ 

Speaking of treaties of commerce, he says, .. When a nation 
binds itself by treaty, eitl)er to permit the entry of certain goods 
from one foreign country which it prohibits from all others, or 
to exempt the goods of one country from duties to which it 
subjects those of all others, the country, or at least the merchants 
and manufacturers of the country, whose commerce is so 
favoured, must necessarily derive great advantage from the 
treaty. Those merchants and manu~cturers enjoy a sort or 
monopoly in the country which is so indulgent to them. That 
country becomes a market both more extensive and more 
advantageous for their goods; more extensive, because the good! 
of other nations, being either excluded or subjected to heaviel 
duties, it takes off a greater quantity of them; more advan­
~eous, because the merchants o,f the favoured country, enjQY-
109 a sort of monopoly there, Will often sell their goods for ( 
bet~er price than if exposed to the free competition of all othe: 
nations." 
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J.et the two nations between "'hich the commercial treaty is 
made be the mother country and her colony, and Adam Smith, 
it is evident, admits that a mother country may be benefited by 
oppressing her colony, It may, however, be again remarked, 
that unless the monopoly of the foreign market be in the hands 
of an exclusive company, no more will be paid for commodities 
by foreign purchasers than by home purchasers; the price which 
they will both pay will not differ greatly from their natural 
price in the country where they are produced. England, for 
example,. will, under ordinary circumstances, always be able to 
buy French goods at the natural price of those goods in France, 
and France would have an equal privilege of buying English 
goods at their natural price in England. But at these prices 
goods would be bought without a treaty. Of what advantage 
or disadvantage, then, is the treaty to either party? 

The disadvantage of the treaty to the importing country 
would be this: it would bind her to purchase a commodity; 
from England, for example, at the natural price of that com­
modity in England, when she might perhaps have bought it at 
the much lower natural price of some other country. It occa­
sions then a disadvantageous distribution of the general capital, 
which falls chiefly on the country bound by its treaty to buy 
in the least productive market; but it gives no advantage to the 
selIer on account of any supposed monopoly, for he is prevented 
by the competition of his own countrymen from selling his goods 
above their natural price; at which he would sell them, whether 
he exported them to France, Spain, or the West Indies, or sold 
them for home consumption. 

In what, then, does the advantage of the stipulation in the 
treaty consist? It consists in this: these particular goods could 
Dot have been made in England for exportation, but for the 
privilege which she alone had of serving this particular market; 
for the competition of that country, where the natural price was 
lower, would have deprived her of all chance of selling those 
commodities. This, however, would have been of little import­
ance if England were quite secure that she could sell to the 
same amount any other goods which she might fabricate, either 
in the French market or with equal advantage in any other. 
The object which England has in view is, for example, to buy 
a quantity of French wines of the value of lsooo-she desires, 
then, to sell goods somewhere by which she may get £sooo for 
this purpose. If France gives her a monopoly of the cloth 
market she will readily export cloth for this purpose; but if 
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the trad~ is free, ~e ~ompetiticn of other countries may prevent 
the natural price of cloth ill England from being sufficiently low 
to ellable her to get £5000 by the sale pf doth, and to obtain 
the usual profits by such all I!\TIploymellt of her stock. The 
industry of England must be ePlployed, then, on some other 
commodity; but there may be nOIlIl of her productions which, 
at the existing value of money~ sh!.l can afford to sell at the 
natural price of other countries. What is the consequence? 
The wine drinkers of England are still willing to giv~ £Sooo for 
their wine, and fonsequently £5000 in money is exported to 
France ~qr that purpose. By this exportation of money~ its 
value ill raised i1} ;England and lowered in other countries; and 
with it the nat~rQJ frice of all commodities produced by BritilJl 
industry is also lowered. The advance in the value of money 
is the same ~ing as the decline in the price of commodities. 
To obtl!.in £5000, British commodities may now bl: exported; 
for at thei~ reduce4 pawral price they may now ente., into 
competitioq with the goods of other countries. More goods 
are sold, hQwever, at the low prices to obtain the l5000 required, 
which, when obtained, will not procure the same quantity of 
wine; because, whilst the diminution of money ill England has 
lowered the natural price of goods there, the increase of money 
in France has raised the natural price of goods and wine in 
france. Less wine, then, will be imported into England, in 
exchange for its commodities, wilen the trad~ is perfectly free 
than when she is peculiarly favoured by COiIUIlercial treaties. 
Tile Fate of profits, however, will not have varied; money will 
have altered in relative value in the two countries, and the 
advantage gained by ffance wiu be the obtaining a greater 
quantity pf English, in exchange for a given quantity of french, 
goods, while the loss $ustained by England will consist in ob-' 
taining a smaller quantity of French goods ill exchange for a 
given quantity of those of England. 

Foreign trade, then, whether fettered, encouraged, or free, 
will always continue, whatever may be the comparative oLfficulty 
of production in different countries; but it can only be regulated 
by alterin~ the l).atural price. not the natural value, at which 
commodities can be produced in those countries, and that is 
eff~cted by altering the distribution of the precious metals. 
T:'us explanation confirms the opinion which I have elsewhere 
~lVen, that there is not a tax, a bounty, or Ii prohibition on the 
unportation or exportation of commodities which does not 
occasion a different distribution of the precious metals, and 
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which does not, therefore, eveT)'l!l~;:re (I.lter botlJ tht: na~~1 an~ 
the market price of commodities. 
. It is evident, ~en, that the trade with a colony 1Tl~¥ be sq 
regulated that it shall at the same ~e be less benefici". to the; 
colony, and more beneficial to the PlQ1;h/:f c:ouptry, than a per~ 
fectly free trade. ~ it is disadvantagj:Ous W .. single q>nsumer 
to be ~stricted in hill d~lin~ to olle particular shop, so is it 
disadvan~ops for. a nation of consumers to be obligec:l to 
purchase of QIle partiCUlar country.. If the $hop IlJ' the J:ountry 
afforded ~e good~ required the cheapest, 1h~y would be secure 
of selling them' without any $uch exclusive privilege; and if 
they did not sell fheaper, the general interest would require that 
they should not be encouraged to continue: ,. p-ade which they 
cOllld \lot carry on at an equal advantage' With othef$. Thll 
shop,llJ' the selling country, might lose by the j:hange of employ~ 
ments, but the general benefit is pever so fully secured as by the 
most productive distriblltion of the general capital; that ~ tq 
say, by a univenaUy free trade. -

An increase in the cost of proquctioll of a commodity, if it l>e 
IIJ1 article of the first necessity, }Yill not necessarily diminisp. its 
consllIDptionj for although the general power of the p\lrchaser, 
to consume is !Jiminisbed by the rise of anyone commodity, yet 
they may reliJlquish the consumption of some other commodity 
whose cost of production has not risen. lp that case, tile qllan­
tity supplied, and the quantity d~anded, will be the SIlJIle all 
before; the co~t of production only will have increased, and yet 
the pri~ will rise, and must rise, to place the profits Qf the 
producer of the enhanced commodity on a level with the profits 
derived from otllel' tra4es. 

M. Say acknOJ'lpdges that the cost Qf production is th~ 
foundation at prICe, an4 yet ill vaPoU$ J>llft.$ of ~ book fJe 
maintain& ~t price is regulated by the proportion whicll 
demand beaJ1i to supply. The real and ultimate regulator of 
the relative value of any two cOITlIQodities is the cost of tl>-eir 
production, an4 pot the respective quantities which may ~ 
produced, nOT the competition amongst ~e purchasers. 

According to Adam Smith, the colony trade, by being ope in 
which British capital only ~ l>c 9llployed, bas ra;,sed tile rate 
of profits of all other trades; and as, In his 0rinioll, ~igl\ profits~ 
as well as high wages, raisl ~e prices 0 commodities, the 
monopolY of the colony trade: has been, he thinks, injurious tq 
the mother country j as it has diminished her power o( sellin~ 
pllIoIlufact\lfed ~ommodities as cheap as other countries. He 
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says that" in consequence ::If the monopoly, the increase Ilf 
the colony trade has not so much occasioned an addition to tlle 
trade which Great Britain had before as a total chant;e in it! 
direction. Secondly, this monopoly has necessarily contributed 
to keep up the rate of profit in all the different branches of 
British trade higher than it naturally would have been had 
all nations been allowed a free trade to the British colonies." 
.. But whatever raises in any country the ordinary rate of profit 
higher than it otherwise would be, necessarily subjects tha.t 
country both to an absolute and to a relative disadvantage in 
every branch of trade of which she has not the monopoly. It 
subjects her to an absolute disadvantage, because in ~uch 
branches of trade her merchants cannot get this greater profit 
without selling dearer than thf'Y otherwise would do tx>th the 
goods of foreign countries which they import into their own 
and the goods of their own country which they export to foreign 
countries. Their own country must both buy dearer and seU 
dearer; must both buy less and seUless; must both enjoy Jes.s 
and produce less than she otherwise would do." 
.... Our merchants frequently complain of the high wages of 
t~tish labour as the cause of their manufactures being under· 
sold in foreign markets; but they are silent about the high 
profits of stock. They complain of the extravagant gain of 
other people, but they say nothing of their own. The high 
profits of British stock, however, may contribute towards 
raising the price of British manufacture in many cases as much, 
a.nd in some perhaps more, than the high wages of British 
labour. " • ' 

I allow that the monopoly of the colony trade will change, and 
often prejudicially, the direction of capital" but from what 
I have already saJd on the subject of profits, It will be seen that 
any change from one foreign trade to another, or from home 
to foreign trade, cannot, in my opinion, affect the rate of profits. 
The injury suffered will be what 1 have just described; there will 
be a worse distribution of the general capital and industry, and, 
therefore, less will be produced. The natural price 01 commer 
dities will be raised, and therefore, though the consumer will 
be able to purchase to the sarne money value, he will obtain 
a less quantity of commodities. It will be seen, too, that if it 
even had the effect 01 raising profits, it would not occasion the 
least alteration in prices; prices being regula.ted neither by 
wages nor profits. 

And docs not Adam Smith agree in this opinion, when he says 
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that co the prices of commodities, or the value of gold and silver 
¥ compared with commodities, depends upon the proportion 
between the quantity oj labour which is necessary in order to 
bring a certain quantity of gold and silver to market, and that 
which is necessary to bring thither a certain quantity of any 
other sort of goods'1 It. That quantity will not be affected, 
whether profits be high or low, or wages low or high. How then 
call prices be raised by high profits '1 



OIAPTER XXVI 

Olf CROSS AND NET UVENUlI 

ADAM SMITH constantly magnifies the advantages which a country 
derives from a large gross, rather than a large net income. "In 
proportion as a greater share of the capital of a country is 
employed in agriculture," he says, .. the greater will be the 
quantity of productive labour which it puts into motion within 
the country; as will likewise be the value which its employment 
adds to the annual produce of the land and labour of the society. 
After agriculture, the capital employed in manufactures puts 
into motion the greatest quantity of productive labour, and adds 
the greatest value to the annual produce. That which is 
employed in the trade of exportation has the least effect of any 
of the three." 1 

Granting, for a moment, that this were true, what would be 
the advantage resulting to a country from the employment of 
a great quantity of productive labour, if, whether it employed 
that quantity or a smaller, its net rent and profits together 
would be the same. The whole produce of the land and labour 
of every country is divided into three portions: of these, one 
portion is devoted to wages, another to profits, and the other to 
rent. It is from the two last portions only that any deductions 
can be made for taxes or for savings; the former, if moderate, 
constituting always the necessary expenses of production.­
To an individual with a capital of £20,000, whose profits were 
£2000 per annum, it would be a matter quite indifferent whether 

• M. Say is of tbe same opinion mth Adam Smith: .. The most productive 
employment of cap.tal, for the country in general, after that on the land, 
is that of manufaetures and of home trade; be<:ause it puts in ac:tJVlty 
an industry of which the profits are gaJDed in the country, "bile those 
caPItalS which are employed in foreign c:ommeroe make the industry and 
lands of all countries to be produetive, mthout distinction. 

" The employment of caPItal the least favourable to a natioll ia that of 
carrYing the produce of one foreign COUDtry to another."-Say. voL ii. 
p. [20. 

• Perbaps this is expressed too strongly. as more Is generallr. allotted to 
the labourer under the Dame of wages than the absolute y necessary 
expenses of production. III tbat case a part of the net prodU4le of the 
eountry is recctved by the labourPr. and may be laved or expended. by 
Ium; or It may enable him to contribute to the defence of the country. 

1M ' 
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5 capital would employ a hundred or a thousand men, whether 
.e commodity produced sold for £10,000 or for {,2o,ooo, 
"Ovided, iQ all cases, his profits w~ not diminished below 
JOOO. JJ not the real interest of the nation similar? :Provided 
s net real income, its rent and profits be the same, it 1$ of no 
~portance whether the natio" (X)nsists of ten or of twelve 
lillions of inhabitants. Its power of supporting jleef.4 and 
rmies, and all species of unproductive labour, must be in 
,roportion to its net, and not in proportion to its gross, income. 
f five millio!lS of men could eroduce as much food and clothing 
III was necessary for ten millions, food and clothing for five 
uillions would be the net revepue. Would it be of anY advan­
tage to the c:ountf)' that, to produce this same net revenue, 
5even lJIil1ioO$ of men should .be required, that i$ to s~Y. tha~ 
seven millions s40uld be employed to produce food and clothing 
sufficient {Of twelve millions? l11e food and clothing of five 
millions would be stilJ the net revenue. The qnplorin; 4 
greater Pltmbec of men would ~able us neither to add .. man 
to our army and navy, nOr to contribute one auinea JUnre ~ 
taxes. 

It is not on the grounds of any sup{'OSed advlPl~ accruing 
from a large population, or of the happmess that may be enjoyed 
by a greater 1llUnber of human J>eings, ~~ Adam Smith sup­
pons the preference of that employment of capital ",hicb gives 
motion to the greatest quantity of industry, but elij>ressly on the 
ground of its increasing the power of the country,1 for he says 
that" the riches and, so far as power depen~ uppn riches, the 
power of every country must ~w~ys be in proportion to the value 
of its annual produce, the fund from which all taxes must 
1I1timately be paid." It must, however. be obvious tMt the 
power of paying ~f$ is in proportion to the net, and not in 
proportion to the gross, revenue. . 

In the distribution of employmenti amongst all countries, the 
capital of poorer llatiol1s will be naturally employed in those 
pursuits wherein a ~t quantity of labour 15 supported at 
home, because in suc4 countries t)le fOO<l and necessaries for 
an increasing population can be most easily procured. In rich 
countries, on the conu:.ary. where food is dear, capital will 
natura\ly fif}w;when trade 15 free, into those occupations wherein 

'M. Say bas totally misunderstood me io SUpPOSiolJ that l Ila .... ClOD-
6idered as nothing the happin_ of $0 many humaD beings. J thinIl tile 
text aufficieoUy shows that 1 was confuUnl! my remarks to the panieular 
grollll~ OIl wh.icll ~d~ Smith had nsted It. 
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the least quantity of labour is required to be maintained at home: 
such as the carrying trade, the distant foreign trade, and trades 
where expensive machinery is required; to trades where profits 
are in proportion to the capital, and not in proportion to the 
quantity of labour employed.1 

Although I admit that, from the nature of rent, a. given 
capital employed in agriculture, on any but the land last culti­
vated, puts in motion a greater' quantity of labour than an equal 
capital employed in. manufactures and trade, yet I cannot 
admit that there is any difference in the quantity of labour 
employed by a capital engaged in the home trade and an equal 
capital engaged in the foreign trade . 

.. The capital which sends Scotch 'manufactures to London, 
and brings back English corn and manufactures to Edinburgh," 
says Adam Smith, " necessarily replaces, by every such opera­
tion, two British capitals which had both been employed in the 
agriculture or manufactures of Great Britain . 

.. The capital employed in purchasing foreign goods for home 
consumption, when this purchase is made with the produce of 
domestic industry, replaces, too, by every such operation, two 
distinct capitals; but one of them only is employed in support­
ing domestic industry. The capital which sends British &oods 
to Portugal, and brings back Portuguese good, to Great Bntain, 
replaces, by every such operation, only one British capital, the 
other is a Portuguese one. Though the returns, therefore, of 
the foreign trade of consumption should be as quick as the home 
trade, the capital employed in it will give but one half the 
encouragement to the industry or productive labour of the 
country." 

This argument appears to me to be fallacious; for though two 
capitals, one Portuguese and one English, be employed, as Dr. 
Smith supposes, still a capital will be employed in the foreign 
trade -double of what would be employed in the home trade. 
Suppose that Scotland employs a capital of a thousand pounds 
in making linen. which she exchanges for the produce of a 
similar capital employed in making silks in England, two 

• .. It is fortunate that the natural eourse of things draw. capital, not 
to those employmeQts where the greatest prOfits are made, but to those 
where the operation is most profitable to the eommunity."-\"ol. Ii. p. I~a. 
M. Say bas not told us wbat cbose employments are which, wlul<! tbeyare 
the most profitable to the inwvidual, are not the most profitable to the 
state. If countries with limited capitals, but with abundan.;e of fertile 
lane!, do not early enga~ in foreign trade, tbe reason is, because it is Iesa 
profitable to individuals, and therefore also 1_ profitable to the state. 
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thousand pounds and a proportional quantity of labour will be 
employed by the two countries. Suppose now that England 
discovers that she can import more linen from Germany for the 
silks which she before exported to Scotland, and that Scotland 
discovers that she can obtain more silks trom France in retum 
for her linen than she before obtained from En~land, will not 
England and Scotland immediately cease tradmg with each 
other, and will not the home trade of consumption be changed 
for a foreign trade of consumption? But although two addi­
tional capitals will enter into this trade, the capital of Germany 
and that of France, will not the same amount of Scotch and of 
English capital continue to be employed, and will it not give 
motion to the same quantity of industry as when it was engaged 
in the home trade it 



OIAPTER XXVII 

ON CURRENCY AND BANKS 

So much has already been written on currency that of thOg.! 
who give their attention to such subjects none but the prejudiced 
are ignorant of its true principles. I shall, therefore, take only 
a brief survey of some of the general laws which regulate itIJ 
quantity 3.\ld ,value. , 

Gold and silver, like all other commodities, are valuable only 
in proportion to the quantity of labour necessary to produce 
them and bring them to market. Gold is about fifteen timet 
dearer than silver, not because there is a greater demand for it, 
nor because the supply of silver is fifteen times greater than 
that of gold, but solely because fifteen times the quantity of 
labour is necessary to procure a given quantity of it. 

The quantity of money that can be employed in a country 
must depend on its value: if gold alone were employed for the 
circulation of commodities, a quantity would be required one 
fifteenth only of what would be necessary if silver were made 
use of for the same purpose. 

A circulation can never be so abundant as to overflow; for b) 
diminishing its value in the same proport\on you will increa8ll 
its quantity, and by increasing its value, diminish its quantity 

While the .state coins money, and charges no seignomge 
money will be of the same value as any other piece of the sam, 
metal of equal weight and fineness; but if the state charges ; 
seignorage for coinage, the coined piece of money will general) 
exceed the value of the uncoined piece of metal by the whol 
seignorage charged, because it will require a greater quantit 
of labour, or, which is the same thing, the value of the produc 
of a greater quantity of labour, to procure it. 

While the state alone coins, there call" be no limit to th 
charge of seignorage; for by limiting the quantity of coin, 
can be raised to any conceivable value. . . 

It is on this principle that paper money circulates: the who 
charge for paper money may be considered as seignorag 
Though it has no intrinsic value, yet, by limiting its quantit 
its value in exchange is as great as an equal denomination 

'38 
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e<llh, or of hul\ion in that coin. On the same pnnciple, too 
hamely, by a limitation of its quantity, a debased coin would 
circulate at the value it should bear if it were of the legal weight 
and fineness, and not at the value of the quantity of metal 
which It actually contained. In the history of the British 
coinage We find, accordingly, that the currency was never 
depreciated in the same proportion that it was debased; the 
reason of which was, that it never was increased in quantity in 
proportion to its diminished intrinsic value.l . 

There is nd point more important in issuing paper money 
than to be fully Impressed with the elIects which follow from 
Ule principle of limitation of quantity. It will scarcely be 
believed fifty years hence that bank directors and ministers 
gravely contended in our times, both in Parliament and before 
commIttees of Parliament, that the issues of notes by the Bank 
of Englahd, unchecked by any power in the holders of suCh 
notes to demand In exchange either specie or bullion, had not, 
nor could have, any effect on the prices of commodities, bullion, 
or foreign exchanges. . 

After the establishment of banks, the state bas not the sole 
1>0wer of coining or issuing money. The currency may as effec­
tually be increased by paper as by coin; so that if a state were 
to debase its money, and limit l~ quantity, it could not support 
its value, because the banks would have ail equal power of 
adding to the whole qUailtity of circulation. 

On these principles, it will be seen that it is not necessary 
that paper money should be payable in specie to secure its value; 
it is only necessary that itS quantity should be regulated accord­
ing to the value of the metal which is declared to be the standard. 
If the standard were gold of a given weight and fineness, paper 
might be increased with every fall in the value of gold, or, which 
is the Eame thing in its effects, with every rise ill the price of 
goods. 
i .. By issuing too great a quahtity of paper," says Dr. Smith, 

I of which the excess was continually returning in order to be 
exchanged for gold and silver, the Bank of England was, for 
many years together, obliged to coin gold to the extent of 
between eight hundred thousand pounds and' million a year, 
or, at an avera~e, about eight hundred and fifty thousand 
pounds. For tillS great coinage, the Bank, in consequence of 
the worn and degraded state into which the gold coin had fallen 
• 1 Wbate"ft" J say 01 gold roin is equally applicable to ailvu enin; but It 
1$ not neeesaary to mention both on every oc:casu>u. 
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a few years ago, was frequently obliged to purchase bullion at 
the high price of four pounds an ounce, which it soon after 
issued in coin at £3 17S. loid. an ounce, losing in this manner 
between two and a half and three per cent. upon the coinage of 
SO very large a sum. Though the Bank, therefore, paid no 
seignorage, though the government was properly at the expense 
of the coinage, this liberality of government did Dot prevent 
altogether the expense of the Bank." 

On the principle above stated, it appears to me most clear 
that by not re-issuing the paper thus brought in, the value of 
the whole currency, of the degraded as well as the Dew gold 
coin, would have been raised, when all demands on the Bank 
would have ceased. 

Mr. Buchanan, however, is not of this opinion, for he says 
(, that the great expe~se to which the Bank was at this time 
exposed was occasioned, not as Dr. Smith seems to imagine, by 
an imprudent issue' of paper, but by the debased state of the 
currency and the consequent higb price of bullion. The Bank, 
it will be observed, having no other way of procuring guineas 
but by sending bullion to the Mint to be coined, was always 
forced to issue Dew coined guineas in- exchange for its returned ' 
notes; and when the currency was generally de6cient in weight, 
and the price of bullion high in proportion, it became profitable 
to draw these heavy guineas from the bank in exchange for its 
paper; to convert them into bullion, and to sen them with a 
pro6t for Bank paper, to be again returned to the Bank for a 
new supply of guineas, which were again melted and sold. To 
this drain of spec;ie the Bank must always be exposed while the 
currency is de6cient in weight, as both an easy and a certain 
profit then arises from the constant interchange of paper for 
specie. It may be remarked, however, that to whatever incon­
venience and expense the Bank was then exposed by the drain 
of its specie, it never was imagined necessary to rescind the 
obligation to pay money for its notes." 

Mr. Buchanan evidently thinks that the wbole currency must 
necessarily be brought down to the level of the value of the 
debased pieces i but surely, by a diminution of the quantity of' 
the currency, the whole that remains can be elevated to the 
value of the best pieces. 

Dr. Smith appears to have fOl'gotten his own principle in'his 
argument on colony currency. Instead of ascribing the depre­
ciation of that paper to its too great abundance, he asks whether, 
allowing the colony security to be perfectly good, a hundred 
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pounds, payable fifteen years hence, would be equally valuable 
with a hundred pounds to be paid immediately? I answer yes, 
if it be not too abundant. 

Experience, however, shows that neither & state nor & bank 
ever have had the unrestricted power of issuing paper money 
without abusing that power; in all states, therefore, the issue 
of paper money ought to be under some check and control; and 
none seems so proper for that purpose as that of subjecting the 
issuers of paper money to the obligation of paying their notes 
either in gold coin or bullion. 

[" To secure the public 1 against any other variations in the 
value of currency than those to which the standard itself is 
subject, and, at the same time, to carry on the circulation with 
a medium the least expensive, is to attain the most perfect state 
to which a currency can be brought, and we should possess all 
these advantages by subjecting the Bank to the delivery of 

·uncoined gold or silver at the Mint standard and price, in ex· 
change for their notes, instead of the delivery of guineas; by 
which means paper would never fall below the. value of bullion 
without being followed by a reduction of its qllAlltity. To 
prevent the rise of paper above the value of bulIion, the Bank 
should be also obliged to give their paper in exchange for ~tandard 
gold at the price. of £3 171. per ounce .. Not to give too much 
trouble to the Bank, the quantity of gold to be demanded in 
exchange for paper at the Mint price of £3 171. lold., or the 
quantity to be sold to the Bank at £3 171., should never be less 
than twenty ounces. In other words, the Bank should be 
obliged to purchase any quantity of gold that was offered them, 
not less than twenty ounces, at £J 171 •• per ounce, and to sell 
any quantity that might be demanded at £3 171. lold. While 
they have the power of regulating the quantity of their paper 
there is no possible inconvenience that could result to them from 
such a regulation . 

.. The most perfect liberty should be given, at the same time 
to export or import every description of bullion. These ~ 

• ThIS, and tbe following paragraphs, to tbe close of tbe bt-acl<~t. p .• "t 
Is extract"" from a r,amPblet entitled p~ for .... E~ ..... s_., e .. ".....,., pub Ished by the auth.,. in tbe year 1816. 

• The pnce 0 £3 .,.. here mentioned Is of course aD arbitrary price. 
Tb ..... ml~b' be good I<'aOOll perbal'S, for 6aing It either a little abOve .,. 
a little below. In naming £3 I, .. , I wisb only to elucidate tbe principle. 
The price ought to be eo 61led as to make it tbe interest of tbe seUer of 
SOld nther to erll it to tbe Bank tban to carry It to the Mint to be coined. 

The !lIIJDe remark applies to tbe speciJied quantity of twent, _ 
Tbere migbt be flood r.,....,. for makin& It tea CIC tbirI,. 

9)90 
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actions in bullion would be very few in number, if the Bank 
regulated their loans and issues of paper by the criterion which 
I have so often mentioned, namely, the price of standard 
bullion, without attending to the absolute quantity of paper 
in circulation. . . . 

U The object which I have in view would be in a great measure 
attained if the Bank were obliged to deliver uncoined bullioD, 
in exchange for their notes, at the Mint price and standard, 
though they were not under the necessity of purchasing any 
quantity of bullion offered them at the prices to be fixed, par­
ticularly if the Mint were to continue open to the public for the 
coinage of money; for that regulation is merely suggested to 
prevent the value of money from varying from the value of 
bullion more than the trifling difference between the prices 
at which the Bank should buy and sell, and which would be 
an approximation to that uniformity in its value which is 
acknowledged to be so desirable. 

" If the Bank capriciously limited the quantity of their paper 
they would raise its value, and gold might appear to fal1 below 
the limits at which I propose the Bank should purchase. Gold, 
in that case, might be carried to the Mint, and the money 
returned from thence, being added to the circulation, would have 
the effect of lowering its value, and making it again conform to 
the standard; but it would neither be done so safely, so economi­
cally, nor so expeditiously as by the means which I have pro­
posed, against which the Bank can have no objection to offer, 
as it is for their interest to furnish the circulation with- paper 
rather than oblige others to furnish it with coin. 

U Under such a system, and with a currency so regulated, the 
bank would never be liable to any embarrassments whatever, 
excepting on those extraordinary occasions when a general panic 
seizes the country, and whe~ every one is desirous of possessing 
the 'Precious metals as the most convenient mode of realising or 
concealing his property. Against .such panics banks have no 
security on any system; from their very nature they are subject 
to them, as at no time can there be in a bank, or in a country, 
so much specie or bullion as the moneyed individuals of such 
country have a right to demand. Should every man withdra" 
his balance hom his banker on the same day, many times the 
quantity of bank notes now in circulation would be insufficient 
to answer such a demand. A panic of this kind was the cause 
of the crisis in 1797; and not, as has been supposed, the large 
advances which the Bank had then made to government. Neither 
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the Bank nor government were at that time to blame; it was 
the contagion of the unfounded fears of the timid part of the 
community which occasioned the run on the Bank, and it would 
equally have taken place if they had not made any advances to 
government and had possessed twice their present capital. 
If the Bank had continued paying in cash, probably the panic 
would have subsided before their coin had been exhausted . 

.. With the known opinion of the Bank directors as to the rule 
for issuing paper money, they may be said to have exercised 
their powers without any great indiscretion. It is evident that 
they have followed their own principle with extreme caution. 
In the present state of the law, they have the power, without 
any control whatever, of increasing or reducing the circulation 
in any degree they may think proper; a power which should 
neither be entrusted to the state itself, nor to anybody in it, as 
there can be no security for the uniformity in the value of the 
currency when its augmentation or diminution depends solely 
on the will of the issuers. That the Bank have the power of 
reducing the circulation to the very narrow,est limits will not 
be denied, even by those who agree in opinion with the directors 
that they have not the power of adding indefinitely to its quan­
tity. Though I am fully assured that it is both against the 
interest and the wish of the Bank to exercise this power to the 
detriment of the public, yet, when I contemplate the evil con­
sequences which might ensue from a sudden and great reduction 
of the circulation, as well as from a ~eat addition to it, I cannot 
but deprecate the facility with which the state has armed the 
Bank with so formidable a prerogative. . 

.. The inconvenience to which country banks were subjected 
before the restriction on cash payments must at times have 
been very great. At all periods of alarm, or of expected alarm, 
they must have been under the necessity of providing them­
selves with guineas, that they might be prepared for every 
exig('ncy which might occur. Guineas, on these occasions, were 
obtained at the Bank in exchange for the larger notes, and were 
conveyed by some confidential agent, at expense and risk, to 
the country bank. After performing the offices to which they 
were destined, they found their way again to London, and in 
all probability were again lodged in the Bank, provided they had 
not suffered such a loss of weight IS to reduce them below the 
l('gal standard • 

.. If the plan now proposed of paying bank notes in bullion 
be adopted, it would be necessary either to extend the samo 
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privilege to countrY banks, or to make bank notes'a legal tender, 
In which latter case there would be no alteration in the law 
respecting country banks, as they would be required, precisely 
as they now are, to pay their notes when demanded in Bank 
of England notes. 

II The saving which would take place from not submitting the 
guineas to the loss of weight from the friction which they must 
undergo in their repeated journeys, as well as of the expenses of 
conveyance, would be considerable; but by far the greatest 
advantage would resultfrom the permanent supply of the coun try 
as well as of the London circulation, as far as the smaller pay­
ments are concefI.lcd, being provided in the very cheap medium 
paper, instead of the very valuable medium, gold; thereby 
enabling the country to derive all the profit which may be 
obtained by the productive employment of a capital to that 
amount. We should surely not be justified in rejecting so 
decided a benefit unless some specific inconvenience could be 
pointed out as likely to follow from adopting the cheaper 
medium."] 

A currency is in its most perfect state when it consiSts wholly 
of paper money, but of paper money of an equal value with the 
gold whichjt professes to represent. The use of paper instead 
of gold substitutes the cheapest in place of the most expensive 
medium, and enables the country, Without loss to any individual, 
to exchange all the gold which it before used for this purpose 

-for raw materials, utensils, and food; by the use of which both 
its wealth and its enjoyments are increased. 

In a national point of view, it is of no importance whether the 
issuers of this well regulated paper money be the government 
or a bank, it will, on the whole, be equally productive of riches 
whether it be issued by one or by the other; but it is not 50 
with respect to the interest of individuals. In a country where 
the market fate of interest is 7 per cent.; and where the state 
requires for a particular expense f.7o,ooo per annum, it is a 
question of importance to the individuals of that country 
whether they must be taxed to pay this f.70,ooo per annum, or 
whether they could raise it without taxes. Suppose. that a 
million of money should be required to tit out an expedition. 
If the state issued a million of paper and displaced a million of 
coin, the expedition would be fitted out without any charge to 
the people; but if a bank issued a million of paper, and lent it 
to government at 7 per cent., thereby displacing a million of 

-coin, the country would be charged with a continual tax of 
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£70,000 per annum: the people would pay the tax, the bank 
would receive it, and the society would in either case be as 
wealthy as before; the expedition would have beel) really fitted 
out by the improvement of our system, by rendering capital of 
the value of a million productive in the form of commodities 
instead of letting it remain unproductive in the form of coin; 
but the advantage would always be in favour of the issuers of 
paper; and as the state represents the people, the people would 
have saved the tax if they, and not the bank, had issued this 
million. 

I have already observed that if there were perfect security 
that the power of issuing paper money would not be abused, it 
would be of no importance with respect to the riches of the 
country collectively by whom it was issued; and I have now 
shown that the public would have a direct .interest that the' 
issuers should be the state, and not a company of merchants or . 
bankers. The danger, however, is that this power would .be 
more likely to be abused if in the hands of government than if 
in the hands of a banking company. A company would, it is 
said, be more under the control of law, and although it might 
be their interest to extend their issues beyond the bounds of 
discretion, they would be limited and checked by the power 
which individuals would have of calling for bullion or specie. 
It is argued that the same check would not be long respected 
if government had the privilege of issuing money; that they 
would be too apt to consider present convenience rather than 
future security, and might, therefore, on the alleged grounds of 
expediency, be too much inclined to remove the checks by 
which the amount of their issues was controlled. . 

Under an arbitrary government this objection would have 
great force; but in a free country, with an enlightened legis-­
lature, the power of issuing paper money, under the requisite 
checks of convertibility at the will of the holder, might be 
safely lodged in the hands of commissioners appointed for that 
special purpose, and they might be made totally independent 
of the control of ministers. . 

The sinking fund is managed by c:ommissioners responsible 
only to Parliament, and the investment of the money entrusted 
to their charge proceeds with the utmost regularityj what 
reason can there be to doubt that the issues of paper money 
might be regulated 1\'ith equal fideliti, if placed under similar 
management? 

It may be said that although the advantage accruing to the 
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state, and, therefore, to the public, from issuing paper money 
is sufficiently manifest, as it would ,exchange a portion of the 
national debt, on which interest is paid by the public, into a 
debt bearing no interest: yet it would be disadvantageous to 
commerce, as it would preclude the merchantJI from borrowing 
money and (l'etting their bills discounted. the method in which 
bank paper IS partly issued. 

This, however, is to suppose that money could not be bor­
rowed if the Bank did not lend it, and that the market rate of 
interest and profit depends on the amount of the issues of 
money and on the dlannel through which it is issued. But as 
a country would have no deficiency of cloth, of wine, or any 
other commodity, if they had the means of paying for it, in the 
same manner neither would there be any deficiency of money 
to be lent if the borrowers offered good security and were 
willing to pay the market rate of interest for it. 

In another part of this work I have endeavoured to show 
that the real value of a commodity is regulated, not by the 
accidental advantages which may be enjoyed by some of its 
producers, but by the real difficulties encountered by that 
producer who is least favoured. It is so with respect to the 
interest for money; it is not regulated by the rate at which the 
bank will lend, whether it be 5, 4, or 3 per cent., but by the rate 
of profits which can be made by the employment of capital, and 
which is totally independent of the quantity or of the value of 
money. Whether a bank lent one million, ten million; or a 
hundred millions, they would not permanently alter the market 
rate of interest; they would alter only the value of the money 
which they thus issued. In one case, ten or twenty times more 
money might be required to carry on the same business than 
what might be required in the other. The applications to the 
bank for money, then, depend on the comparison between the 
rate of profits that may be made by the employment of it and 
the rate at which they are willing to lend it. If they charge Jess 
than the market rate of interest, there is no amount of money 
which they might not lend; if they charge more than that 
rate none but spendthrifts and prodigals would be found to 
,borrow of them. We accordingly find that when the market 
rate of interest exceeds the rate of 5 per cent. at which the-Bank 
uniformly lend, the discount office IS besieged with applicants 
for money; and, on the contrary, when the market rate is even 
temporarily under 5 per cent., the clerks of that office have no 
-employment. 
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The reason, then, why for the last twenty years the Bank is 

said to have given so much aid to commerce, by assisting the 
merchants with money, is because they have, during that whole 
period, lent money below the market rate of interest; below 
that rate at which the merchants could have bonowed elsewhere; 
but I confess that to me this seems rather an objection to their 
establishment than an argument in favour of it. 

What should we say of an establishment which should regu­
larly supply half the clothiers with wool under the market price? 
Of what benefit would it be to the community? It would Dot 
extend our trade, because the wool would equally have been 
bought if they had charged the market price for it. It would 
not lower the price of cloth to the consumer, because the price, 
as I have said before, would be regulated by the cost of its 
production to those who were the least favoured. Its sole 
effect, then, would be to swell the profits of a part of the clothiers 
beyond the general and common rate of profits. The establish­
ment would be deprived of its fair profits, and'another part of the 
community would be in the same degree benefited. Now, this 
is precisely the effect of our banking establishments; a rate of 
interest is fixed by the law below that at which it can be bonowed 
in the market, and at this rate the Bank are required to lend or 
not to lend at aU. From the nature of their establishment, they 
have large funds which they can only dispose of in this way; 
and a part of the traders of the country are unfairly, and, for 
the country, unprofitably benefited, by being enabled to supply 
themselves with an instrument of trade at .. less charge than 
those who must be influenced only by .. market price. 

The whole business which the whole community can carry on 
depends on the quantity of its capital, that is. of its raw material. 
machinery, food, ~Js, etc., employed in production. After 
a well regulated paper money is established, these can neither 
be increased nor diminished by the operations of banking. If, 
then, the state were to mue the paper money of the country, 
although it should never discount .. bill, or lend one shilling to 
the publiC; there would be no alteration in the amount of trade; 
for we should have the same quantity of raw materials, of 
machinery, food, and ships; and it is probable, too, that the 
same amount of money mit,ht be lent, not always at 5 per cent., 
indeed, a rate fixed by law, when that might be under, the 
market rate, but at 6, 7, or 8 per cent., the result of the fair 
competition in the market between the lenders and the 
borrowers. 
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~dam Smith speaks of the advantages derived by merchants 

from the superiority of the Scotch mode of affording accom­
modation to trade over the English mode, by mean. of cash 
accounts. These cash accounts are credits given by the Scotch 
banker to his customers, in addition to the bills which he ciis­
counts for them; but as the banker, in proportion as he advances 
money and sends it into circulation in one way, is debarred from 
issuing so much in the other, it is difficult to perceive in what 
the advantage consists. If the whole circulation will bear only 
one million of paper, one million only will be circulated i and it 
can be of no real importance either to the banker or merchant 
whether the whole be issued in discounting hjlls, or a part be so 
issued, and the remainder be issued by means of these cash 
accounts. 

It may perhaps be necessary to say a few words on the subject 
of the two metals, gold and silver, ",hich are employed ill 
currency, particularly as this question appears to perplex, in 
many people's minds, the plain and simple principles of cur­
rency. It In England," says Dr. Smith, It gold was not con­
sidered as a legal tender for a long time after it was coined into 
money. The proportion bet~een the values of gold and silver 
money was not fixed by any public law or proclamation, but was 
left to be settled by the market. If a debtor offered payment 
in gold, the creditor might either reject such payment alto­
gether, or accept of it at such a valuation of the gold as he and 
his debtor could agree upon." 

In this state of things it is evident that a guinea might some­
times pass for 22S. or more, and sometimes for ISs. or -less, 
depending entirely on the alteration in 'the relative market 
value of gold and silver. All the variations, too, in the value 
of gold, as wen as in the value of silver, would be rated in the 
gold coin-it would appear as if silver was invariable, and as 
if gold only was subject to rise and fall Thus, although a guinea 
passed for 22S. instead of 18s., gold might not have varied in 
value; the variation might have been wholly conJined to the 
silver, and therefore 22S. might have been of DO more value than 
18s. were before. And, on the contrary, the whole variation 
might have been in the gold; a guinea which was worth ISs. 
might have risen to the value of 22S., ' 

If, now, we suppose this silver currency to be debased by 
clipping, and also increased in quantity, a guinea might pass 
for JOS... for the silver in 3OS. of such debased money might be 
of no more value than the gold in one guinea. By restoring the 
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lilver turrency to its Mint value, silver money would rise; but 
it would appear as if gold fell, for a guinea would probably be 
of no more value than Zl of such good shillings. 

If now gold be also made a legal tender, and every debtor be 
at liberty to discharge a debt by the payment of 420 shillings, 
or twenty guineas for every £21 that he owes, he will pay in one 
or the other according as he can most cheaply discharge his 
debt. If with five quarters of wheat he can procure as much 
gold bullion as the Mint will coin into twenty guineas, and for 
the same wheat as much silver bullion as the Mint will coin for 
him into 430 shillings, he will prefer paying in silver, because 
he would be a gainer of ten shillings by so paying his debt. But 
if, on the contrary, he could obtain with this wheat as much 
gold as would be coined into twenty guineas and a half, and as 
much silver only as would coin into 420 shillings, he would 
naturally prefer paying his debt in gold. If the quantity of 
gold which he could procure could be coined only into twenty 
guineas, and the quantity of silver into 420 shillings, it would 
be a matter of perfect indifference to him in which money, 
.ilver or gold, it was that he paid his debt. It is DOt, then, a 
matter of chance; it is not because gold is better fitted for 
carrying on the circulation of a rich country that gold is ever 
preferred for the purpose of paying debts, but limply because 
It is the interest of the debtor so to pay them. 

During a long period previous to 1197, the year of the restric­
tion on the Bank I?ayments in coin, gold was so cheap, compared 
with silver, that It suited the Bank of England, and all other 
debtors, to purchase gold in the market, and not silver, for the 
purpose of carrying it to the Mint to be coined, as they could in 
that coined metal more cheaply discharge their debts. The 
silver currency was, during a great part of this period, very 
much debased; but it existed in a degree of scarcity, and 
therefore, on the principle which I have before,explained, it 
never sunk in its current value. Though so debased, it was 
still the interest ~f debtors to pay in the gold coin. If, indeed, 
the quantity of this debased silver coin had been enormously 
great, or if the Mint had issued such debased pieces, it might 
have been the interest of debtors to pay in this debased 
money; but its quantity was limited, and It sustained its value, 
and, therefore, gold was in practice the real standard of 
currency. 

That it was so is nowhere denied; but it has been' contended 
that it was made so by the law, which declared that silver should 
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not be a legal tender for any debt exceeding £'5, unless by 
weight, according to the Mint standard. 

But this law did not prevent any debtor from paying his debt, 
however large its amount, in silver currency fresh from the 
Mint; that the debtor did not pay in this metal was not a 
matter of chance nor a matter of compulsion, but wholly the 
effect of choice; it did not suit him to take silver to the Mint, 
it did suit him to take gold thither. It is probable that if the 
quantity of this debased silver in circulation had been enor­
mously great, and also a legal tender, that a guinea would have 
been again worth thirty shillings; but it would have been the 
debased shilling that would have fallen in value, aild not the 
guinea that had risen. 

It appears, then, that whilst each ot the two metab was 
equally a legal tender for debts of any amount, we were subject 
to a cons.tant change in the principal standard measure of value. 
It would sometimes be gold, sometimes silver, depending 
entirely on the variations in the relative value of the two metals; 
and at such times the metal which was not the standard would 
be melted and withdrawn from circulation, as its value would 
be greater in bullion than in coin. . This was an inconvenience 
which it was highly desirable should be remedied; but so slow 
is the progress of improvement that, although it had been 
unanswerably demonstrated by Mr. Locke, and bad been 
noticed by all writers on the subject of money since his day, 
a better system was never adopted till the session of Parliament 
1816, when it was enacted that gold only should be & legal 
tender for any sum exceeding forty shillings. 

Dr. Smith does' not appear to have been quite aware of the 
effect of employing two metals as currency, and both a legal 
tender for debts of any amountj for he says that" in reality, 
during the continuance of anyone regulated proportion between 
the respective values of the different metals in .coin, the vallre 
of the most precious metal regulates the value of the whole coin." 
Because gold was in his day the medium in which it suited 
debtors to pay their debts, he thought that it had some inherent 
quality by which it did then, and always would, regulate the 
value of silver coin. 

On the reformation of the gold coin in 1774, a new guinea 
fresh from the Mint would exchange for only twenty-one deballed 
shillings; but in the reign of King William, when the silver 
coin was in precisely the same condition, a guinea also new and 
fresh from the Mint would exchange for thirty shillings. On 
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this Mr. Buchanan observes, ., here, then, is a most singular 
fact, of which the common theories of currency offer no account i 
the guinea exchanging at one time for thirty shillings, its 
intrinsic worth in a debased silver currency, and afterwards the 
same guinea exchanged for only twenty-one of those debased 
lbillings. It is clear that lOme great change must have inter- . 
vened in the state of the currency between these two different 
pedods, of which Dr. Smith's hypothesis offers no explanation." 

It appears to me that the difficulty may be very simply solved 
by referring this different state of the value of the guinea at the 
two periods mentioned to the different quanti/ie. of debased 
lilver currency in circulation. In King William's reign gold 
was not a legal tender; it passed only at a conventional value. 
All the large payments were probably made in silver, particu­
larly as paper currency and the operations of banking were then 
IJttle understood. The quantity of this debased silver money 
exceeded the quantity of silver money which would have been 
maintained in circulation if nothing but undebased money had 
been in use; and, consequently, it was depreciated as well as 
debased. But in the succeeding period, when gold was a legal 
tendeJ', when bank notes also were used in effecting payments, 
the quantity of debased silver money did not exceed the quantity 
01 silver coin fresh from the Mint wbich would have circulated 
if there had been no debased silver money; hence, though the 
money was debased it was not depreciated. Mr. Buchanan's 
explanation is somewhat different; he thinks that a subsidiary 
currency is not liable to depreciation, but that the main currency 
is. In King William's reign silver was the main currency, 
and hence was liable to depreciation. In 1774 it was a sub­
.idiary currency, and, therefore, maintained its value. Depre­
ciation, however, does not depend on a currency being the 
subsidiary or th~ main currency, it depends wholly on its being 
in excess of quantity.1 

• It has lately t-m cootende4 io l'arliament by Lard Lauderdale that, 
.nIb tbe Histms Mint regujaliao, tbe Bank CDuld Dot pay their notes in 
'p<de, beeau ... tbe relative value of the two metals ia ouch that It would 
be f<w tbe mterest of aU debtors to pay tbeir debts with silver aad Dot 
",ilb gold eom, wbile tbe law gives a po_ to all tbe creditors of the 
lianlt to demand SOld in excliange f<w Bank Dotes. This sold, his lordship 
tblnks, could be ptOIltably .. "po.rted, aod If SO, be cootends tbat the Bank, 
to k~p a supply. will be obl~ to buy gold constantly at a ptemium 
and .... n it at par. It every otb.,.. debtor eould pay io silvu, Lord Lauder­
dAle would be right; hut he cannot do ... if Ills debt nllt"ed 401. Th .. , 
tben. would limit the amoWlt of silver c:oln in ciIculalion (if g~nt 
had _ ,..!JerYed to It ... lf tbe power to stop the t()in~ of that _tal 
wbeaewr t~ might think it expedient); becall1ie if too lI1uch silvw ...... 
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To a moderate seignorage on the coinage of monty there! 

cannot be much objection, particularly on that currency which, 
is to effect the smaller payments. Money is generally enhanced I 
in value to the full amount of the seignorage, and, therefore, i~ 
is a tax whi!;:h in no way affects those who pay it, while the­
quantity of money is not in excess. It must, however, be 
remarked that in a country where a paper currency is estab-: 
lished, although the issuers of such paper should be liable to! 
pay it in 'specie on the demand of the holder, still, both their; 
notes and the coin might be depreciated to the full amount of 
the seignorage on that coin, which is alone the le~al tender, 
before the check, which limits the circulation of paper, would 
operate. If the seignorage of gold coin were S per cent. for 
instance, the currency, by an abundant issue of bank notes, 
might be really depreciated S per cent. before it would be the 
interest of the holders to demand coin for the purpose of melting 
it into bullion; a depreciation to which we should never be 
exposed if either there was no seignorage on the gold coin or, 
if a seignorage were allowed, the holders of bank notes might 
demand bullion, and not coin, in exchange for them, at the 
Mint price of £3 17$. loid. Unless, then, the Bank should be 
obliged to pay their notes in bullion or coin. at the will of the" 
holder, the late law which allows a seignorage of 6 per cent., or 
fourpence per oz., on the silver coin, but which directs that gold 
shall be coined by the Mint without any charge whatever, is 
perhaps the most proper, as it will most effectually prevent any 
unnecessary variation of the currency. ., 
coined It would sink in relative value to gold. and DO man would aceept It 
in payment for a debt exceeding 4M •• unless a compensation were made 
for its lower value. To pay a debt of llOO, 100 soveuign~, or bank n"t..-' 
to the aDlount of lloo, would be necessary. but [lOS in Sliver 00tD mignt 
be required if there were too much silveT in c:ireUlation. Thens are, then, 
two cheeks against an excessive -quantity of silver coin; lim, the din'et 
cheek which government may at any tinle interpose to prevent more from 
being coined; ~d1y, no motive of interest would lead an., one to take 
silver to tbe Mint, if he might do 50, for if it were coined. it wQuld not pus. 
cunent· at its Jllint but ouly at its macket value. 
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ON THlI: COMPARATIVlI: VALUE OJ' GOLD, CORN, AND LABOUR 

IN RICH AND POOR, COUNTRIES, 

II GOLD and silver, like all other commodities," says Adam 
Smith, II naturally seek the market where the best price is given 
for them; and the best price is commonly given for everything 
in the country which can best afford it. Labour, it must be 
remembered, IS the ultimate price which is paid for everything; 
and in countries where labour is equally well rewarded, the 
money price of labour will be in proportion to that of the sub­
sistence of the labourer. But gold and silver will naturally 
exchange for a greater quantity of subsistence in a rich -than in 
a poor country; in a country which abounds with subsistence, 
than in one which is but indifferently supplied with it:' 

But com is a commodity, as well as gold, silver, and other 
things; if all commodities, therefore, have a high exchangeable 
value in a rich country, com must not be excepted; and hence 
we might correctly say that com exchanged for a great deal of 
money because it was dear, and that money, too, exchanged 
for a great deal of com because that also was dear; which is to 
assert that com is dear and cheap at the same time. No point 
in political economy can be better established than that a rich 
country is prevented from increasing in population, in the same 
ratio as a poor country, by the progressive difficulty of providing 
food. That difficulty must necessarily raise the relative price 
of food and give encouragement to its importation. How then 
can money, or gold and silver, exchan~ for more com in ricb, 
than in poor, countries? It is only in nch countries, where com 
is dear, that landholders induce the legislature to prohibit the 
importation of com. Who ever heard of a law to prevent the 
importation of raw produce in America or Poland?-Nature 
has effectually precluded its importation by the comparative 
facility of its production in those countries. 

How, then, can it be true that, " if you except com, and such 
<lther vegetables as are raised altogether by human industry, 
all other sorts of rude produce-cattle, poultry, game of all 
kinds, the useful fossils and minerals of the c;arth. etc., naturally 
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grow dearer as the so~i~ty advances." '\vhy should com l&J 
vegetables alone be excepted? Dr. Smith's error, througho 
his whole work, lies in supposing that the value of com' 
constant; that though the value of all other things may, tl 
value of com never can, be raised. Com, according to hil 
is always of the same value, because it will always feed the S'U 

number of people. In the same manner, it might be slUd tb 
cloth is always of the same value, because it will always ma 
the same number of coats. What can value have to do wi 
the power of feeding and clothing? ~ 

Corn, like every other commodity, ha.'J in every country 
natural price, viz. that price which is necessary to its productic 
and without which it could not be cultivated: it is this prj 
which governs its market price, and which dl!1ermines t 
expediency of exporting it to foreign countries. If the imp< 
tation of com were prohibited in England, its natural pr: 
might rise to £6 per quarter in England, whilst it was only 
half that price in France. If at this time the prohibition 
importation were removed, corn would fall in the Engli 
market, not to a price between £6 and £3, but ultimately a, 
permanently to the natural price of France, the price at whi 
it could be furnished to the English market and afford the uS! 
and ordinary profits of stock in France; and it would reInt' 
at this price whether England consumed a hundred thousa 
or a miUion of quarters. If the demand of England were j 

the latter quantity, it is probable that, owing to the neccsSJ 
under which France would be of- having recourse to land oj 
worse quality, to furnish this large supply, the natural pr 
would rise in France; and this would of course affect also t 
price of com in England. All that I contend for is, that it 
the natural price of commodities in the exporting count 
which ultimately regulates the prices at which they shall be so 
if they are not the objects of monopoly in the importing count 

But Dr. Smith, who has so ably supported the doctrine 
the natural price of commodities ultimately ~lating th 
market price, has supposed a case in which he thinks that 1 
market price would not be regulated either by the natural pr 
of the exporting or of the importing country: .. Diminish 1 
real opulence either of Holland or the territory of Genoa," 
says, .. while the number of their inhabitants remains the san 
diminish their power of supplying themselves from dim 
countries, and the price of corn, instead of sinking with tl 
diminution in the quantity of their silver which must neces581 
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accompany this declension, either as its cause or as its efiect, 
will rise to the price of a famine." 

To me it appears that the very reverse would take place: the 
diminished power of the Dutch or Genoese to purchase generally 
might depress the price of com {or a time below its natura! price 
in the country from which it was exported, as well as in the 
countries in which it was imported; but it is quite impossible 
that it could ever raise it above that price. It is only by increas­
ing the opulence of the Dutch and Genoese that you could 
increase the demand, and raise the price of com above its former 
price; and that would take place only (or a very limited time, 
unless new difficulties should arise in obtaining the supply. 

Dr. Smith further observes on this subject: .. When we are in 
'Want of necessaries we must part with all superfluities, of which 
the value, as it rises in times of opulence and prosperity, 50 it 
sinks in times of poverty and distress." This is undoubtedly true; 
but be continues, .. it IS otherwise with necessaries. Their real 
price, the quantity of labour which they can purchase or com­
mand, rises in times of poverty and distress, and sinks in times 
of opulence and prosperity, which are always times of great 
abundance, for they could not otherwise be times of opulence 
and prosperity. Com is a necessary, silver is only a superfluity." 

Two propositions are here advanced which have no connection 
with each other; one, that under the circumstances supposed, 
com would command more labour, which is not disputed; the 
other, that com would sell at a higher money price, that it would 
exchange for more silver; this I contend to be erroneous. It 
might be true if com were at the same time scarc~i( the usual 
supply had not bt-en furnished. But in this case it is abundant; 
it is not pretended that a less quantity than usual is imported, 
or that more is required. To purchase com, the Dutch or 
Genoese want money. and to obtain this money they are 
obliged to sell their superfluities. It is the market value and 
price of these superfluities which falls, and money appears to 
rise 85 compared with them. But this will not tend to increase 
the demand for com, nor to lower the value of money, the only 
two causes which can raise the price of com. Money, from a 
want of credit, and from other causes, may be in great demand, 
IUld consequently dear, comparatively with com; but 00 DO 

just principle can it be maintained that under such circum­
stances money 'Would be cheap and. therefore. that the price 
of com would rbe. 

When we speak of the high or low value of gold. silver. Of an1 



Political Economy 
other commodity' in different countries, we ,should always 
mention some medium in which we are estimating them, or no 
idea can be attached to the proposition. Thus, when gold is 
said to be dearer in England than in Spain, if no commodity is 
mentioned, what notion does the assertion convey? If com, 
olives, oil, wine, and wool be at a cheaper price in Spain than 
,in England, estimated in those commodities gold is dearer in 
Spain. If, again, hardware, sugar, cloth, etc., be at a lower 
price in England than in Spain, then, estimated in those com~ 
modities, gold is dearer in England. Thus gold appears dearer 
or cheaper in Spain as the fancy of the observer may fix on 
the medium by which he estimates its value. Adam Smith, 
having stamped com and labour as a universal measure of value, 
would naturally estimate the comparative value of gold by thlt 
quantity of those two objects for which it would exchange: and, 
accordingly, when he speaks of the comparative value of gold 
in two countries, I understand him to mean its value estimated 
in com and labour. 

But we have seen that, estimated in com, gold may be of very 
different value in two countries. I have endeavoured to shoW' 
that it will be low in rich countries and high in poor countries j 
Adam Smith is of a different opinion: he thinks that the value 
of gold, estimated in com, is highest in rich countries. But 
without further examining which of these opinions is correct, 
either. of them is sufficient to show that gold will not'necessarily 
be lower in those countries which are in possession of the mines, 
though this is a proposition maintained by Adam Smith. 
Suppose England to be possessed of the mines, and AdaIn 
Smith's opinion, that gold is of the greatest value in rich coun" 
tries, to be correct: although gold would naturally floW' from 
England to all other countries in exchange for their goods, it: 
would not follow that gold was necessarily lower in England, 
as compared with com and labour, than in those countries. In 
another place, however, Adam Smith speaks of the precious 
metals being necessarily lower in Spain and Portugal than in 
other parts of Europe, because those countries happen to be 
almost the exclusive possessors of the mines which produce 
them. •• Poland, where the feudal system still continues to 
take place, is at this day as beggarly & country as it was before 
the discovery of America. Tiu money price of cOrn, luntiroer, 
has risen; THE REAL VALUE OF THE PJlEClOUS METALS BAS 
FALLEN in Poland in the same manner as in other parts of 
Europe. Their quantity, therefore, must have increased there 
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as in other places, and nearly in th, sam, proportion 10 the annual 
produce of 'hi land and labour. This increase of the quantity 
of those metals, however, h,u not; it seems, increased that annual 
produce; has neith;:t improved the manufactures and agricul­
ture of the country, nor mended the circumstances of its in­
habitants. Spain and Portugal, the countries which possess 
the mines, are, after Poland, perhaps the two most beggarly 
countries in Europe. The value of the precious metals, how­
ever, mu~t b, lower in Spain and Portugal than in any other 
parts of Europe, loaded not only with a freight and insurance, 
but with the expense of smuggling, their exportation being either 
prohibited or subjected to a duty. In proportion 10 'hi annual 
produe, of the land antllabour, therefor" their quantity must be 
Vealer in those countries than in any other part of Europe: 
those countries, however, are poorer than the greater part of 
Europe. Though the feudal system has been abolished in Spain 
and Portugal, it has not been succeeded by a much better." 

Dr. Smith's argument appears to me to be this: Gold, when 
estimated in com, is cheaper in Spain than in other countries, 
and the proof of this is not that com is given by other countries 
to Spain for gold, but that cloth, sugar, hardware, are by those 
countries given in exchange for that metal. 



CHAPTER XXIX 

TAXES PAID BY TilE PRODUCER 

M. SAY greatly magnifies the inconveniences which result if 
a tax on a manufactured commodity is levied at an early, 
rather than at a late, period of its manufacture. The manu­
facturers, he observes, through whose hands the commodity 
may successively pass, must employ greater funds in consequence 
of having to advance the tax, which is often attended with 
considerable difficulty to a manufacturer of very limited capital 
and credit. To this observation no objection can be made. 

Another inconvenience on which he dwells is that, in con­
sequence of the advance of the tax, the profits on the advance 
also must be charged to the consumer, and that this additional 
tax is one from which the treasury derives no advantage. 

In this latter objection I cannot agree with M. Say .. The 
state, we will suppose, wants to raise immediately £1000, and 
levies it on a manufacturer, who will not for a twelvemonth be 
able to charge it to the consumer on his finished commodity. 
In consequence of such delay, he is ol;lliged to charge for his 
commodity an additional price, not only of £1000, the amount 
of the tax, but probably of ilIOO, £100 being for interest on 
the £tooo advanced. But in return for this additional £too 
paid by the consumer, he has a real benefit, inasmuch as I.i, 
payment of the tax which government required immediately, 
and which he must finally pay, has been postponed for a year; 
an opportunity, therefore, has been afforded to him of lending 
to the manufacturer who had occasion for it the £Xooo, at 10 per 
cent., or at any other rate of interest which might be agreed 
upon. Eleven hundred pounds, payable at the end of one year, 
when money is at 10 per cent. interest, is of no more value than 
£1000 to be paid immediately. If government delayed receiving 
the tax for one year till the manufacture of the commodity was 
completed, it w:ould perhaps be obliged to L<:sue an exchequer 
bill bearing interest, and it would pay as much for interest a, 
the consumer would save in price, excepting, indeed, tl~t 
portion of the price which the manufacturer might be enabled, 
in consequence of the ta.'C. to add to his own real gains. If {vr 
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the interest of the exchequer bill government would pay 5 per 
cent., a tax of £50 is saved by not issuing it. If the manu­
facturer borrowed the additional capital at 5 per cent., and 
charged the consumer 10 per cent., he also will have gained 
5 per cent. on hill advance, over and above his usual profits, 
50 that the manufacturer and government together gain or 
save precisely the sum which the consumer pays. 

M. Simonde, in his excellent work, De la Richesse Commef'ciau, 
following the same line of argument as M. Say, has calculated 
that a tax of 4000 francs, paid originally by a manufacturer, 
whose profits were at the moderate rate of 10 per cent., would, 
if the commodity manufactured only passed through the bands 
of five different persons, be raised to the consumer to the sum 
of 6734 francs. This calculation proceeds on the supposition 
that he who first advanced the tax would receive from the next 
manufacturer 4400 francs, and he again from the next. 4B40 
francs; so that at each step 10 per cent. on its value would be 
added to it. This is to suppose that the value of the tax would 
be accumulating at compound interest; not at the rate of 10 

per cent. per annum, but at an absolute rate of 10 per cent. at 
every step of its progress. This opinion of M. de Sirnonde 
would be correct if five years elapsed between the first advance 
of the tax and the sale of the taxed commodity to the con­
sumer; but if one year only elapsed, a renmneration of 400 
francs, instead of 2734, would give a profit at the rate of 10 per 
cent. per annum to all who had contributed to the advance of 
the tax, whether the commodity had passed through the bands 
of fi ve manufacturers or fiI ty. 



CHAPTER XXX 

ON Till!: INFLUENCE OJ' DEMAND AND SUPPLY ON PRICES 

IT is the cost of production which must ultimately regulate t.he 
price of commodities, and not, as has been often said, the pro­
portion between the supply and demand: the proportion 
between supply and demand may, indeed, for a time, affect the 
market value of a commodity, until it is supplied in greater or 
less abundance, according as the demand may have increa~ed 
or diminished; but this effect will be only of temporary duration. 

Diminish the cost of production of hats, and tlleir price will 
ultimately fall to their new natural price, although the demand 
should be doubled, trebled, or quadrupled. Diminish the cost 
of subsistence of men, by diminishing the natural price of the 
food and clothing by which life is sustained, and wages will 
ultimately fall, notwithstanding that the demand for labourers 
may very greatly increase. 

The opinion that the price of commodities depends solely on 
the proportion of supply to demand, or demand to supply, has 
become almost an axiom in political economy, and has been 
the source of much error in that science. It is this opinion 
which has made Mr. Buchanan maintain that wages are not 
influenced by a rise or fall in the price of provisions, but solely 
by the demand and supply of labour; and that a' tax on the 
wages of labour would not raise wages, because it would not 
alter the proportion of the demand of labourers to the supply. 

The demand for a commodity.cannot be said to increase it 
no additional quantity of it be purchased or consumed; and yet 
under such circumstances its money value may rise. Thus, if 
the value of money were to faU, the price of every commodity 
would rise, for' each of the competitors would be willing to spend 
more money than before OD its purchase; but though its price 
rose 10 or 20 per cent., if no more were bought than before, it 
would not, I apprehend, be admissible to say that the variation 
jn the price of the commodity was caused by the increased 
demand for it. Its natural price, its money cost of production, 
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would be really altered by the altered value of money; and 
without any increase of demand, the price of the commodity 
would be naturally adjusted to that new value . 

.. We have seen," says M. Say, "that the cost of production 
determines the lowest price to which things can fall: the price 
below which they cannot remain for any length of time, because 
production would then be either entirely stopped or diminished." 
Vol. ii. p. 26. 

He afterwards says that the demand for gold having increased 
in a still greater proportion than the supply, since the discovery 
of the mines, .. its price in goods, instead of falling in the pro­
portion of ten to one, feU only in the proportion of four to one j " 

that is to say, instead of falling in proportion as its natural 
price bad fallen, feU in proportion as the supply exceeded the 
demand.'-" The "aZUl of nltry commodity rises alw"y, in 4 

di,ed ,,,tio to tJu Umtmd, ,,714 in "n i_" ,4lio to tJu supply." 
The same opinion is expressed by the Earl of Lauderdale • 
.. With respect to the variations in value, of which everything 

valuable is susceptible, if we could for a moment suppose that 
any substance possessed intrinsic and lixed value, 10 as to render 
an assumed quantity of it constantly, under aU circumstances, 
of an equal value, then the degree of value of all things, ascer­
tained by such a fixed standard, _ould vary according to the 
proportion bltwi:ct tJu fJI44"tity of tJum. and the demand for them, 
and every commodity would, of course, be subject to a variation 
in its value, from four difierent circumstances: 

J. II It would be subject to an increase of its value, from a 
diminution of its quantity. 

2 ... To a diminution of its value, from an augmentation of 
its quantity. . 

3. "It might suffer an augmentation in its value, from the 
circumstance of an increased demand. 

4. H Its value might be diminished by a failure of demand • 
.. As it will, however, clearly appear that no commodity can 

possess fixed and intrinsic value, so as to qualify it fer a measure 
of the value of other commod ities, mankind are induced to select, 
as a practical measure of value, that which appears the least 

l If. with the quantity of ROId and oilwr .. hleb actually exist .. these 
metals 001)1' -"ed tor the manufacture of uteJWls and ornaments, they 
would he abundant, and would be much cheap« thaa they are at plfteDt: 
in other word .. in excban!ling them foe" an,. oth« speaes of goods, we 
should be obliged to !Ii"" proportionally a ~ater quantity of tbem. But 
as a Jar!!" quantity of the. .... metals IS uSftl lor moo."., and as this portion 
Is uSftllor no other pnrpooe. there ",mai ... ~ to be emplo)l'ed in furniture 
and ,.,wdIery; DOW this oeardt, adds to their value.-5a,., ..,., Ii. p. 316. 
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liable to any of tt,ese four sources of variations, ffJkicA 4" thl IOU 

eauses of alteration of value. 
" V. hen, in common language, therefore. we express the fJalue 

of a.ny commodity, it may vary at one period from wha.t it is at 
another, irt consequence of eight different contingencies:-

I ... From the four circumstances above stated, in relation to 
the commodity of which we mean to express the value. 

2. II From the same four circumstances, in relation to the 
commodity we have adopted as .. measure of value." I 

Thill is true of monopolised commodities, and, indeed, of the 
market price of all other commodities for a limited period. If 
the demand for hats should be doubled, the price would imme­
diately rise, but that rise would be only temporary, unless the 
cost of production of hats or their natural price were raised. 
If the natural price of bread should fall 50 per cent. from some 
great discovery in the science of agriculture, the demand would 
not greatly increase, fIJr no man would desire more than would 
satisfy his wants, and as the demand would not increase, neither 
would the supply; for a commodity is not supplied merely 
because it can be produced, but because there is a demand for 
it. Here, then, we have a case where the supply and demand 
have scarcely varied, or, if they have increased, they have 
increased in the same proportion; and yet the price of bread 
will have fallen 50 per cent., at a time, too, wben the value of 
money had continued invariable. 

Commodities which are monopolised, either by an individual 
or by a company, vary aceording to the law which Lord Lauder­
dale bas laid down: they fall in proportion as the sellers augment 
their quantity, and rise in proportion to the eagerness of tile 
buyers to purchase them; their price has no necessary connec­
tion with their natural.value: but the prices of commodities 
vrhich are subject to competition, and whose quantity may be 
increased in any moderate degree, will ultimately depend, not 
on the state of demand and supply, but on the increased or 
d.iminished cost of their production. 

. I All IN{llWy WlI 'M NtIIvr, MUl Origi,. oj PubIU: WMiltA. p. 1:,. 



OIAPTER XXXI 

Ol'f MACHINERY 

II'f the present chapter I shall enter into som~ inquiry respecting 
the influence of machinery on the interests of the different 
classes of society, a subject of great importance, and one which 
appean never to have betn investigated in a manner to lead to 
any certain or satisfactory results. It is more incumbent on 
me to declare my opinion on this question, because they have, 
on further reflection, undergone a considerable change; and 
although I am not aware that I have ever published anything 
respecting machinery which it is necessary for me to retract, 
yet I have in other ways given my support to doctrines which 
I now think erroneous; it therefore becomes a duty in me to 
submit my present views to examination, with my reasons for 
entertaining them. . 

Ever since I first turned my attention~stions of political 
economy, I have been of opinion that such an application of 
machinery to any branch of production as should have the effect 
of saving labour was a general ~ood, accompanied only with 
that portion of inconvenience which in most cases attends the 
removal of capital and labour from one employment to another. 
It appeared to me that, provided the landlords had the same 
money rents, they would be benefited by the reduction in the 
prices of some of the commodities on which those rents were 
expended, and which reduction of price could .not fail to be the 
ronsequence of the employment of machinery. The capitalist, 
I thought, was eventually benefited precisely in the same 
manner. He, indeed, who made the discovery of the machine, 
or who first usefully applied it, would enjoy an additional 
advantage by making great profits for a time; but, in proportion 
as the machine came into general use, the price of the commodity 
produced would, from the effects of competition, sink to its cost 
of production, when the capitalist would get the same money 
profits as before, and he would only participate in the general 
advantage as a ronsumer, by being enabled, with the same 
money revenue, to command an additional quantity of comforts 
and t'njoyments. The class of labourers I!lw, I wought, was 
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equally benefited by the use of macbinery, as they would have 
the means of buying more commodities with the same money 
wages, and I thought that no 'reduction of wages would take 
place because the capitalist would have th.e power of demanding 
and employing the same quantity of labour as before, although 
he might be under the necessity of employing it in the pro­
duction of a new or, at any rate, of a different commodity. 
If, by improved machinery, with the employment of the same 
quantity.of labour, the quantity of stockings could be quad­
rupled, and the demand for stockings were only doubled, lome 
labourers would necessarily be discharged from the stocking 
trade j but as the capital which employed them was still in 
being, and as it was the interest of those who had it to employ 
it productively, it appeared to me that it would be employed 
on the production of some other commodity useful to the society, 
for which there could not fail to be a demand j for I was, and am, 
deeply impressed with the truth of the observation of Adam 
Smith~ that. " the desire for food is limited in every man by the 
narrow capacity of the human stomach, but the desire of the 
conveniences and ornaments of building, dress, equipage, and 
household furniture, seems to have no limit or certain boundary." 
A1l, then, it appeared to me that there ·would be the same demand 
for labour as before, and that wages would be no lower, I thought 
that the labouring class would, equally with the other classes, 
participate in the advantage, from the general cheapness of 
commodities arising from the use of machinery. 

These were my opinions, and they continue unaltered, as far 
as regards the landlord and the capitalist; but I am convinced 
that the substitution of machinery for human labour is often 
very injurious to the interests of the class of labourers. 

My mistake arose from the supposition that whenever the 
net income of a society increased, its gross income would also 
increase; I now, however, see reason to be satisfied that the 
one fund, from which landlords and capitalists derive their 
revenue, may increase, while the other, that upon which the 
labouring class mainly depend, .may diminish, and therefore it 
follows. if I am right, that the same cause which may increase 
the"net revenue of the country may at the ~ame time render 
the population redundant, and deteriorate the condition of the 
labourer. . 

A capitalist, we will suppose, employs a capital of the value of 
{,20,000, and that he carries on the joint business of a farmer 
and a manufacturer of necessaries. We will further suppose 
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that £7000 of this capital is invested in fixed C8.pi~r, viz. in 
bUlldmgs, implements, etc., etc., and that the remammg £x 3,000 
is employed as circulating capital in the support of labour. 
Let us suppose, too, that profits are 10 per cent., and conse­
quently that the capitalist's ca{lital is every year put into its 
original state of efficiency and Yields a profit of £2000. 

Each year the capitalist be~ his operations by having food 
and necessaries in his possessIOn of the value of £13,000, all of 
which he sells in the course of the year to his own workmen for 
that sum of money, and, during the ~ame period, he pays them 
the like amount of money for wages: at the end of the year 
they replace in his possession lood and necessaries of the value 
of £15,000, £2000 of which he consumes himself, or disposes of 
as may best suit his pleasure and gratification. As far as these 
products are concerned, the gross produce for that year is 
!Is,ooo, and the net produce £2000. Suppose, now, that the 
following year the capitalist employs half his men in constructing 
a machine, and the other half in producing food and necessaries 
as usual. During that year he would pay the sum of £13,000 
in wages as usual, and would sell food and necessaries to the 
bliffie amount to his workmen; but what would be the case the 
following year? 

While the machine was being made, only one-half of the usual 
quantity of food and necessaries would be obtained, and they 
would be only one-half the value of the quantity which was 
produced before. The machine would be worth £7 500, and 
the food and necessaries £7500, and, therefore, the capital of 
the capitalist would be as ~eat as before; for he would have, 
besides these two values, hIS fixed capital worth £7000, making 
in the whole £20,000 capital, and [2000 profit. After deducting 
this latter sum for his own expenses, he would have a no lVCater 
circulating capital than £5s00 with which to carry on hIS sub­
sequent operations; and, therefore, his means of employing 
labour would be reduced in the proportion of £13,000 to £5500, 
and, consequently, all the labour which was before employed 
by £7500 would become redundant. . 

The reduced quantity of labour which the capitalist can 
employ, must, indeed, with the assistance of the machine, and 
after deductions for its repairs, prod\lce a value equal to £7500, 
it must replace the circulating capital with a profit of [2000 on 
the whole capital; but if this be done, if the net income be not 
diminished, of what importance is it to the capitalist whether the 
gross income be of the value of £3000, of £10,000, orof [.Is,ooo? 
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In this case, then, although the net produce will not be 

diminished in value, although its power of purchasing com­
modities may be greatly increased, the gross produce will have 
:alle!} from &. value of £15,000 to a value of £7500; and 8.'1 
the }J~wer of supporting a population, and employing labour, 
depends always on the gross produce of a nation, and not on 
its net produce, there will necessarily be & diminution in the 
dema6.d for labour, population will become redundant, and the 
situf.<tion of the labouring classes will be that of distress and 
poverty. 

As, however, the power of saving from revenue to add to 
capital must depend on the efficiency of the net revenue, to 
satisfy. the wants of the capitalist, it could not fail to follow 
from the reduction in the price of commodities consequent on 
the introduction of machinery that with the same wants he 
would have increased means of saving-increased facility of 
transferrin$ revenue into capital. But with every increase of 
capital he would employ more labourers; and, therefore, a 
portion of the people thrown out of work in the first instance 
would be subsequently employed; and if the increased produc­
tion, in 'consequence of the employment of the machine, was so 
great as to affr>rd, in the shape of net produce, as great a quantity 
of food and necessaries as existed before in the form of gross 
produce, there would be the same ability to employ the whole 
popul?otion, and, therefore, there would not necessarily be any 
redundancy of people. 

All I wish to prove is that the discovery and use of machinery 
may be attended with a diminution of gross produce; and 
whenever that is the case, it will be injurious to the labouring 
class, as some of their number will be thrown out of employ­
ment, and population will become redundant compared with 
the funds which are to employ it. 

The case which I have supposed is the most simple that I 
could select; but it would make no difference in the result if 
we supposed that the machinery was applied to the trade of 
any manufacturer-that of a clothier, for example, or of a 
cotton manufacturer. If, in the trade of a clothier, less cloth 
would be produced after the introduction of machinery, for & 
part of that quantity which is disposed of lor the purpose of 
paying a large body of workmen would not be required by their 
employer. In consequence of using the machine, it would be 
necessary for him to r~roduce a value only equal to the value 
consumed, together With the profits on the whole capital. 
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17~oo might do this as effectually as £XS,ooo did before, the 
ca..e differing in no respect from the former instance. It may 
be said, however, that \he demand for cloth would be as great 
as before, and it may be asked from whence would this supply 
come? But by whom would the cloth be demanded? By the 
fanners and the other producers of necessaries, who employed 
their capitals in producing these necessaries as a means of obtain­
ing cloth: they gave com and neCessaries to the clothier for 
cloth, and he bestowed them on his workmen for the cloth 
~'hich their work afforded him. 

This trade would now cease j the clothier would not want the 
food and clothing, having fewer men to employ and having less 
cloth to dispose of. The farmers and others, who only pro­
duced necessaries as means to an end, could no longer obtain 
cloth by such an application of their capitals, and, therefore, 
they would either themselves employ their capitals in producing 
cloth, or would lend them to others, In order that the commodity 
really wanted might be furnished; and that for which no one 
had the means of paying, or for which there was no demand, 
might ceRSe to be produced. This, then, leads us to the same 
result; the demand for labour would diminish, and the com­
modities necessary to the support of Iabout would not be 
produced in the same abundance. 

If these views be correct, it follows, first, that the discovery 
and useful application of machinery always leads to the increase 
of the net produce of the country, although it may not, and 
will not, after an inconsiderable interval, increase the value of 
that net produce. 

Secondly, that an increase of the net produce of a country is 
compatible with a diminution of the gross produce, and that 
the motives for employing machinery are always sufficient to 
ensure its employment if it will increase the net produce, 
although it may, and frequently must, diminish both the 
quantity of the gross produce and its value. . 

Thirdly, that the opinion entertained by the labouring class, 
that the employment of machinery is frequently detrimental to 
their interests, is not founded on prejudice and error, but is 
conformable to the COlTect principles of political economy. 

Fourthly, that if the improved means of production, in conse-
quence of the use of machinery. should increase the net pMluce 
~f a country in a degree so great as not to diminish the gross 
produce (I mean always quantity of rommodities, and not 
value), then the situation of all classes will be improved. The 
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landlord and capitalist will benefit, not by an increase of rent 
and profit, but by the adVantages resulting from the expenditure 
of the same rent and profit on commodities very considerably 
reduced in value, while the situation of the labouring classes 
will also be considerably improved; First, from the increased 
demand for menial servants; secondly, from the stimulus to 
savings from revenue which such an abundant net produce wi\) 
aflord; and, thirdly, from the low price of all articles of con­
sumption on which their wages will be expended. 

Independently of the consideration of the discovery and use of 
machinery, to which our attention has been just directed, the 
labouring class have no small interest in the manner in which 
the net income of the country is expended, although it should, 
in all cases, be expended for the gratification and enjoyments 
of those who are fairly entitled to it. 

If & landlord, or a capitalist, dpends his revenue in the manner 
of an ancient baron, in the support of a great number of retainers, 
or menial servants, he will give employment to much more 
labour than if he expended it on fine clothes or costly furniture, 
on carriages, on horses, or in the purchase of any other luxuries. 

In both cases the net revenue would be the same, and so would 
be the gross revenue, but the former would be realised in dU-

. ferent commodities. If my revenue were bo,ooo, the same 
quantity nearly of productive labour would be employed 
whether I realised it m fine clothes and costly furniture, etc., 
etc., or in a quantity of food and clothing of the same value. 
If, however, I realised my revenue in the first set of commo­
dities, no more labour would be consequently employed: I 
should enjoy my furniture and my clothes, and there would be 
at} end of them; but if I realised my revenue in food and clothing~ 
and my desire was to employ menial servants, all those whom 
I could so employ with my revenue of £10,000, or with the 
food and clothing which it would purchase, would be to be added 
to the former demand for labourers, and this addition would take 
place only because I chose this mode of expending my revenue. 
As the labourers, then, are interested in the demand for labour; 
they must naturally desire that as much of the revenue as 
possible should be diverted from expenditure on luxuries to be 
expended in the support of menial servants. 
. In the same manner, a <=cuntry engaged in war, and which is 
under the necessity of maintaining large fleets and armies, 
employs a great many more men than will be employed whel1 
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the war terminates, and the annual expenses which it brings 
w'th it, cease. 

It I were not called upon for a tax of /,soo during the war, and 
which is expended on men in the situations of soldiers and sailors. 
I might probably expend that portion of my income on fumi~re, 
c:Iothes, books, etc., etc., and whether it was expended in the 
one way or in the other, there would be the same quantity of 
labour employed in production; for the food and clothing of the 
soldier and sailor would require the same amount of industry 
to produce it as the more luxurious commodities; but in the 
case of the war, there would be the additional demand for men 
as soldiers and sailors; and, consequently, a war which is sup­
ported out of the revenue, and not from the capi1:4jJ of a country, . 
IS favourable to the increase of population. 

At the termination of the war, when part of my revenue 
reverts to me, and is employed as before in the purchase of wine. 
furniture, or other luxuries, the population which it before 
supported, and which the war called into existence, will become 
redundant, and by its effect on the rest of the popalation, and its 
competition with it for employment, will sink the value of wages, 
and very materially deteriorate the condition of the labouring 
classes. . 

There is one other c:ase that should be noticed of the possibility 
of an increase in the amount of the net revenue of a country, and 
even of its gross revenue, with a diminution of demand for 
labour, and that is when the labour of horses is substituted for 
that of man. U I employed one hundred men on my farm, and 
if I found that the food bestowed on tifty of those men could 
be diverted to thtl support of horses, and afford me a greater 
return of raw produce, after allowing for the interest of the 
capital which the purchase of the horses would absorb, it would 
be advantageous to me to substitute the horses for the men; and 
I should accordingly do 11>; but this would not be for the 
interest of the men. and unless the income I obtained was so 
much increased as to enable me to employ the men as well as the 
horses, it is evident that the population would bllClOJlle redundant 
and the labourer's condition would sink in the general scale. 
It is evident he could not, under any circumstances, be employed 
in agriculture; but if the produce 01 the land were increased by 
the substitution of horses for men, he might be employed in 
manufactures, or as a menial servant. 

The statements which I have made will not, I hope, lead to the 
inference'that machinery should not be encouraged. To eluci-
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date the principle, I have been supposing that improred 
machinery is suddenly discovered and extensively used; tut 
the truth is that these discoveries are gradual, and rather 
operate in determining the employment of the capital whidl is 
saved and accumulated than in diverting capital from its, 
actual employment. 1 

With every increase of capital and population food will; 
generally rise, on account of its being more difficult to produce.! 
The consequence of a rise of food will be a rise of wages, and' 
every rise of wages will have a tendency to determine the saved 
capital in 1\ greater proportion than before to the employment 
of machinery. Machinery and labour are in constant com­
petition, and the former can frequently not be employed until 
labour rises. ' 

In America and many other countries, where the food of man, 
is easily provided, there is not nearly such great temptation to 
employ machinery as in England, where food is high and cosu 
much labour for its production. The same cause that raises 
labour does not raise the value of machines, and, therefore, 
with every augmentation of capital, a greater proportion of it is 
employed on machinery. The demand for labour will continue 
to Increase with an increase of capital, but not in proportion t4 
its increase; the ratio will necessarily be a diminishing ratio.1 

I have before observed, too, that the increase of netlncomes. 
estimated in commodities, which is always the consequence of 
improved machinery, will lead to new saving! and accumula-

1" The demand for labour depends on the increasing of dnmJatlng and 
not of tiJled capital. Were it true that the proporllon betwe<"n tb<ote two 
sorts of capital 19 the same at all times. and tn all countries. then, indet'd, 
it followy that the number of labourers employed is in proportion to til< 
the wealth of the state. But sucb a p""iuon has Qot the semblanC<' 0 1 

probabllitv. As arts are cultivated, and civilisation is ell.lend<>d, Ii"e<; 
capital bears a larller and lar~er proportIOn to circulating c. .. pilal. Th. 
amount of fiud capital emplov~d In the productIOn of II piece of Britist 
mushn is at least a hundred, probably a thousand times greater tban tba' 
f'mployed in tbe production of a simIlar pIeCe of lndtan muslw. A.od tb. 
proportIon of circulating capital employed is a hundred or II tbousan( 
tImes less. It is easy to conceive tbat. under certain cireumstanres. til< 
wbole of tbe annual savings of an industrious people might be added I, 
fix~d capital

l 
in wbich case tb"y would have uo ellect in Increa!l/Jg til, 

demand for labour."-Barton, On th~ CtmdiliofJ of ehe LabotIY;ng Classu () 
Society. page J6. 

ft is not easy. I think, to conceive that, uuder any circumstances, a 
Increase of capital should not be followed by 811 increased dem .... d ff' 
labour; the most Ibat ean be said is. that the demand will be ~ a dtmmi~l) 
ing ratio. Mr. Barton, in ths above pubhcation. has, I thmk, taken 
correct vie ... of some ot tbe efff.'cts ot an mereasin, amount of filted capit, 
on th .. rendition of tbe labouring classes. HIS essay COIltaiM roue 
Valuable information. 
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tions. These savings, it must be remembered, are annual, 
and must soon create a fund much greater than the gross revenue 
originally lost by the discovery of the machine, when the demand 
lor labour will be as great as before, and the situation of the 
people will be still further improved by the increased savings 
which the increased net revenue will still enable them to make. 

The employment of machinery could never be safely dis­
couraged in a state, for if a capital is not allowed to get the 
~eatest net revenue that the use of machinery will afford bere, 
It will be carried abroad, and this must be a much more serious 
discouragement to the demand for labour than the most exten· 
sive employment of machinery; for while a capital is employed 
in this country it must create a demand for some labour; 
machinery cannot be worked without the assistance of men, it 
cannot be made but with the contribution of their labour. By 
investing ,PIirt of a capital in improved machinery there will be 
a diminution in the progressive demand for labour; by exporting 
it to another country the demand will be wholly annihilated. 

The prices of commodities, too, are regulated by their cost of 
production. By employing improved machinery, the cost of 
production of commodities is reduced, and, consequently. you 
can afford to sen them in foreign markets at a cheaper price. 
If, however, you were to reject the use of machinery, while all 
other countries encouraged it, you would be obliged to export 
your .money, in exchange for foreign goods, till you sunk the 
natural prices of your goods to the prices of other countries. 
In making your exchanges with those countries you might give 
a commodity which cost two days' labour here for a commodity 
which cost one abroad, and this disadvantageous exchange 
would be the consequence of your own act, for the commody 
which you export, and which cost you two days' labour, would 
have cost you only one if you had not rejected the use of 
machinery, the services of which your neighbours had more 
wisely appropriated to themselVe:l. 



CHAPTER xxxn 
JIll. MALTHUS'S OPINIONS ON )tENT 

ALTHOUGH the nature of rent has in the former pages of this 
work been treated on at some length, yet I consider myself 
bound to notice some opinions on the subject which appear to 
me erroneous, and which are the more important as they are 
found in the writings of one to whom, of all men of the present 
day, some branches of economical science are the most indebted. 
Of Mr. Malthus's Essay on Population I am happy in the 
opportunity here afforded me of expressing my admiration. 
The assaults of the opponents of this great work have only 
served to prove its strength; and I am persuaded that its just 
reputation will spread with the cultivation of that science of 
which it is so eminent an ornament. Mr. l!althus, too, ha3 
satisfactorily explained the principles of rent, and showed that 
it rises or falls in proportion to the relative advantages, either 
of fertility or situation, of the different lands in cultivation, and 
has thereby thrown much light on many difficult points con­
nected with the subject of rent, which were before either un­
known or very imperfectly understood; yet he appears to me 
to have fallen into some errors which his authority makes it 
the more necessary, whilst his characteristic candour renders it 
less unpleasing, to notice. One of these errors lies in supposing 
rent to be a clear gain and a new creation of riches. 

I do not assent to all the opinions of Mr. Buchanan concerning 
rent; but with those expressed in the following passage, quoted 
from his work by Mr. Malthus, I fully agree, IUld therefore I 
must dissent from Mr. Malthus's comment on them. 

"In \is view it (rent) CIIJl form '"~ -..neral addition to the 
stock of the' community, as the t'I.' '!'plus in question is 
nothing more than a revenue traru.: .:.:d from one class to 
another; and from the mere circumstance of its thus changing 
hands, it is clear that no fund can arise out of which to pay 
taxes. The revenue which pays for the produce of the land 
exists already in the hands of those who purchase that produce; 
and if the price of subsistence were lower, it would still remain 
in their hands, where it would be just as available for taxation 
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as when, by a higher price, it is transferred to the landed 
proprietor." 

After various observations on the difference between raw 
produce and manufactured commodities, Mr. Malthus asks, .. Is 
It possible, then, with M. de Sismondi, to regard rent as the sole 
produce of labour, which has a value purely nominal, and the 
mere result of that augmentation of price which a seller obtains 
in consequence of a peculiar privilege; or, with Mr. Buchanan, 
to consider it as no addition to the national wealth, but merely 
a transfer of value, advantageous only to the landlords, and 
proportionably injurious to the consumers? " I 

I have already expressed my opinion on this subject in treating 
of rent, and have now only further to add, that rent is a creation 
of value, as I understand that word, but not a creation of 
wealth. If the price of com, from the difficulty of producing 
any portion of it, should rise from £4 to £s per quarter, a million 
of quarters will be of the value of £S,ooo,ooo instead of £4,poo,000, 
and as this com will exchange not only for more money, but for 
more of every other commodity, the possessors will have a 
greater amount of value; and as no one else will, in consequence, 
have a less, the society altogether will be possessed of greater 
value, and, in that sense, rent is a creation of value. But this 
value is so far nominal that it adds nothing to the wealth, that 
is to say, the necessaries, conveniences, and enjoyments of the 
society. We should have precisely the same quantity and no 
more of commodities, and the same million quarters of com as 
before; but the effect of its being rated at £5 per quarter instead 
of £4 would be to transfer a portion of the value of the com 
and commodities from their former possessors to the landlords. 
Rent, then, is a creation of value, but not a creation of wealth; 
it adds nothing to the resources of a country i it does not enable 
it to maintain fleets and armies; for the country would have 
a greater disposable fund if its land were of a better quality, 
and it could employ the same capital without generating a rent. 

It must then be admitted that Mr. Sl!;mondi and Mr. Buchanan, 
for both their opinions are substantially the same, were correct 
when they considered rent as a value purely nominal, and as 
forming no addition to the national wealth, but merely as a 
transfer of value, advantageous only to the landlords and 
proportionably injurious to the consumer. 

In another part of Mr. Malthus'. Inqviry he observes. 
.. that the immediate cause of rent is obviously the excess of 

I All Tripi., illlo 1M NIIl .... ""'" Pro" .. 0/ Rml. p. r,. 
s590 
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price above the cost of production at which raw produce sell. 
in the market;" and, in an(ll~,er place, he says, .. that tbQ 
causes of the high price of r~ .' produce may be BtAted to be 
three: ....... 

'" First, and mainly, that quality of the earth by which it can 
be made to yield a greater portion of the necessaries of life than is 
required for the maintenance of the persons employed on the land. 

U Secondly, that quality peculiar to the necessaries of life, of 
being able to create t' ',' own demand, or to raise up a number 
of demanders in proportion to the qUaIltity of necessaries 
produced. , 

" And thirdly, the comparative scarcity of the most fertile 
land." In speaking of the high price of com, Mr. Malthu8 
evidently does not mean the price per quarter or per bushel, 
but rather the excess of price for which the whole produce will 
sell above the cost of its production, including always in the 
teem .. cost of its production" profitJ as well .s wages. One 
hundre<l and fifty quarters of com at {,3 lOS. per quarter would 
yield a larger rent to the landlord than 100 quarters at {,4. 
provided the cost of production were in both cases the same. 

High price, if the expression be used in this sense, cannot then 
be called a caus, of rent; it cannot be said" that the immediate 
cause of rent is obviously the excess of price above the cost of 
production, at which raw produce sells in the market," for that 
excess is itself rent. Rent Mr. Malthu! has defined to be 
#' that portion of the value of the whole produce which remaiJa 
to the owner of the land after all the outgoings belonging to 
its cultivation, of whatever kind, have 'been paid, including the 
profiu of the capital employed, estimated according to the 
psual and ordinary rate of the profits of agricultural Iltock at 
the time being." Now, whatever sum th~ excess may sell for. 
is money rent; it ill what Mr. Malthu. means by .. the exceSi 
of price above thl! cost of production at which raw produce sella 
in the market; '. and, therefore, in an inquiry into the 'cause. 
which may eleva.te the price of raw produce, compared with 
the cost of production, we are inquiring into the causes wbicn 
may elevate rent. 

In reference to the first cause which Mr. Malthus has assigned 
for the rise of rent, namely, I' tha.t quality of the earth by whiclJ 
it can be made to yield a greater portion of the pecessaries a! 
life than is required for the maintenance of the persons employee 
on the land," he makes the following observations; "We litil 
want to know why the coQSumption and supply are such as tl 
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make the price 10 greatly exceed the eost of production, and 
the main cause is evidently the i"'ilily of the earth in producing 
the neceesaries of life. Diminish this plenty, diminish the 
fertility of the soil, and the excess will diminish; diminish it 
atill further, and it will disappear." True, the excess of neces­
saries will diminish and disappear, but that is not the question. 
The question is, whether the excess of their price above the east 
of their production will diminish and disappear, for it is on this 
that money rent depends. Is Mr. Malthus warranted in his 
inference, that beca\ls. the excess of quantity will diminish and 
disappear, therefore "the cause of the hl~h price o{ the neces­
saries of life above the cost of production lB to be found in their 
abundance, rather than in their scarcity I and is not only essenti­
ally different from the high price occasioned by artificial mono­
polies, but from the bigh price of those peculiar productS of the 
earth, not connected with food, which may be called natural 
and necessary monopolies1 .. 

Me there no circumstances under which the fertility of the 
land and the plenty of its produce may be duninished without 
occasioning a diminished excess of its price above the cost of 
production, that it to say, a diminished rent? U there are, 
Mr. Malthus'. proposition is much too universal; for he appears 
to me to state it lUI • general principle, true undor all circum­
st4nces, that rent will rise with the increased fertility of the 
land, and will fall with its diminished fertility. 

Mr. Maithul would undoubtedly be right if, of any given farm, 
in proportion as the land yielded abundantly, a greater share of 
t.)Je whole produce were paid to the landlord; but the contrary 
is the fact; when no other but the most fertile land is in culti­
vation, the landlord has the smallest proportion (If the whole 
produce, as well as the smallest value, and it is only when inferior 
lands are required to feed an augmenting popUlation that both 
the landlord's sllare of the whole produce and the value he 
receives progressively increase. 

Suppose that the demand is for. million of quarters of com, 
and that they are the produce of the land actually in cultivation. 
Now, suppose the fertility of alI the land to be so diminished 
that the very same lands will yield only 900,000 quarters. The 
demlUld being for a million of quarters, the price of com would 
rise, and fecourse must necessarily be had to land of an inferiol­
quality sooner than if the superior land had continued to produce 
a million of quarters. But it is this necessity oj taking inferior 
land into cultiva.tion which is the cause of the rise of rent, an4 
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will elevate it, although the quantity of com received by the 
landlord be reduced in quantity. Rent, it must be remembered, 
is not in proportion to the absolute fertility of the land in 
cultivation, but in proportion to its relative fertility. What­
ever cause may drive capital to inferior land must elevate rent 
on the superior land; the cause of rent being, as stated by 
Mr. Malthus in his third proposition, "the comparative scarcity 
of the most fertile land." The price of com will naturally rise 
with the difficulty of producing the last portions of it, and the 
value of the whole quantity produced on a particular farm will 
be increased, although its quantity be dimmished; but as the 
cost of production will not mcrease on the more fertile land, as 
wages and profits taken together will continue always of the 
lame value,l it is evident that the excess of price above the 
cost of production, or, in other words, rent, must rise with the 
diminished fertility of the land, unless it is counteracted by a 
great reduction of capital, population, an4 demand. It does 
not appear, then, that Mr. Malthus's proposition is correct: 
rent does not immediately and necessarily rise or fall with the 
increased or diminished fertility of the land; but its increased 
fertility renders it capable of paying at lome future time an 
augmented rent, Land possessed of very little fertIlity can 
never bear any rentj land of moderate fertility may be made, 
as population increases, to bear a moderate rent j and land of 
great fertility a high rent; but it is one thing to be able to bear 
a high rent, and another thing actually to pay it. Rent may 
be lower in a country where lands are exceedingly fertile than 
in a country where they yield a moderate return, it being in 
proportion rather to relative than absolute fertility-to the 
value of the produce, and not to its abundance.' 

Mr. Malthus supposes that the rent on land yielding those 
peculiar products of the earth which may be called natural and 

• See page 70, where I baye endeayoured to show that whatever faciUty 
01' difficulty. there may be in the production of corn. wages and profits 
together WIll be of tbe same value. When ... agee rise, It is alway. at the 
eXFanse of profits. and wben they fall. profits always rase. 

Mr. Malthus has ob_d in a late publication tbat I haft misunder­
stood him in tbis passage. as be did not mean to say that rent Imm<'diatply 
and necP..ssarily rises and falls with the increased Ol' diminished fertility 
of the land. If so, 1 certainly <Hd misunderstand him. Mr. Maltbu.'s 
words are ... Diminish tbis plenty, diminisb tbe fertility of tbe soil

jj 
and 

the excess (rentl will diminISh; <Hrninish it stiD further. and it.., d.s­
appear." Mr. MalthUll does not state bis proposition eonditiooally. but 
absolutely. 1 contended against what 1 understood him t.o malntatn. that 
a diminution of tbe fertility of lbe soil was incompatible with an increase 
ofPllt. . 
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necessary 17I1>"npoliea is regulated by a principle essentially 
different from that which regulates the rent of land that yields 
the necessams of life. He thinks that it is the scarcity of the 
products of the first which is the cause of a high rent, but that 
It is the abundance of the latter which produces the same effect. 

This distinction does not appear to me to be well founded; fOf 
you would as lurely raise the rent of land yielding scarce wines, 
as the rent of com land, by increasing the abundance of its 
produce, if, at the same time, the demand for this peculiar 
commodity increased; and without a similar increase of demand, 
an abundant supply of com would lower instead of raise the 
rent of corn land. Whatever the nature of the land may be, 
high rent must depend on the high price of the produce; but, 
given the high price, rent must be high in proportion to 
abundance and not to scarcity. 

We are under no necessity of producing permanently any 
greater quantity of a commodity than that which is demanded. 
11 by accident any greater quantity were produced it would fall 
below its natural price, and therefore would not pay the cost of 
production, including in that cost the usual and ordinary profits 
of stock: thUli the supp:y would be checked till it conformed 
to the demand, and the market price rose to the natural price. 

Mr. Malthus al?pears to me to be too much inclined to think 
"that population IS only increased by the previous provision of 
food-" that it is food that creates its own demand "-that 
it is by first providing food that encouragement is given to 
marriage, instead of considering that the ~neral progress of 
population is affected by the increase of caPital, the consequent 
demand for labour, and the rise of wages; and that the 
production of food is but the effect of that demand. 

It is by ~ving the workmen more money, or any other commO-: 
dity in which wages are paid, and which has not fallen in value, 
that his situation is improved. The increase of population 
and the increase of food will general1y be the effect, but not the 
necessary effect, of high wages. " The amended condition of the 
labourer, in consequence of the increased value which is paid 
him, does not necessarily oblige him to marry and take upon 
himself the charge of a family-he will, in all probability, employ 
• p«?rtion of his increased wages in fumi!;hing himself abundantIy 
With food and necessaries-but with the remainder he may, if 
it please him, purchase any commodities that may contribute 
to his enjoyments-chairs, tables, and hardware; or better 
clothes, sugar, and tobacco." His increased wages, then. will be 
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attended with no other effect than an increased demand for .ome 
of those commodities;- and as the race of labourers will not be 
materially increased, his wages will continue permanently high. 
But although this might be the consequence of high wages, yet 
80 great are the delights of domestic society, that, in practice, 
it is invariably found that an increase of population follows the 
amended condition of the labourer; and it is only because it 
does so, that, with the trifling eXception already mentioned, a 
new and increased demand arises for food. This demand, then, 
is the effect of an increase of capital and population, but not the 
cause-it is only because the expenditure of the people takes 
this direction, that the market price of necessaries eJceeds the 
natural price, and that the quantity of food required is pro­
duced; and it is because the number of people is increased that 
wages again faU. 

What motive can a flLrmer have to produce more com than is 
actually demanded, when the consequence would be a depression 
of its market price below its natural price, and consequently 
a privation to him of a portion of his profits, by reducing them 
below the general rate? .. H," says Mr. Malthus, .. the neces-­
saries of lifel the most Important products of land, had not the 
property of creating an increase of demand proportioned to 
their increased quantity, such increased quantity would occasion 
a fall in their exchangeable value.! However abundant might 
be the produce" of the country, its popUlation might remain 
stationary; and this abundance without. proportionate demand, 
and with a very high com price of labour, which would naturally 
Uke place under these circumstances, might reduce the price 
of raw produce, like the price of manufactures, to the cost of 
production." . 
~ight reduce the price of raw produce to the cost of production. 

Is it ever for any length of time either above ar below this price? 
Does not Mr. Malthus himseU state it never to be so? II I hope," 
he says, .. to be excused far dwelling a little, and presenting to 
the reader, in various forms, the doctrine that com, in reference 
to the quantity -actually produced, is sold at its necessary price 
like manufactures, because I consider it as a buth of the highest 
importance, which has been overlooked by the economists, by 
Adam Smith, and aU those writers, who have represented raw 
produce as sellin~ always at a monopoly price:' 

10f what intteased quantity doea Mr. Malthus~? Who is to 
. produce ill Who can have any motive to produce it before any demand 
exists far all additional quantity' 
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.. Every extensive cbuntry may thus be considered as possess­

ing a ~adation of machines for the production of com and raw 
materials, including in this gradation not only aU the nrious 
qualities of poor land, of which every territory has generally an 
abundance, but the inferior machinery, which may be said to be 
employed when good land is further and further forced for addi­
tional produce. M the price of raw produce continues to rls~, 
these inferior machines are successively called into attion; and 
as the price of raw produce continues to faU, they are successively 
thrown out of action. The illustration here used serves to show 
at once the nl(lssity oJ 1M oclt4al pric, oJ com to the actual produce, 
and the different effect which would attend a great reductioh 
in the price of any particular manufacture, and a great reduction 
in the price of raw produce." 1 

How are these passages to be reconciled to that which affirms, 
that if the necessaries of life had not the {lropt!rty of creating an 
increase of demand proportioned to their mcreased quantity, the 
abundant quantity produce<t would then, and then only, reduce 
the price of raw produce to the cost of production? If rom is 
never under its natural price, it is never more abundant than 
the actual population require it to be for their own consumption; 
no store can be laid up for the consumption of others j it can 
never, then, by its cheapness and abundance, be a stimulus to 
population. In proportion as com can be produced cheaply, 
the increased wages of the labourers will hav. mon! power to 
maintain families. In America population increases rapidly 
because food can be produced at a cheap price, and not because 
lin abundant supplX has been previously provided. In Europe 
population increases comparatively slowly, because food cannot 
be produced at a cheap value. In the usu~ and ordinary course 

I I fII/14iry, etc. .. In all progressive eountries the average prite of coru 
Is n~ver higber Ihaa wbat Is necessary 10 COIltinue the average increase of 
produC8.'t--oos~, fo il . 

.. In the employment 0 ~ tapilal upon the land, to provide for the 
wanls of an increasing populalloo, whether this fresh capital is employed 
'" brlll~ng more land WIder the plough, or improving land already in 
cultival1on, the main quest lOft always depends upon Ihe expected l't'turns 
of Ih.& eap.lal: and no part of tbe gross prolits can be diminished without 
dimini"'lIlg the motive to this mode of employing it. Every diminutlon 
of pnce not fully and Immediately balanced by a proportionate faU in all 
the necessary 8llpell!eS of a farm, every taa 00 the land, eyety tas OR 
farming stock. every tax on the necessaries of farmers, will tell in the 
computation; and if, after aU these GUtgoin~ lire allowed for, the prite 
01 Ihe produce will not l..ave a fair reJllWleratiOOl "'" t .... capital emplo~ 
aecorolDlL to tbe genrral rate of profit.., and a rent at least equal to'tbe 
rent of the land in its former state, no sufficient motive can u.ist to undez­
take the projected improvement.' -obs""""' ...... p. u .. 
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of things the demand for all commodities precede. their supply. 
By saying that com would, like manufactures, sink to its priu 
of production, if it could not raise up demanders, Mr. Malthus 
cannot mean that all rent would be absorbed; for he has 
himself justly remarked that if aU rent were given up by the 
landlords com would not fall in price; rent being the effect 
and not the cause of high price, and there being always one 
quality of land in cultivation which pays no rent whatever, 
the com from which replaces by its price only wages and 
profits. 

In the following passage, Mr. Malthus has' given an able 
exposition of the causes of the rise in the price of raw produce 
in rich and progressive countries, in every word of which I concur; 
but it appears to me to be at variance with some of the proposi­
tions maintained by him in his essay on rent. .. I have no 
hesitation in stating that, independently of the irregularities 
in the currency of a country, and other temporary and accidental 
circumstances, the cause of the high comparatIVe money price 
of com is its high comparative real price, or the greater quantity 
of capital and labour which must be employed to produce it; 
and that the reasons why the real price of com is higher, and 
continually rising in countries which are already rich and still 
advancing in prosperity and population, is to be found in the 
necessity of resorting constantlr to poorer land, to machines 
which require a greater expenditure to work them, and which 
consequently occasion each fresh addition to .the raw produce 
of the country to be purchased at a greater cost; in short, it 
is to be found in the important truth that corn in a progressive 
country is sold at a price necessary to yield the actual supply j 
and that, as this supply becomes mpre and more difficult, the 
price rises in proportIOn." 

The real price of a commodity is here properly stated to depend 
on the greater or less quantity of labour and capital (that is, 
accumulated labour) which must be employed to produce it. 
Real price does not, as some have contended, depend on money. 
value; nor, as others have said, on value relatively to corn, 
labour, or any other commodity taken sinply, c.r to all commo­
dities collectively; but, as Mr. Malthus Justly says, .. on the 
greater (or less) quantity of capital and labour which must be 
employed to produce it," 

Among the causes of the rise of rent, Mr. MaJthus mentions, 
." such an increase of population as will lower the wages of labour ,It 

Dutif.as the wages of labour fall, the profits of stock rise, and they 
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be together always of the same value,' no fall of wages can raise 
rent, fot it will neither diminish the portion nor the value of the 
portion of the produce which will be allotted to the farmer and 
labourer together j and, therefore, will not leave a larger portion 
nor a larger value for the landlord. In proportion as less is 
appropriated for wages, more will be appropriated for profits, 
and vice versa. This division will be settled by the farmer and 
his labourers without any interference of the landlord j and, 
indeed, it is a matter in which he can have no interest, otherwise 
than as one division may be more favourable than another, to new 
accumulations, and to a further demand for land. If wages fen, 
profits, and not rent, would rise. If wages rose, profits, and not 
rent, would fall. The rise of rent and wages, and the fall of 
profits. are generally the inevitable effects of the same cause­
the incressing demand for food, the increased quantity of labour 
rt'quired to produce it, and its consequently high price. If the 
landlord were to forego this whole rent, the labourers would not 
be in the least benefited. If it were possible for the labourers 
to give up their whole wages, the landlords would derive no 
advantage from such a circumstance; but ill both cases the 
farmers. would receive and retain all which they relinquish. 
It has been m'y endeavour to show in this work that a fall of 
wages would have no other effect than to raise profits. Every 
rise of profits is favourable to the accumulation of capital, and 
to the further increase of population, and therefore would, in all 
probability, ultimately lead to an increase of rent. 

Another cause of the rise of rent, according to Mr. Malthus, is 
" such agricultural improvements or such increase of exertions 
as will diminish the number of labourers necessary to produce 
a given eftect." To this passage I have the same objection 
that I had against that which speaks of the increased fertility 
of land being the cause of an immediate rise of rent. Both the, 
improvement in agriculture, and the superior fertility, win give 
to the land a capability of bearing at some future period a higher 
rent, because with the same price of food there will be 'a great 
additional quantity j but till the increase of population be in the 
same proportion, the additional quantity of food would not be 
required. and, therefore, rents would be lowered and Dot raised. 
The quantity that could under the then existing circumstances 
be consumed could be furnished either with fewer bands, or 
with a less quantity of land, the price of raw produce would fall. 
and capital would be withdrawn from the Jand.· Nothing CAll 

• See Po 7a. • See P880 .... etc. 
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raise rent but a demand for new land of an inferior quality, or 
some cause which shall occasion an alteration in the relative 
fertility of the land already under cultivation.l Improvement! 
in agriculture, and in the division of labour, are common to all 
land; they increase the absolute quantity of raw produce 
obtained from each, but probably do not much disturb the 
relative proportions which before existed between them. 

Mr. Malthus has ,ustly commented on the error of Dr. Smith'. 
argument, that corn is of so peculiar a nature that its production 
cannot be encouraged by the same means that the production 
of all other commodities is encouraged. He observes, .. It is by 
no means intended to deny the powerful influence of the price 
of com upon the price of labour, on an average of a considerable 
number of years; but that this influence is not such as to prevent 
the movement of capital to or from the land, which is the precise 
point in question, will be made sufficiently evident by a. short 
mquiry into the manner in which labour is paid and brought 
into the market, and by a consideration of the consequences to 
which the assumption of Adam Smith's proposition would 
inevitably lead." I 

Mr. Malthus then proceeds to show that demand and high 
price will as effectually encourage the production of raw produce 
as the demand and high price of any other commodity will 
encourage its production. In this view it will be seen, from 
what I have said of the effects of bounties, that I entirely concur. 
I have noticed the passage from Mr. Malthus's Obserflations on 
the eM", Laws, for the purpose of showing in what a. different 

I It is not necessary to atate on avery oeeasion, but It must be alwaY' 
understood, tbat tbe same results Will follow, as far a. regards the pnce 
of raw produce and the rise of rents, whether an additional capital of a 
given amount be employed on new land, for whieb no rent IS paid, or on 
land already in cultivalJon, if the produce obtained from both be preasel,. 
the same in quantity.-See p. 37. 

M. Say, In his notes to the French' translatiOll of this work, hal 
endeavo~ to show that, tbere is not at any tIme land in culUvatlOll 
which does not pay a rent, and having satisfied himself on this point, be 
concludes that he has overturned all the conclusions Which result from that 
doctrine. He infers, for example, that I, am not eorreet in Hying th.t 
taxes OIl com and otber raw produllP by "leva tin, th.,... price, tall on the 
COnsumer, and do not fall on rent. He contend. tbal sucb taxes must faU 
on rent. But before M. Say ean estahlish the oone(:tness of tbls Inleren"", 
h. must also show that there is not an,. capital employed OIl tbe land for 
which no rent is paid (see the beginning of this note and ~ 33 and 38 
of the present work) i now this he has not attempt.;d' to do. In no part 01 
his notes has he Teluted Ol" even Doticrd that important· doctrine. B1 
his note to page ISz of the second volume of the French edition, 1M doelI 
Dot apppar to be awarn that it has even been advaru:ed. 

• Obs"",aHotI& eft UN C_l.iwIs, p. 4. 
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IeTlse the term real price is used here, and in his other pamphlet, 
entitled Grounds oj an Opinion, etc. In this passage Mr. Malthus 
tells us that II it is clearly an increase of real price alone which 
can encourage the production of com," and, by real price, he 
evidently means the increase in its value relatively to all other 
things, or, in other words, the rise in its market above its natural 
price, or the cost of its production. If by real price this is what 
18 meant, although I do not admit the propriety of thus naming 
it, Mr. Malthus's opinion is undoubtedly correct; it is the rise 
in the market price of com which alone encourages its production: 
for it may be laid down as a principle uniformly true that the 
only great encouragement to theincreased production of a commo­
dity is its market value exceeding its natural or necessary value, 

But this is not the meaning which Mr, Malthus, on other 
occasions, attaches to the term real price. In the essay on rent 
Mr. 1I1a1thus says, by .. the ~al growing price of com I mean the 
real IjUIInlity of labour and capital whic1& has be'" ""ploye4 to 
produce the last additions which have been made to the national 
produce." In another part he states Of the cause of the high 
comparative real price of com to be the greater quantity of 
capital and labour which must be employed to produce it." 1 

Suppose that, in the fo~going passage, we were to substitute 
this definition of real price, would it not then run thus?-" It 
is clearly the increase in the quantity of labour and capital 
which must be employed to produce com, which alone can 
encourage its production." This would be to say, that it is 
clearly the rise in the natural or necessary price of com which 
encourages its production-a proposition which could not be 
maintamed. It is not the price at which com can be produced 
that has any influence on the quantity produced, but the price 
at which it can be sold. It is in proportion to the degree of the 
difierence of -its price above or below the cost of production 
that capital is attracted to or repelled from the land. If that 
excess be such as to give to capital so employed a greater than 
the general profit of stock, capital will go to the land; if less, it 
will be withdrawn from it. 

It is not, then, by an alteration in the real price of com that its 
production is encouraged, but by an alteration in its market 

I Upoa showing this pass8@e to Mr. Malthus, at the time .. hen these 
pa~ were going to ""' pre,;s, lie oboerwd, .. that lD these two instances 
It .. bad inadver1eolly used the term , .... ~ •• instead of _, of ~0fI.. 
It w,ll be seen, from wbat 1 have already said, that to me it IlppeMS that 
10 these two iostances be has u""" the term , .... 1 f>rtu in Its true and just 
acceptalioD,. and that in the inrmc _ only It is iDCOI'reCtly applied. 



Political Economy 
price. It is not co because a greater quantity o( capital and 
labour must be employed to produce it (Mr. Malthus's just 
definition of real price) that more' capital and labour are 
attracted to the land, but because the market price rises above 
this, its real price, and, notwithstanding the increased charge, 
makes the cultivation of land the more profitable employment 
of capital!' 

Nothing can be more just than the following observations 
of Mr. Malthus 'on Adam Smith's standard of value. .. Adam 
Smith was evidently led into this train of argument from his 
habit of considering labour as the standard measure oj lIalUl and 
com as the measure of labour. But that com is a very inaccu­
rate measure of labour the history of our own country will amply 
demonstrate; where labour, compared with com, will be found 
to have experienced very great and striking variations, not only 
from year to year, but from century to century, and for ten, 
twenty, and thirty years together. And thai "eith" labour nor 
any other commodity can be an accurate measure oj rtal lIalut III 
exchange is now considered as one of the most incontrovertible 
doctrines of political economy, and, indeed, follows from the 
very definition of value in exchange." . 

If neither com nor labour are accurate measures of real value 
in exchange, which they clearly are not, what other commodity 
is?-certainly none. If, then, the expression, real price of 
commodities, have any meaning, it must be that which Mr. 
Malthus has stated in the essay on rent-it must be measured 
by the proportionate quantity of capital and labour necessary 
to produce them. 

In Mr. Malthus's Inquiry into tAe Nature oj Rent, he .ays, 
.. that, independently of irregularities in the currency of a 
country, and other temporary and accidental circumstances, 
the cause of the high comparative money price of com is it! 
high comparative real price, or tAt greater quantity oj eapillli and 
labour which must be employed to produce il. " I 

This, I apprehend, is the correct account of aU permanent 
variations in price, whether of corn or of any other commodity. 
A commodity can only permanently rise in price either because 
• greater quantity of capital and labour must be employed to 
produce it, or because money has fallen in value; and, on the 
contrary, it can only fall in price, either because a less quantity 
of capital and labour may be employed to produce it, or because 
money ha.s risen in value. . 

I page 40. 
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A variation arising from the latter of these alternatives, an 

altered value of money, is common at once to all commodities; 
but a variation arising from the former cause is conlined to the 
particular commodity requiring more or less labour in its pro­
duction. By allowing the free importation of com, or by im· 
provements in agriculture, raw produce would fall; but the price 
of no other commodity would be affected, except in proportion 
to the fall in the real value, or cost of production, of the raw 
produce which entered into its compositIOn, 

Mr. Malthus, having acknowledged this principle, cannot, I 
think, consistently maintain that the whole money value of all 
the commodities In the country must sink exactly in proportion 
to the fall in the price of com. If the com consumed in the 
country were of the value of 10 millions per annum, and the 
manufactured and foreign commodities consumed were of the 
value of 20 millions, making altogether 30 millions, it would not 
be admissible to infer that the annual expenditure was reduced 
to 15 millions because com had fallen 50 per cent., or from ,t) to 5 millions. 

The value of the raw produce which entered into the com· 
position of these manufactures might not, for example, exceed 
20 per cent. of their whole value, and, therefore, the fall in the 
value of manufactured commodities, instead of being from 20 to 
10 millions, would be only from 20 to s8 millions; and alter 
the fall in the price of com of SO per cent., the whole amount of 
the annual expenditure, instead of falling from 30 to 15 millions, 
would fall from 30 to 23 millions.1 

This, I say, would be their value if you supposed it possible 
that with Illch a cheap price of com no more com and com­
modities would be consumed; but as aD those who had employed 
capital in the production of com on those lands which would 
no longer be cultivated could employ it in the production 'of 
manufactured goods, and only a part of those manufactured 
goods would be given in exchange for foreign com, as on any 
other S'Jpposition no advantage would be ~ined by importation 
and low prices, we should have the additional value of all that 

, quantity of manufactured goods which were so produc:ed and 
, not exported to add to the above value, so that the real diminu. 

tion, even in money value, of all the commodities in the country, 
, Manufa".tures, Indeed, eouJd not faU In any such proportion, beeause., 

und~.r the Ottum.tances suppooW, there would be a new distributloD of 
the p~ous metal, among lbe dltfet'l!Al eountries. Our ebeap c0m­
modities would be nported in e>:t:bange for rom and gold. liU tb" accumula­
tioD of gold should lower its value and raise the money pri<:e of COIIIIDOdula. 
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corn included, would be equal onlY' to the loss of the landlord 
by the reduction of their rents, while the quantity of objects 04 
enjoyment would be greatly increased. ,I 

Instead of thUI considering the effect of a fall in the value of 
raw produce, as Mr., Malthus was bound to do by his previo~ 
admission, he considers it as precisely the same thing' as a r\S4 
of 100 per cent. in the value of money, and, therefore, argu~ 
IU if all commodities would sink to half their fanner price. ' 

"During ·the twenty years beginning with 1794," he says. 
"and ending with 1813, the average price of British corn per 
quarter was about 83 shillings; during the ten years ending 
with 1813, 92 shillings; and during the last five years of the 
twenty, 108 shillings. In the course of these twenty years, the 
government borrowed near 500 millions of real capital; for 
which, on a rough average, exclusive of the sinking fund, it 
engaged to pay about 5 per cent. But if corn should fall tt 
50 shillings a quarter, and other commodities in proportioQ 
instead of an interest of about 5 per cent., the govemroen1 
would really pay an interest of 7, 8, 9, and, for the last ~oc 
millions, 10 per cent. I 

.. To this extraordinary generosity towards the stockholders i 
should be disposed to make no kind of objection, if it were nol 
necessary to consider by whom it is to be paid; and a moment' 
reflectiOlI will show us that it can only be paid by the industriou 
classes of society and the landlords, that is, by aU those whos 
nominal income will vary with the variations in the measuf 
of value. The nominal revenues of this part of the society 
compare<! with the average of the last five years, will be dimin 
ished one half, and out of this nominally reduced income the, 
will have to pay the same nominal amount of taxes." I , 

In the first place, I think I have already shown that even th 
value of the gross income of the whole country will not b 
diminished in the proportion for which Mr. Malthus here cor 
tends j it would not follow that bocause corn fen So per cen 
each man'. gross income would be reduced SO per cent. in value; 
his net income might be actually increased in value. 

In the second place, I think the reader will agree with me thI 
the increased charge, if admitted, would not {aU exclusively" ( 
the landlords and the industrious classes of society; " the stoc; 
holder, by his eJependiture, contributes his share to the siIppa 

• The G1'oo"ds of .... O/1i,,;o,., etc., 1'. }6. 
• Mr, MalthQ9, in another pact of Ibe same work. sup~ QOmmoditJ 

tQ vvy as Ql" :lQ per cent. ",hell eoru varie-s lJA. . 
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• of ~1,. public burdens in the same way as the other classes of 
, loocil'ty. If, then, money became really more valuable, although 

Lc ,.. ould receive a greater value, he would also pay a greater 
v.!iu~ in taxes, and, therefore, it cannot be true that the whole 
1I1,1,tion to the real value of the interest would be paid by .. the 
I .• nol.uds and the industrious classes." 

The whole argument, however, of Mr. Malthult, is built on an 
. infirm basis: it supposes, because the grOStl income of the 

rountry is diminished, that, therefore, the net income must also 
be duninished in the same proportion. It has been one of the 
objects of this work to show that, with every fan in the real 
value of necessaries, the wages of labour would fall, and that 
the profits of stock wiJld rise; in other words, that of any givell 
.. nnua) value a less portion would be paid to the labouring class, 
IIJld a larger portion to those whose funds elllployed this class. 
Suppose the value of the commodities {lroduced in a particular 
rlllmufacture to be £1000, and to be diVided between the master 
an·' !.is labourers in the proportion of £800 to labourers and 
£700 to the master; if the value of these commodities should 
f,u! to £900, and £too be saved from the wages of labour, in 
con>e:quence of the fall of necessaries, the net income of the 
mastl'r would be in no degree impaired, and, therefore, he coul.! 
Imh just as much facility pay the same amount of taxes after 
.l$ hAure the reduction of price.! . 

It is of importance to distinguish clearly between gross revenue 
and liet revenue. for it is from the net revenue of a society that 
"ll t.ues must be paid. Suppose that all the commodities in 
the country, all the com, raw produce, manufactured goods, 
etc., which could be brought to market in the course of the year, 
were ()( the value of 20 millions, and that in order to obtain this 
\ ~!ue the labour of a certain number of men was necessary, 
and that the absolute necessaries of these labourers required an 
ck)xmditure of 10 millions; I should say that the gross revenue 

• of such society was 110 millions, and its net revenue 10 millions. 
h does not follow from this supposition that the labourers 
~hould receive only to millions for their labour; they might 
rtC1:;ye 12, 14, 1 IS millions, and in that case they would have 

• 01 apt prod""" aIld IJI'OIlS produce III. Say speak. as follows: .. The 
.. b"I .. va)u. produced is tbo ~ produce; tblS val"". aft« dedudJnc 
t. "iU II Ihe cost of production, IS tbe oct produce."-Volli. p. 491. There 
, -. 111<"" be DO D"t produce, because the cost 01 productioo, acx:ordmg to 
M ~". _sislS of rent, Willies, and profits. In pap ,08 he Bays, •• The 
val ~< ,./ " I'roduct, the value of a pruduetive &ervice, the value of tbe CO!4 
<'f \'~>d"el1on. are all, then, similar values, whenever things are left to 
I:" ,. I\ .. tural OOUI'W." TaJ..e a wbole from a wbole and oothJ.n,tHlal .... 
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2,4, or 5 millions of the net income. The rest would be divided 
between landlords and capitalists; but the whole net income 
would not exceed 10 millions. Suppose such a society paid 
2 millions in taxes, its net income would be reduced to 8 millions. 

Suppose now money to become more valuable by one-tenth, 
all commodities would fall, and the price of labour would (all,' 
because· th~ absolute necessaries of the labourer formed a part 
of those commodities, consequently the gross income would be 
reduced to IS millions and the net income to 9 millions. If the 
taxes fell in the same proportion, and, instead of :I milJions, 
lr,8oo,ooo only were raised, the net income would be further 
reduced to 17,2oo,odo, precisely of the same value as the 
8 millions were before, and therefore the society would neither 
be losers nor gainers by such an event. But suppose that after 
the rise of money, :I millions were raised for taxes as before, 
the society would be poorer b)l boo,ooo per annum, their taxes 
would be really raised one-ninth. _To alter the money value of 
commodities, by altering the value of money, and yet to raise 
the same money amount by taxes, is then undoubtedly to increase 
the burthens of society. 

But suppose of the 10 miJIions net revenue the landlords 
received five millions as rent, and that by facility of production, 
or by the importation of com, the necessary cost of that article 
in labour was reduced I million, rent would fall I million, and 
the prices of the mass of commodities would also f~l to the same 
amount, but the net revenue would be just as great as before; 
the gross income would, it is true, be only 19 millions, and the 
necessary expenditure to obtain it 9 millions, but the net income 
would be 10 millions. Now, suppose 2 millions raised in taxes 
on this diminished gross 4rcome, would the society altogether 
be richer or poorer? Richer, certainly; for after the payment 
of their taxes, they would have, as before, a clear income of 
8 millions to bestow on the purchase of commodities, which had 
increased in quantity, and fallen in price, in the proportion of 
20 to 19; not only then could the same taxation be endured, 
but" greater, and yet the mass of the people be better provided 
with conveniences and necessaries. 

If the net income of the society, after paying the same money 
taxation, be as great as before, and the class of landholders lose 
I million from a faIl of rent, the other productive classes must 
have increased money incomes, notwithstanding the fall of 
prices. The capitalist will then be doubly benefited; the ~om 
~d butcher's meat consUIl)ed by himself and his family will be 
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reduced in price; and the wages of his menial servants, of his 
gardeners, ILnd labourers of all descriptions, will be also lowered. 
His horses ILnd cattle will cost less, and be supported at a less 
expense. All the commodities in which raw produce enters as 
a principal part of their value will fall. This aggregate amount 
of savings, made on the expenditure of income, at the same time 
that his money income is increased, will then be doubly bene­
ficial to him, and will enable him not only to IIdd to his enjoy­
ments, but to bear additional taxes, if they should be required: 
his additional consumption of taxed commodities will much 
more than make up for the diminished demand of landlords, 
consequent on the reduction of their rents. The same observa­
tions apply to farmers and traders of every description. 

But it may be said 'that the capitalist>s income will not be 
increased; that the million deducted from the landlord's rent 
will be paid in additional wages to labourers I Be it 10; this 
will make no differen!. .. in the argument: the situation of the 
society will be improved, and they will be able to bear the same 
money burthens with greater facility than before; it will only 
prove what is still more desirable, that the situation of another 
class, and by far the most important class in society, is the one 
which is chiefly benetited by the new distribution. All that 
tbey receive more than 9 millions forms part of the net income 
of the country, and it cannot be expended without adding to 
its revenue, its happiness, or its power. Distribute, then, the 
net income as you please. Give a little more to one class and 
a little less to another, yet you do not thereby diminisb it; a 
greater amount of commodities will be still produced with the 
same labour, although the amount of the gross money value of 
such commodities will be diminished; but the net money income 
of the country, that fund from which taxes are paid and enjoy­
ments procured, would be much more adequate than before 
to maintain the actual population, to afford it enjoyments and 
luxuries, and to support any given amount of taxation. 

That the stockholder is benefited by a great fall in the value 
of com cannot be doubted; but if no one else be injured, that 
is DO reason why com should be made dear; for the gains of 
the stockholder are national gains, and increase, as all other 
~ns do, thereal wealth and power of the counlry. If they are un­
Justly benetited,let the degree in which they are so be accurately 
ascertained, and then it is for the legislature to devise a remedy; 
but no policy can be more unwise than to shut ourselves out from 
the great advantages arising from cheap com, and abundant 

T5~ j 
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productions, merely because the stockholder would have all 
undue proportion of the increase. 

To regulate the dividends on stock by the money value of 
com has never yet been attempted. If justice and good faith 
required such a regulation, a great debt is due to the old stock­
holders; for they have been receiving the same money dividends 
for more than a century, although com has, perhaps, been 
doubled or trebled in price. 

But it is a great mistake to suppose that the situation of the 
stockholder will be more improved than that of the farmer, the 
manufacturer, and the other capitalists of the country; it will, 
in fact, be less improved. 

The stockholder will undoubtedly receive the same money 
dividend, while not only the price of raw produce and labour fell, 
but the prices of many other things into which raw produce 
entered as a component part. This, however, is an advantage, 
as I have just stated, which he would enjoy in common with all 
other persons who had the same money incomes to expend:­
his money income would not be increased; that of the farmer, 
manufacturer, and other employers of labour would, and COD­

sequently they would be doubly benefited. . 
It may be said that, although it may be true that capitalists 

would be benefited by a rise of profits, in consequence of a fall 
of wages, yet that their incomes would be diminished by the 
fall in the money value of .their commodities. What is to 
lower them? Not any alteration in the value of money for 

• nothing has been supposed to occur to alter the value of money. 
Not any diminution in the quantity of labour necessary to pro­
duce their colllII}odities, for no such cause has operated, and if 
it did operate, would not lower money profits, though it might 
lower money prices. But the raw produce of which commodities 
are made is supposed to have fallen in price, and, therefore, 
commodities will fall on that account. True, they will fall, but 
their laII will not be attended with any diminution in the money 
income of the producer. If he sell his commodity for less money, 
it is only because one of the materials from which it is made has 
fallen in value. If the clothier sell his cloth for £900 instead of 
£1000, his jncome will not be less, if the wool from which it is 
made has declined {.loo ... value. . 

Mr. Malthus says, .. : .s true that the last additions to the' 
agricultural produce of \ ft. improving country are not attended 
with. large proportion.n. rent; and it is precisely this cir~ 

, stance that may make it answer to a rich country to import 
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lOme of its com, if it can be secure of obtaining an equable 
lupply. But in aU cases the importation of foreign com must 
fail to answer nationally if it is not so much cheaper than the 
com that can be grown at borne as to equal both the profits 
and the rent of the grain which it displaces."-ldounds, etc., 

p. 3
6

• . b .... "alth"" b' rted In this 0 seNatlOn w.r. w. us IS qUite correct j ut unpo 
com mus' be always so much cheaper than the com that can be 
grown at borne, .. as to equal both the profits and the rent of 
the grain which it displaces." If it were not, no advantage to 
anyone could be obtained by importing it. 

As rent is the etIect of the high price of com, the loss of rent 
is the etIect of a low price. Foreign com never enters into 
competition with such home com as affords a rent; the fall of 
price invariably affects the landlord til' the whole of his rent 
IS absorbed ;-if it fall still more, the price will not afford even 
the common profits of stock; capital will then quit the land 
for some other employmf'nl:, and the com which was before 
grown upon it will then, and not till then, be imported. From 
the loss of rent there will be a loss of value, of estimated money' 
value, but there will be a gain of wealth. The amount of the 
raw produce and other productions togeth~ will be increased; 
from the greater facility with which they are produced they 
will, though augmented in quality, be dimmished in value. 

Two men employ equal capitals--one in agriculture, the other 
in manufactures. That in agriculture produces a net annual 
value of £1200, of which £1000 is retained for profit and £200 
is paid for rent; the other in manufactures produces only an 
annual value of booo. Suppose that, by importation, the 
same quantity of com which cost b200 can be obtained for 
commodities which cost £950, and that, in consequence, the 
capital employed in agriculture is diverted to manufactures, 
where it can produce a value of £1000, the net revenue of the 
country will be of less value, it will be reduced from £2200 to 
£2000 i but there will not only be the same quantity of commo­
dities and com for its own consumption, but also as much addi­
tion to that quantity as £50 would purchase, the difference 
between the value at which its manufactures were sold to the 
foreign coun~ and the value of the com which was purchased 
fromit. • 

Now this is precisely th.e question respecting the advantage of 
importing or growing com; it never can be imported till the 
quantity"obtained from abroad by the employment of a given 
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capital e:w:ceeds the quantity which the same capital will enable 
us to grow at home-exceeds not only that quantity which falls 
to the share of the farmer, but also that which is paid as rent to 
the landlord. 

Mr. Malthus says, .. It has been justly observed by Adam 
Smith that no equal quantity of productive labour employed 
in manufactures can ever occasion so great a reproduction as in 
agriculture." If Adam Smith speaks of value, he is correct; 
but,if he speaks of riches, which is the important point, he is 
mistaken i for he has himself defined riches to consist of the 
necessaries, conveniences, and enjoyments of human life. One 
set of necessaries and conveniences admits of no comparison 
with another set; value in use cannot be measured by IUlY known 
standard; it is differently estimated by different persons. 
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EVERYMAN'S LIBRARY 
By ERNEST RHYS 

V ICTOR HUGO said Ii Library WILl "an act of faith," 
and lOme unknown essayist spoke of one 110 beautiful, 
so perfect, 80 harmonious in all its parts, that he who 

made it was smitten with a passion. In that faith the promoters 
of Everyman's Library planned it out originaUy on a large 
scale; and their idea in 80 doing was to make it conform as 
far as possible to a perfect scheme. However; perfection is a 
thing to be aimed at and not to be achieved in this difficult wodd; 
and aince the first volumef appeared some fifteen yean ago, 
there have been many interruptions. A great war bas come and 
gone; and evell the City of Boob has felt something lik~ 
a world commotion. Only in recent years is the series getting 
back into its old stride and looking forward to complete its 
original scheme of a Thousand Volumes. One of the practical 
expediel)ts in that original plan was to divide the volumes into 
sections, as Biography, Fiction, History, Belles Lettres, Poetry, 
ROD\IUlCI and 10 forth; with a compartment for young people, 
and last, and lIot least, one of Reference Books. Beside the 
dictionaries and encyclopzdias to be expected in that section. 
there was a special set of literary and historical atlases. One of 
these atlases dealing with Europe, we may recaU, was directly 
affected by the disturbance of frontiers during the war; and the 
maps have been completely revised in cOnsequence, so as tQ. c:hart 

I 
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the New Europo which we hope wiD now preserve its peace ull.!q 
the auspi~es of the League of Nations set up at Geneva. 

That is only one small item, however, in a library list wltirb 
runs to over seven hundred and sixty volumes. The largest .. J,,;e 

of this huge provision is, as a matter of course, given to the 
tyrannous demands of fiction. Bu~ in carryinlf out the Iclll'me, 
the directors and editors contrived to keep in mind that bo"k~,. 
like men and women, have their ele~ve affinities. The pre~ent 
volume, for instance, wiD be found to have its companion bouks, 
both in the same section and even more significantly in ot!\I'r 

sections. Wilh that idea too, novels like Walter Scott',l"anMe 
and FtWtunel (1f Nigel, Lytton" Harold, and Dickens'. Tok vf 
Two Cities have been used as pioneers of history and treated as 
a sort of holiday history books. History itself in our day is ter.J. 

iog to grow more documentary ud Jess literary; and "the 
historian who is a stylist," as one of our contributors, the tato 
Thomas Seccombe, laid, II wiD loon be regarded as a kind of 
Phrenix." But in the history department of Everyman's Library 
we have been eclectic enough to choose our history men from 
every school in tum. We have Grote, Gibbon, Finlay, M'acaul.'y, 
Motley, Prescott; we have among earlier ~ks the Vener:ahle 
Bede and the Anglo-Saxon Chronicle, and we have just corn· 
pleted a Livy in six volumes in an admirable new transl.ltiuD 
by Canon Roberts • 

.. You only, 0 Books," said Richard de Bury, .. are liberal and 
independent; you give to all who ask." The delightful variety, 
the wisdom and the wit which are at the disposal of EVCI)'IDIUJ 
in his own library may weD, at times, seem to him a little 

'- embarrassing. He may tum to Dick Steele in the Speda!or and 

learn how Oeomira dances, when the el~ of her motion is 
unimaginable and "her eyes are chastised with the simplicity 
and innocence of her thoughts." He may tum to Plato', PluedrWl 
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and read how every soul is divided into three parts (like Cresar'. 
Gaul). He may tum to the finest critic of Victorian times, 
Matt.hew Arnold, and find in his essay on Maurice de Guerin 
the perfect key to what is there called the "magical power of 
poetry." It is Shakespeare, with his 

"daftodJl. 
That come before the .wano., dares, and take 
The winds of March with beauty;" 

it ia Wordsworth, with his 

"YOIce ••• beard 
In 'Prinll-tlme from the cuckoo-bird. 
Breakinl the ailence of the seas 
Amool the fartheat Hebrides;" 

or Keats, with his 

". . • • movlnll waters at their priest-like taok 
Of oo.Id ablution roUDd Earth's buman 1Ihorcs." 

William Hazlitt's"Table Talk," among the volumes of Essays, 
maY' help to show the relationship of ODe author to another, 
which is another form of the Friendship of Books. His incom­
parable essay in that volume, "00 Going a Journey," forms a 
capital prelude to Coleridge'S "Biographia Literaria" and to 
his and Wordsworth'. poems. In the same way one may tum to 
the review of Moore's Life of Byron in Macaulay's Essays as a 
prelude to the three volumes of Byron's own poems, remembt'r­
ing that the poet whom Europe loved more than England did 
was &I Macaulay. said: "the beginning, the middle and the end 
of aU his own poetry." This brings us to the provoking refiectiOQ 
that it is the obvious authors and the books most easy to reprint 
which have been the signal successes out of the seven hundred 
odd in the series, for Everyman is distinctly proverbial in his 
tastes. lIe likes best of all an old author who baS worn well or 
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• comparatively new author who has gained somethinz like nr-,' !I­

paper notoriety. In attempting to lead him on from the r'"' I 
books that are known to those that are less known, the I ,'y 

lishers may have at times been too adventurous. The Chi''­
himself (as a mere editor may say) has been much more t) '" , 

an ordinary book-producer in this critical enterprise. He i'.J 

thrown himself into it with the zeal of a book-lover and ind d 

of one who, like Milton, thought that books might be as 11!;.·' 

and productive as dragons' teeth, which, being «sown up .It"i 
down the land. might chance to spring up atmed men." 
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