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DEAR SIR,

AFTER so much hght has been thrown on the 5
:nature of money and currency, by the dlscussmns
‘ {Wthh 1t has underoone durlng the last twenty
years; and after so much knowledge, and prac—
tical experlence have ‘been . acqulred by the‘
.changes ‘which have taken place in the money'
o concerns. of c:everal cou11tr1es durlng the same ‘
: “perlod it appears to, me unworthy of thls great *

natlon, stﬂl to pursue the course of temporary :

_:extensmns of the act Whlch restrlcts the Bank _

from. paylng thelr notes in speme It is tlme, the "
 situation, in which a euccessmn of events have
,__"__placed her. money matters. should be fully com-
\:prehended and that such permanent measures,
;‘should be adopted as may be. shewn by sound .
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reasonino to be the best adapted to existing cir-
cumstances and which, though forced upon the

‘ natlon at present "by these circumstances, may

 yet, by experlence be ultlmately vindicated as
radical i 1mprovements

But measures of th1s description cannot be

‘adopted with propriety, unless they are sanctioned
; by public opinion ‘The subject should therefore

be 8o treated, as to he brought 1ntu1t1vely home
to the publlc intellect ; .3nd for this purpose I

r had proposed for some tlme past, to attempt a

thorough mvesturatlon, in all its detalls, of the

question, whether o resumptzon of specze pa_ymems

on the part of the Bank of Lingland is pmcizcable .

and if Ppracticable, whether it is deszmble ? An inves.

tlgatlon the more deserving -to be made with
, care, as the practlcahlhty, and proprlety, of the

resumptlon of spec1e payments in England isa
questlon of i 1mportance, not only to th1s country,

but to all Europe “and in which the interests of

humamty are nearly as much concerned as those

of the polltlman

The pressure of my dally occupatlons has not -
left me sufﬁment leisure for the task ; but, as the
'busmess is agam befm e Parllament I cannot refrain

from giving publicity at - least, to a few remarks
whlch have particularly folced themselves on my.
attentlon ‘and I take the hberty of addressmg '
them to you, because I feel conﬁdent that you -
w1ll read them w1th the same indulgence w1t11

which you have sometlmes hstened: to me, vrh,en,

conversing with you on the same subject. T hey

were, chleﬂy called forth by some assertlons, con-
tained 1nALettertotlze Rt Hon. Robert Peel, whlch
have attracted a cons1derable degree of publlc |
attentlon though they appear to me- unsupported '

e1thel by argument or experlence,—and by the
Proposals for an Economical and Secure C’urrenc_y,
by Mr. Ricardo, as commented upon bya writer
in the last number of the Edlnburgh ReV1ew
Proposals, whlch on their ﬁrst aspect promlse to
accompllsh whatever seems desu'able, Wlth re-
gard to the currency yet wh1ch I cannot help _
c0n51de11ng, notw1thstand1ng lhe great lngenmty,
and general accuracy, of the1r author, as founded
upon an zlluszon and Whlch on that account I
fear, 1f acted upon, would entuely fall in ploduc-

-ing: the expected effects. |
The author of the hrst pubhcatlon alluded to,

: ‘observes—*¢ that a d_epleclatmg_ curreney: :_causes‘
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o an advance in the prlce of commodltles ; that "

thls advance reaches some commodltles sooner

« than othels E that the necessaries of life obtam‘i
« 1t before the superﬂultles, ‘and that he, who

can w1thhold ‘his commodlty, or dlspose of it

<€ where he pleases, obtams the advance before N

him who must brlng 1t at once toa glven ‘mar-

o« ket » And he contlnues, e both these" pl‘ll’lCl-
« ples bear w1th accumulated force ‘upon_ the
¢ c]ass of labourers. The thlngs which ihey

« have to buy, are the necessarles of hfe, and the
“ only commodlty they have to sell—their labour,
“ 1t is 1mposs1b1e they should keep back. " They

& come into the market therefore, with a double

“' dlsadvantage, and the eﬂ'ect 1s ‘found mvarlably ’
o« to correspond Wlth this’ dlsadvantage. A de-
« preczaz‘zon qf tke currency ‘always depresses the :
e lower classes They must buy, and they must
“ sell and that lmmedlately
| Now that a deprematmg currency causes anl
| ’advance 1n the prlce of commodltles is certalnly K
e rue. Tt may be questloned whether ‘the" neces-

saries of hfe obtam thls advance before the super-

PR

In the ﬁlst p]ace, the necessanes of hfe are

ralsed by such numbers, that the extent of compe— :

"tmon w111 generally bri ing them down to the lowest

prlce at which they can be affor ded 7
ThlS competltxon wxll be the more eﬁ'ectual as

a great proportlon of these necessarles are of a

: perlshable nature.

And the producers of these necessarles, bemg
genera]ly owners or renters of s01] Who have
few orno materlals to purchase-——-the deprematlon .
does not. reach them except in the payment of
wages,ewhlch accordmg to our author, are the
last aﬁ'ected by 1t—-—and therefore they have not

, vthe same urgent mducement to stand out for the

advance as those engaged in other pursmts

I doubt therefore much whether the real ne-
cessarles of hfe, such as labourers consume, ad-

vance as rapldly in prlce as the author 1magmes.

’ Ch01ce meats, poultry, and other de]lcacles, be-

come, on such occas1ons, dearer 1n ou1 markets,

before We observe any alteratlon 1n the prlces

’ iof bread potatoes, and cheese

But suppose they should obtaln the advance

:more rapldly than other commodltles, stlll 1t
A would be erroneous, that a dep7 eczatzon qf zize cur

renc J always depresses the lower classes, and argu-
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'ment authouty, aud expe1 ience, w1ll beal me out
in this Opll’llOIl |

The rate of wages, in fully-peopled countn ies,

- is a]ways 1egulated by the competltlon among

those who are anxious for employment ; and as’

populatlon in such countries always presses ‘hard

on the means of bare subs1stence, the waoes of »

ordmary labourers, let the value of the currency N

be what it may, are generally reduced to the lowest

‘ rates compatlb]e with those means.

Of lnﬁmtely greater 1mportance, therefore to
this portlon of the communlty, ‘than a steady and
undeprec1atlng currency, is abundance of work. 1f

work dlmmlshes, then thele is for numbels no

emp]oyment at all and low Wages are unquestlon- '
'ab]y better than none. Agaln, if there is abundance
" of work labourers will not be backward in askmg,

and employers not 1nd1sposed to accord, an ad-

Vance of Wages, in order to have thelr work done

more expedltlous]y and better ; and as wages,
‘and the prlces of thlngs advance, if mres remain
‘unaltered the burden of these becomes the Zzgizter.

But it lS unlversally agreed that a depreczatmg

curr "ency Y always lnduces in ‘the commumty in-

'fwhlch it happens, a. state of general ewcztement

and redoubled dctivit Y fr‘orn which there in.varif

ably results a great 1ncrease of work

“ It is of no manner of consequence, says

Hume, « Wlth regald to the domestlc happlness

<« of a state, whether money be in a greater, or

« less, quantlty The good po]lcy of the magis- _’

« trate consists only in keeplng 1t, if poss1ble,

“« still- 1nc1eas1ng, because, by that means, he

“ keeps alive a splrlt of 1ndustry in the natlon, |
¢ aud mcreases ‘the stoclz of labour, in Wthh‘

“ conslsts all rea] power and rlches A nation,

“ whose money decreases, is actually at that time

A ,‘t,‘weaker, and more mlserable than another na-
“ tion whlch possesses no more rnoney, but i is on

_‘v"dthe lncreasmﬂ' hand. Thls w1ll be easﬂy ac-

“ counted for, 1f we cons1der that the a]teratlons

“ in the quantlty of money, elther on one slde or

« ‘the other, are not 1mmed1ately attended thh
« pr oportlonable a]teratlons in the pnce of com-
‘.“’Il]OdltleS There is a]ways an lntexval be— -
@ ‘fore matters be adJusted to thelr neW s1tua-

“w‘.tlon and thls 1nterval is as pe1n1c10us to 111-" -

«“ "dustry, When gold and s1lve1 are dlmmlshmg,

« as it is advantaonUS hen these metals are in- -

“ creasmc. The wm kman has not the same em—
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. ‘ployment from the manufacturer and merchant

e in the market "The farmer cannot dlspose of
@

“ same rent to hls landlord The poverty, ‘and
Teer

_ beggaly, and sloth Whlch must ensue, are
< easrly foreseen* » o R

The eﬂ‘ects Whlch Hume pomts out in thls pas—‘

sage, as attendmg the i 1ncrease and dlmmutlon of

gold and sﬂver, belong to the ificrease and drml- :

nutlon of currency in general of whatever nature.‘
The ertmgs of Szr James Stewart, of Adam

A sztk and other polltlcal economlsts, and hlsto-
rlans, partlcularly when alludlng ‘to ‘the first
' estabhshment of banks in Scotland “and to the -

' _' sts1ss1pp1 bank in France, are full of corrcbora- ‘

- tlon of the same fact

In more recent txmes We have seen the same

| ,‘effects produced by the ass1gnats in annce, and

by the mtroductmn of paper—money 1n Russm and
Austrla. In the latter country the paper currency
loses agalnst sﬂver from two hundred and ﬁfty \

:to three hundred per cent., and however much the

"“r(“z‘ e -

o D Hum e Essay on Money ”»

thouo'h heé | pays the datie prlce “for every thlng ’

hls corn and cattle, though he ‘Thust pay ‘the -

| constantly fluctuating state of that currency isto
be deprecated-—-’however 1n3ur10us it-may prove in
Cits consequences to the morality of the people in
‘their generaldeallngs yet thereis notadissenting

voice, with regard to the great advancement Whlch

mdustry has - experlenced and ‘the prosperous

¢ondition of the lower classes, from 1ts abundance

and depreclatlon.

" The same in-this!country. " The lower classes

‘ywere never in‘a more thr1v1ng condltlon than- at

‘the perlod when the' premlum pald for'gold was

| hlghest and- it is well known, that the populatlon
_ his considerably mmeased smce 1797, “which 1s,

\ generally speakmg, a’sure criterion of prosperlty

Oii the other hand, the- dlstress among  the la-

'bourlng classés was’ crreat beycnd example, in

1816 when gold was at par———when the new sove-‘
relgns lay at the bankers uncalled for, and when’

Spamsh dollars sold at four shllhngs and three-

pence .
A hlgh prlce of gold in’ England and an sza-

voumble state of for elgn exchanges—-as it is rather :

KR unproperly called since a state of’ eXchanges fa-

~ vourable to one descrlptmn of* merchants is‘always
‘unfavotrable to another, and- may be considered
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as not vely material  to the country at large,
2
a]ways operates as a bounty on exportation, causes

an increased demand for manufactured goods
2
and, - consequently, an increased demand for
labour. S |
But this is not the principal view kof the sub-
Ject.. The exportatlon of manufactuled commo-

dities is known to Treach in amount seldom more

than one-third of the goods manufactured in the
whole ; and domestic consumptlon is thelefore
of . much greatel 1mportance to the -labourin
classes, than demand for exportatlon But i

4 d
eprec1at1ng _currency, and mcreasmg prices
J

operate, as has been already observed as a
powerful stlmulus on all those who are engaged

' 3 in actlve pursuits, and who form In every country
by fal the largest partof the aggregate populatlon
r“These not only imagine that they. mcrease m
bwealth -when finding that they can_obtain for
their respective commodities hjgher and hlgher

prices, but they often ~become richer i in reality,
2

because, well- -managing people genera]ly sell to a
,_Iarger amount than they purchase and ‘the
f»_gladual not sudden, augmentatlon in the prlce

of the d]fferent commodltles often furmshes the |

depr ec1at1ng state of the cur rency av

~ dant, 1ndustry flourishing,
~ classes are in a prosperous condition.

11

‘actlve and intelligent, opportumtles of purchasmg

them below their real- value, in reference to the
alue, how-

ever, -which they never ‘fail soon to acquire.

Business, therefore, under these cucumstances,

is always brisk, consumption- great -work abun-
~and the labourmg

A depreciating . currencys ‘then, instead. of de-
‘ pr'éssing the Zou}er classes, as pretended by the

author alluded te, has, with regard'to them, pre-

cisely the oppos1te effect ; and the assertion, with

the whole superstructule e has attempted to raise

upon it, falls to the ground.

" On the other hand, an appreczatzng currency, ’

“and smkmg prices, fiom the natural operation of
- the pr1nc1p1es which I have JllSt developed as
certainly check mdustry, and cause dsst? ess$ among

the labouung classes.
<-The mischief,” says the Edmburgh Rev1ewer

‘of Mr. Rwardos ‘work, ¢ occasioned by ‘the

« sudden restriction of paper currency, and. the
A consequent' rap1d augmentatlon of - its value,

< has been stlll greater than what was prevmusly

L« caused by its increase. It is to tlus that the

NN S T
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¢ lmposed when the currency was thus reduced,

must now, thoucrh ‘not :nominally, be really
increased ; and it may be questioned, Whether,
.making - allowance for the difference ‘in the
‘valte of - money, the country was not less
¢, heav1ly burthened in 1812 and 1813 than it 1s

“ at this moment notw1thstand1ng we: have now

({38
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S got rid of the ‘income tax,’ and War-malt

f “ duty* »

Duran‘ the fmmer state of thmgs, the state

",of a deprematlng currency,——all capltallsts, de-
5r1v1ng a fixed income. from. funds at interest,—
all landlords, havmg «disposed ,of thelr property :

on long leases,—-—all the holders of public secu-
r1t1es,-—all annultants,——all menin ofﬁce, szgfér —

_ffgenerally speakmg, that portion of the commu- (
~hity, who are best able to support losses, and
a great many of whom-—-the large stock-ho]ders—

N I

o ;E_(l~inburglx Review, NoLXI, p. 7.8, 79. -

' late unprecedented destruetlon of qgrlcultural
capltal and the w1de-spread misery, by whlch;.

Rt the farmlng class has been nearly overwhelmed

s is chiefly to be ascribed.” - ,

. And agaln, « Al those taxes, too, _Whlch Were

13_

‘are very far from bearmg then Just share of the

pubhc “burthens.’ But the tradmg, manufac—

turmg, and labourmg classes ‘thrive.
Durmg the latter state of thmgs, the- persons

named, that 1s, chleﬂy, ‘the l‘lCll become rlcher

still ; but the poor- become ‘poorer, ' and the
labourlng classes, overwhelmed Wlth mlsery, for

~want of work.

Durmg the former state of things, forelgn
commerce, as | have pomted out, is beneﬁted
and domestlc consumptlon 1ncreased because, by |
far the greater palt of the communlty cons1sts of
the lowe1 and the mlddlmg classes, who are -
obllged ‘to gain their living, orare endeavourmg

- toimprove their circumstances, by their- exertions;

and these, because prices and profits are: on the
advance, consume hberally ; whilst the capltahsts, N
‘notwithstanding their lelatlve]y dlmlmshed in-
. comes, ¢an aﬁ'ord to keep up their wonted habits,
in 'which they are not very apt to make alterations.
Durmg ‘the oppos1te state of things, forelgn
“commerce experiences a decllne, and ' those. who
depend for - their sub51stenee, or thelr COmeltS,‘
011 their daily exertions, ‘find their resources dimi- - '.
mshed become dlshealtened and consume less.
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whilst the Wealthy do not propm tlonably increase
 their expenditure. o ,
The poorer,  the largel, the most 1ndustr10us,
part of the commumty, therefoxe, oucrht to, and
always will, prefer a. circulating medium, which

* is rather deprecmtmg, to one the value of which

_ is on the increase; and it is somewhat remark-

- able that in the discussions on this subject in"

parliament, the popular party of the house have
- espoused the aristocratic side ~of -the question,
| Whllst the mlmstenal party seem more anxious to
* defend the 1nterests of the public at large. It may
" be accounted for from the natural ‘connexion
- -which subs1sts w1th regard to the preselvatlon of

'power between the interests of those in office,

_the maintenance of public credit, and an ample

~ revenue, which latter depends on the prosperous
condition of the nation in general infinitely more
~_than on the 1nd1v1dua1 riches of the Wealthy

ontunat_ely, it seems agreed by both parties,

that both conditions of society, that of a dépre-‘

‘ciating and applematmg currency, operate inju-

~.riously on one or. the other ‘part of the com-
mumty ; that both are fraught with more or less

~of- mconvemence and zmustzce, that both are to X

15

be deprecated .as injurious to public morals ; but

~ that, in a pbhtical point of view, an appreciating

cm*renc Y is the greatest calamity by Sar.

The greatest attainable steadiness ‘in the value
of the mrcu]atlng ‘medium is avowedl_'y the state of
things the most desirable ; and, starting from this

fundamental pomt of agreement, I conceive that

there must be a pOSSlblllty of reconciling the con-

tending opinions on’ this subject, provided “the

actual situation of this country, with regard to '

its currency, and that of Lurope, ‘with legard to

the precious’ metals, be previously Well under-

stqod ‘and provided also, it be admitted by
either party, that in the ardour of defendmg their
respective doctrines, they may occasionally have
fallen into mistakes, .

If then an invariable value of the - curcu]atmg
medlum is the 1mportant pomt at Wthh we ought

fo aim, the questxon occurs, how can it be at-

tained ? and ‘whether we are 11ght in se]ectmo o

the precmus metals, - though no ploductlon of our
own, for the material of our money?’ ' -

CAt the first view, such a choice ‘must at once

appe'u very. s1ngular- for what opmlon, f01 in-’

a st'mce, should we form of the ]udgment of a gx eat




“whom. they are a foreign commodlty b
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_landholder who, on stockmg and’ anangmo his

farm, had determmed to have all his means of

~ conveyance, . his. ‘waggons, wheelbarrows, carts,
,c%'c, constructed of a particular kind of Wood |

- only t to be found in Ceylon, or in Japan! I |

~ The prec1ous metals must possess surely some

extraordmary quahtles, that they. should- haye
been: employed as; money even . by nations , Wlth
And it may be, that thelr character as treasure,

then small compass, ready recognition, andlm-

’ perlshable nature, gave them for the purposes of -
money, with seml-barbarous nations, an eligibility

~-which they possess no longer with us, who. under-

stand the subyect of money. better, and have more

'means than they had of constructmg our soqral

That the prec10us metals ought to contlnue to

-remain the material for money,. merely because

-they - have been s0 ‘hitherto, is unquestlonably a
most paltry argument N T
When watches were . 1nvented and the art of

, prmtmg, and - gun—powder——when line of battle-

ShlpS came into use, and steam engines, and spln- v
nmg Jenmes, and gas, 1llummat10n, the pr ogress of - - r

66

17

somety fo greater perfection outstmpped the know-
ledge of preceding ages ; and there is no reason

- for believing  that perfect1b1hty should exclu- |

s1vely belong to certain branches of the general
system. , , :

¢ The lntroductlon of the p1 ecious metals, for :
“ the purposes of money,” says chm 'do, ¢ may
Wlth truth be consulered as one of the most lm-

portant steps 1 towards the 1mprovement of com-

¢ merce, and the arts of civilized life; but it is

not less true, that with the_advancementof

« knowledge and science, we (liscover that it

 would be another 1mprovement to bamsh them
“ agaln from the employment to which, durmg\
‘.a less enlwhtened period, they have been S0
86 advantaoeously applled % o S

It behoves us at least, partlcularly since. thls

coun,try has arrived ‘at a’ singular crisis in these

"matters,to investigate on what 'groun\ds the con-

tinuance of the employment of the precions metals

_for the purposes ‘of money, is so strongly, s0

pelemptorlly insisted upon by many, whose talents

~ and integrity entltle_then ‘opinions to respect. -

S _* RiC?}!’d.Os .Plc(jpo_sals, é"C. p-24'o ’ ‘

C
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The accumu]atlon of treasure has become.

obsolete, because, living as we do, under the
protection of the laws, we have dlscovered the
folly of hoardmg, and should there still be some,
s1lly enough to wish to amass riches in a strong
box, gold and sllver bars will answer thelr pur—
‘pose as well as coin.

In smallness of compass, ready recogmtlon,
general convenience, and cheapness, as commer-
cial instr ument, the comed metals are far exceeded

er mone
byl}?vaelh their y1mpe1 lshable nature establishes
“not, -with us, their superior eligibility for the

purposes of money, since bank-notes have the .

“advantage that they can be constantly renewed.

The Public have, long, ago, decided this point, for -

henever coin and bauk-notes, or other paper
meney, are equal in value, the latter are always

preferred foruse. o
Nor has the unlversallty, as far as it stlll prevails,

.of the employment of the precwus metals for the

purposes of money, any thing in it to recommend

them for that- purpose partlcularly All natlons

~ have endeavoured to prevent the exportatlon of -

" their coin by prohlbltory laws aud bullion mayv .

19

still be used to liquidate 'national balances,

* whether the currency be metallic or not.  In iiself-
it must be a disadvantage that money, this indis..-
pensable 1nstrument of trade and commerce,
should consist of a material in universal request,
since every nation seems to have felt the i lmpm t-
ance of keeping it at home.

‘There remams no motive, then, Why we should

‘ direct our choice to the precious metals in pre- -

ference, as the material for money, except ,thelr ’
pretended great stability of value ; and, -therefore,
we shall have to examine whether this stablhty
actually exists P why it exists ? and Whether a
more convenient substitute cannot be made - fo |

possess i very posztwely, more permaneﬂﬂ_y, (md n

“a still highér degree? .

At the very f ﬁrst blush of the question the gleat

. fact stares us in the f‘tce, that the value of the

precious metals became reduced to’ one—z‘/zzrd of

what 1t had been before, by the dlscoverv of the

kwestern Wmld * and the hlstorlans of the ear ly

part of the s1xteenth centu;y abound in accounts

- which prove the. great d1s01der occasioned the1 eby

s _Adani 'Smith, Wealtll o’f'vNations, Book 10. -
c2
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_in-the money concerns *of Europe. Yet, as we

have seen that a depleelatmg cmrency does not

* oppr ess the lowe1 classes, and gwes, on the con-
' 'trary, a great 1mpulse to industry, this’ gleat fall -

fm the value of the pr ec1ous metals, and of the cur-

rency, did not pr oduce any ealarmtous effects on

the eondltlon of the people at large. But suppose

; «fm a moment that tlns western wmld in a ﬁnan-—

cial pomt of view, v were again to dlsappear ; sup-

pose th.lt it were blotted flom the commercial

vecords asa war ehouse of speele, and that a ve-.

ttomade movement should ensue from the one

expeuenced on its discovery: can ‘imagination
. veach the extent of plotraeted plessure, ‘accumu-

lated distress; and spreading m1se1y, that must

ensue from the- genelal want of money and falling
prlees, if the preelous metals under such circum-
stances wexe still adbered to as the sole material
fm ou1 cwrrency ! And what security do we
possess agmnst the possxblhty of such an event?

. The bulhomsts, aware how important it is for
the success of their doctune to establish the su-
peuor stablhty of the value of the pr ecious metals,
pretend that their production will keep pace with

the demand for them an idea wlnch I see, with

21

no small degree of surprise, gravely supported by
the intelligent Reviewer of Mr. Rz'eardo/’s work.

< If the circulation of the pl'eclous metals,”r he
says, in substanee “is unrestrained, “we ’need not
¢ fear that there ever w111 be any cons1derable
< and permanent incr ease in their value ; because N
s value is regulated by the cost of productlon
“ and since the pre_emus_ metals, at their present
“ prices, pay for the expense and trouble‘ of
“« brmglng them to market, 1f the demand for
i them should mcrease, much more eapltal than -

o before, w111 be at once employed in m1n1ng,‘

“-and their production will be augmented till a

| ¢ declining demand again makes it stationary.”

Before 1 answer this algument 1 have to ob-

serve, .that I consider with Adam sztk all prac-

tical value as dzrect{/ determined, in-every given -

instance, by supply. and demand or, generally

speakln that all value depends on the available |
quantity of a commodity in the worl(l in proportzon

2o its uses. - Mr. Ricardo and hlS 1ev1ewer, by re-
.‘llnqulshmg this simple idea of Adam sztk and
- dwelling on the quantum of labour, requir ed to
“bring a commodlty to malket as. the principal in-

-'gl-edlﬁnt;of value, Itl_tllelf embarrass”and, perplex
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: the' reasoni‘ng on this subject. Nobody will deny
: that the comparative quantities of labour necessary

o brmg commodities to market, essentially in-

ﬂuence thelr value, but they assert thls influence

as far as they affect the supply, which w111 increase

“when the commodlty can be brought to market at -

‘aless expense of labour, and the: reverse. ~But

~-practically, a commodlty is always worth what it

-will-bring, or, in other words, its value becomes |

fived in the contest between purchaser and seller. :

:The former always endeavours to obtain itat as

'cheap a rate as he can, and cares not whether the

“producer, and seller, "gain or lose by the bargam.

‘To the latter again, no pr ofit will ever ‘be too large ;
‘and, on the other hand he often sacrifices a con-
siderable portion of the cost of production, when

‘.obhged to realize his commodity, or.when finding,

from the overabundant supply of the commodity -

‘in the market, ‘that a backwardness to sell would

‘expose him  to' still heav1er losses. - ‘When en-

- deavouring to make the natule of value familiar to :

“the pubhc intellect, 'we ‘cannot too' carefully ad-

“here to0 s1mple ideas, or avoid bungmg into play, _

and on the scene of- argnment as it were, all the

: dlﬁ'erent constltuent jtems - into- whlch valne may‘

~ be ultlmately lesolved
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Considering it then as 'dep‘ending’ on de‘lnand

“and supply, I say, in answer to the reviewer, that

a considerable degree of steadiness in the value

of a commodity, notwithstanding an increasing
‘demand, can only be expected when there are no
natural limits to 1ts production. Tokay vrine,
and other wines of supel ior excellence, could not
be mcreasedvm quantity, let the demand for them

be what it might; because their quality depends on

“the local peculiarities of the vineyards which pro-»

~duce them ; their quantities on the extent of these,

and on the favourableness of the season. -
- ‘Even in cases where there exist no natural

limits to production, a considerable degree: of

~ steadiness in the value of a commodity, from the

circumstance thatfthe sdpplies ‘regnlar]y adapt
themselves to the demands,: can_ only take place

‘when increased production is able. promptly - to

increase the supply, and this can be made .as
promptly to meet the increased demand. I say, a

considerable degree.-of steadiness of value, because

it is necessary-that some augmentation of price :
“should - -always ‘precede increased 'snpplies, as sti-

mulus to an enlarged mvestment of caplta] and -
augmented productlon
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When any desorlptlon of- corn—-—-wheat, rye, or
_“barley, for mstance——experlences a considerable |
. advance ‘of ‘price, the. progress of this advance
~ will soon be checked by inereased productron 5

 because the productlon is annual and may, for
| ‘argument s sake, be called umverSal The ad-
“ditional stimulus to productlon, and’ mvestment
~of capltal ‘cannot- fall, in- this’ mstance, to be

promptly productlve of a: commensurate eﬂ'ect

It would be the same with the. precious metals
1f they 'were spread universally over the:globe, at

~a certain depth below the surface, and could every

where be brought up within a short perzod provided

A thelr price pay for the cost of dlg 1ng for them,

and leave some pr ofit.

‘ “1f they werespread everywhere, but at such a deptk -
- that it would be the work of a number of years to -
open a new mlne, .and-to render it productlve—-v o

demand and prlce mlght continue on the increase

for a length of tlme, before “its: future _progress

‘_could be checked by 1ncreased productlon -and :
again, a mine once opened “and ‘in a state’ of ex-
g o,kplmatlon, would contlnue to be worked for & ‘¢on-
o 1s1derable penod ‘though dechmng prices. should
‘ render the busmess less pr oﬁtable ' g
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If the premous meta\s he not on]y at a great
depth below the surface, and require the prepa-

- ratory labour of many years to be brought to

light ; but if, moreover, the countries and situ- -

ations where they are to be found at all are com-
paratively - few on .the globe, and ‘the - most
abundant in mines are situated at a gl eat dlstance
from ‘their principal markets,—the check of in-
creased production to augmentlng value will be

Stlll miore pre ecarious and slow in its operation.

- Independently of this, we learn fr om Alemander o

Humboldt, and other writers, that mlnlng, “par-

ticularly in America, -is of all pursults one of -

the most unsteady and- lottery-hke in its returns

When a rich vein of the precwus metals is met

with, _the profits arelarge, are enormous some-.

times, whethe1 their market value be’ greater or

less ; and again, the owners will often go on for

'years and years, actually smkmg money, in hopes
'.of finding, - at last, that rich ‘vein; - which shall
~1epay them for all their. losses, and make theu
~ fortunes be51des e
s « Mines,” ‘says’ “Adam Smith, “ are more un-
e equal in their ploduetlon than the corn-fields. :

“ When any pelson undertakes to- w01k a. new
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- mine m Peru, he is umvensally looked upon as

“oa man destined to bankruptcy and ruin, and

*“ is, on that account, 'shunned and avoided by

¢ every body. Mining is there considered in
13
(11
@ though the greatness- of some, tempts many

« adventurers to throw away their fortunes in such

“ unprosperous projects.”

But the quantity of the precmus metals brought
to market is not even regulated by the quantity
of ore contalmng them, which is produced or
plodumble from the mines. It is well known,
that the only eheap, convenient, and expedltlous'
mode of separating the precmus metals from their

ores, in the large way, hitherto practlsedm Ame-

rica,"requires quicksilver, of Whieh the annual
Teon‘sumption, therefore, .used’ to amount to up-

| bwards of twentv-ﬁve thousand qumtals. Of this

enormous quantity, from five to six thousand

’qulntals were formerly drawn from the gleatv,

'quncksxlver mine at Huancamlzco in- Peru ‘But,
as the prmmpa] works of this mine fell in about

dythxrty years ago, Peru. yields now hardly more

than three thousand qulntals, whlch are far from ‘

the same light as here, as a lottery, in which

the prizes do mnot compensate the  blanks,
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being sufficient for its own consumption ™.
Spanish America is, .consequently. dcpendant on

Europe for its principal supplies of this most ._
essential commodity, which supphes the Spamsh

vgovernment has . reserved excluslvely to itself.

It formerly oblained the quantities of ~quick-
silver required, partly from its own mines of
Almaden, and partly from those of Idria, on the
banks of the Adriatic. R R
The late dlStL’llbed state ~of . Spain must have
delanged the working of the mine of Almaden,
and still more the conveyance of 1egular supplies
of qulcksﬂver to America ; ‘and mining industry, |
from : the operation of tlns cause alone, . cannot o
otherw1se ‘than languish in that: country. “An

‘attempt was made some years ago, under a know-

~ ledge of the cn'cumstances mentioned, to furmsh_

Amerzca with. qulcksﬂver from the Adriatic, with-
out previously. conveying it to . Spain, and four

‘thousand quintals - were: for that purpose. trans-
‘mitted to Jamaica.. But the 1ntroductlon of thls'

substance into: the . prmmpal mining districts of

i -the Spamsh main was found 1mpractlcable, not— A

: * Alex. Humbyoldt’s’ Essay on New Spain, Vol. 1L~
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withstanding the great want of it; since it does

not, like other commodities, circulate freely in

the country, after it has orice passed thefrontier‘; '

‘but is seizable, wherever found, unless it has
been farnished to the consumers by the agents of
. governmerit. - This quantity; therefore, ~after

lying at Jamaica for a considerable time, was

~disposed of to a mercantile house in the United

States for the China ‘market.

- To this difficulty, . under which the mlmng'

industry labours at present in those regions, we
-’mnst_ further add the general insecurity, so fatal
to similar pursuits, in consequence of a raging
~eivil vvar,“ carried on by all pai"tiés with dnusual

'~‘fe1'oc1ty, and attended with great destruction of

_-property.v What metalhc treasures are still ob-

‘tained from the mines are, mmeover, lmpeded
‘in their- conveyance from one place to another ;
\iso that some attempts whlch were made lately to
~obtain’ dollars i in. some of the prmmpal sea-port
*towns, have entlrely failed of ‘success ; and even
~the viceroy of  Peru is stated, in the most recent
\ac‘counts, ‘to ‘be in great distress for money, and
~driven to extraordinﬁ*y (eXpedients, in order to
- Pl‘ocui’ei'it; e L e ‘
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‘And in suclt a state of things, how can .we €X-
pect that the production of the precious metals
should adapt itself to the demand, and theleby

~ preserve, the stablhty of their value? Surely, it

would - have been difficult to bring forwmd, m

- support of this stablhty, an ar gument more lame, -

or more irrelevant. |

- Ariother idea, not less extraordmary, advanced _
by the :sanle -author, "is his assertion, that an
increase in the value of the precious metals will
‘he furthel checked by the circumstance, thata
quantity of plate cannot fail to find its way to the

mint, as soon as the demand for gold and silver

v increases. 'The owners of plate are not generally

people that would be 1nﬂuenced bv a rise of even
fifteen or twenty per ‘cent. in the value of 1ts

c materlal particularly as the value of the work-
’ manshlp, “which is considerable, is always ‘sunk

in the process of melting plate down, a circum-
stance which w111 effectually prevent the taking of

any correspondmg advantage from a - fall of the \

~price of the precious metals, in replacmg the plate:

Those, on the contraly, who have a handsome
supply of plate: would puze it the hlghel, the

- ‘more its possessmn, on account of the incr easmg

i
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sear c1ty of those meta]b, should be placed beyond

the reach of the people at large

But, if neither any pecuharlty attendmo their

, productlon, f1nvconsequence. of ‘which it should

adept itself with superior faci.lity‘ to the demand ;

nor the alternate conversion ‘of plate into coin

N and of. coin into phte, will satlsfactou]y account

for a certain steadmees of value, which, notw1th-

standing, seems to belong to them ;—if, on the

contrary, the unéqua,l distribution of their ores -

over ‘the globe, the great skill in subterraneous

architecture required to enable us to search for

them in safety, the: precarious reward of long-
protracted labour in. this search, the great depth
| ,frorn which they must be brought up, the tribute

~ of various regions and continents, indispensable

to enable us to manao*e these oree after they have

been brought to light, and many similar causes,

appear rather calculated to eﬁ"ect in their value a
fluctuation more than common,—to what circum-

stance shall we look for an explanation of thls

- mysterious steadmess %

We find thls explanatlon in the very circum-

stance of: then' having “become  the material Sor

mone_y It was not in consequence of their steadl-
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ness of value that they were coined into money’;

the steadiness of value was, in fact, the conse-

quence, not the cause, of th‘eir'coinage. ' Having ’
acquired the character of - coin, their value be-
came lndependent of those clrcumstances which
generally produce fluctuation. '

'This truth is most simple and obvious, though’v
it has not, I believe, been sufﬁment]y noticed: by

political economists, and it 1s of vast 1mportance -

| in its apphcatlon

~ We have seen that value generally becomes

fized in the contest between the purchasers and‘

venders of a commodity, and fluctuations of value

spring from the same source. When applications’
for purchase increase, or become more: urgent,
the holders of a commodlty, thus sought after,
reqmre a greater inducement to part with it;
whilst, on the contrary, they feel anxwuq to ‘dis:
pose of it, even for an inferior cons1derat10n,
when the demand for it lessens. The’ cn‘cum—
'stance, that lurge masses of the precious meta]s

in the form of com, ﬁoated and c1rculated among

\the cwlhzed nations of Europe, placed them, m
this respect, in a different situation. “The de-

mands for them, as merchandise and commodlty,

bore but a small proportlon to the quan’uty of
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- them w1thm r each ’l‘hese demands were satisfied

’szlentl_y, and, . “without . 1equnmg a formal appli-

catlon to specml holders, . by taking, in the form

of com, the metal’ Wthh was wanted for other

.purposes. - No contest ensued between purchasers
and venders’; and, instead of being subject, hkei |
all . othel commodltles, ‘to:rapid and. constant ;‘
ﬂuctuatlons of value, from the! unsteadmess of
| demand their value became gr adually, and insen-
| s1b]y 1egu1ated by the proportion which - tke'

weneral floating stock of them in Europe, bore to the

- aggr egaie amount of the functions which they had to a

perform as . money 2y, or insirument of czrculatzon and

trangfer : EEER TN RS L
But it follows also from these cons1deratlons,
that the ﬂoatmg stock of the precious metals in

| Europe cannot be cons1de1ab1y dlmlmshed and_

pa1tlcula11y, ‘that they canuot cease to be money;
w1thout their losmg, w1th regard to steadlness of

- value, the character of pre-éminence whlch they
~ had acquned and Wlthout their. becommg assimi-
: lated ln this 1espect to all othe1 commodltles,

some of which, in point of u111f01 mity of value,'may

* afterwards even rank higher than the premous‘
metalsthemselves EI R IR RS DRI
Whlle the ﬂoatmg stock of them s lalge, any ,_
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abstractxon from that stock for copsumption in- the

arts, or for the purposes of luxury and ¢ commerce,
“will be felt as little:and produce ds llttle eﬂ'ect as“
would the. abstractlon of water for culmary or ma- |
‘ nufacturlng purposes, fromariver or a lake. “But, ; |
; when in consequence of thelr ceasing,’ or havmg.'
-ceased to be money, thelr ﬂoatmcr masses are
: great]y reduced then those abstractions cannot -
: fall to become perceptlble a cilc'u'mstance of _
whlch those 'Who happen to possess any quantlty |
of them,_w;ll surely avail themselves in order to

enhance their price.

It 1s, therefore, of 1mportance to mvestlgate, as

far as we are able, what is the sztuatzon of L‘urope ‘
at present with . regard to the precious metals _whe-
‘ther 1t is still the same which' it ‘was prev1ously N

to 1797 oor, 'whether there is reason to belleve" |

that it has undergone a cons1derab1e change?’

Dlrectmg our attentlon to this 1 lnqulry, we pel-_
“ceive at once that three large empires, and several ;

smalle1 ‘states, have totally ceased to cuculate Wlth |
| CO]l] ~whilst : 1n a nelghbourmo country, Whlch'k y
J used to clrculate with com excluswely, the busx- j

ness is now performed partly with com and partly

with convertible paper
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 In Great Britain, Austrza, Russia, Denmark,
Sweden, and Norwty, the precious. métals are, in’

fact, no longer money. In France, the convertible

riotes of lier bank circulate together with coin.

Tn the United Stdtes of America, which may be

considered, in this respect as beIOnglno“ to the

3

European family of nations, the morney-concerns

4re in such a state of Horrible confusmn, that
it would be difficult ‘to give ‘an account of
them ; but we ‘may there also consider cucula’uon

s almost exclusively performed with paper.

And what effect must these c1rcumetances have

| produced on ‘the floating stock of the . precious

metals in Euro];)ep IR
We learn, from. the careful researehes of Alex-

ander Humboldt, ‘that the aggregate amount’ of thel
precious metals, which had flowed into Europe

. from Amemca, since the dlscovery of that continent
up 'to- ‘the ‘year 1803, a period of three’ hundred‘

: lmd ¢leven years, was one thousand one hundred

A- dnd sixty-six- millions of pounds sterling*.. The

dctial circulation of speme in'Europe it the close
‘of. ‘the Tast’ eentul‘y, has been estlmated fby the

frzeryrra figit -3F

T Essay on New S‘paiu{,l VollV R
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most able pohtlelans, at about three hundred and
ﬁfty millions of pounds, which 1ncontestably shews
that there are drains in operation, Wthh have ab-
sorbed during the period stated, upwar ds of eight
hundred millions of pounds, independently. of the
precious metals recelved from Africa, and . fur’
nished by the mlnes of Europe tmd Szberza, durmg
the same period. =~ : ;

_These drains are, the consumptlou of the pre-
cious metals for plate, lace, gilding, &c., and their -
exporta‘uon to dsia. = ‘

The consumption forkplate in France amounted _
in value, in the year 1809, to one million two
hundred thousand pounds ; and Mr. Humboldt
thinks, that the. lamount of lthe’ genel‘al annual
consumptlon for plate in Europe, cannot be-esti-
mated at less than five millions of pounds He

.....

adds, “I shall not discuss what portion of these

-« metals is derived from the meltlng of old plate ;
“ but I believe, we may conclude from the data

¢ which g ‘have laid down, that the quanfity of -

~gold and sﬂvel, extracted from the mines of

Europe and Slbeua, is very far from replacmg

‘the mass of the precious metals annually em-

ployed in Europe, in plate, lace, and glldmg,
D2
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“or dlss1pated by an extreme d1v1s10n, or actually /

“. Iost* ”

The same author, after a diligent examination

of the various estlmates of preceding’ writers on

the same subJect states the annual exportatlon of

the- prec1ous ‘metals from Europe to - Asia, round
‘the. Cape of Good Hope, at four millions of pounds
sterling; and that from the Russian empire, by :

~ way of the Caspzan sea, ‘at one million of pounds

Mr. Playfazr rates the annual exportatlon round

the Cape of Good Hope, from Great Britain alone;

at‘two millions two hundred thousand pounds

~On the other hand, the annual importation of -
the preci‘ous»metals from - America, ‘amounted in -
the first years of the present century, to about eight
. millions of"pounds; ‘so that the absorption'-by
"consumptlon and exportatlon, was little more than -

compensated at that perzod by the annua] lmpm-‘

tation.
Smce then, the trade round the C'ape Qf' Good

\ Hope, from this country, as well as from the Umted

States ‘of Amerzca, has been 1ap1dly 1ncreasmg,
and must of course, have caused a proportlon-

% Alexander Humboldt's  Essay on New Spain,” Vol IV:
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ablyaugmented exportation of the precious metals.

At the same time it is well known, that the use of
plate has, of late years, become ~much more. ge-
- neral than it was formerly ; and from both these |
_circumstances we may conclude, ‘that the drams ,
of the precwus metals from circulation, by thelr

investment in plate, a.nd other articles of luxury, -

and by their exportation to the east, have been

recently in more vigorous operation than ever.

- But, we have also seen, that their zsry‘lux from

the New Wonld ‘must have greatly dlmlnlshed

‘during  the last . ten years, in consequence

of the pohtlcal dlsturbances prevallmv: in that

portion of it, which most abounds in mlnes, and

the check whlch thereby mlnlng 1ndustry must

have experlenced in those countrles._—-A O‘reat

1educt10n of the ‘ﬂoatlng‘ stocL‘_ of the precious

metals in:Europe cannot have failed to result from
_these causes. R

ThIS position, that the ﬂoatmg stock of theb

precious metals. in Europe, . has become. trreatly

) reduced during the last ten»years,, needs not even

the supp{ort' of actual 'in'formation; which it would -

be very difficult to procure. The fact of such

1eductlon, under ex1stm<r c1rcumstances, ‘was
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posstble, | and therefore it must - -be real. The

movethents of the cotiiniercial World are regulated

by general laws, on- the efficiency and steady
operation ‘of which: we gy - rely with perfect
gafety, as long 48 cotnihercial - actlwty remains
uncontroled, and i siiffered to follow unmo-

lésted the sufe and vigilant guide of inteest.

Thé miercantile spirit, now so generally pervading
the most civilized nations of Europe, will not
and uﬂproductlvve, while théie remains on the
surface of the ‘globe an accessible region where
it ma;yf be éXcﬁunged ‘to- advantage. -~ Half the

Eui;opeaﬁ world, Which formerly circulated with

com, ‘how  circlates w1th paper, and so much
coin as this paper has supplanted ‘must_have
become superﬂuous, and havmg become super-
ﬂuous, it must have been removed." ThlS removal
must have taken p]ace, whethe1 there has been
in ‘the’ annual supplles of the - prec1ous meta]s from
Amerlca a cons1derable reduction or not. If a
cons1derab1e one, ‘the removal w111 have ‘been
eﬁ'ected by ‘the undlmmlshed operatlon “of the
usual d‘ralm alone If inconsiderable, the opera-

© tion of these drams will have become more active,

suﬁ’er any transportable commodlty to lie idle
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and the total sums of the precigus metals, re-
moved from circulation by consumption and ex-
portation, must haye been greater than commeon ;
hecause with us:there will be always some ekmpl.qy-,_

ment for the precioue metals, and any available

quantity of them can never remain on hand long.
There is no check to mercantile enterprise in this
1espect or to the ingenuity- of our artists, except

their becomln(r unavallable, that is to say, not

procurable, unless at an expense which would
destructively encroach upon the profits at which -
they aim. If the million of people, who inhabit

~ this 3me-t1‘op_olis, have each of them two guineas

in their pocket, mer.cantile . enterprise wi]l not -
evasily meddle with these two millions of ‘guineos 3
because, being out of sight, they tempt not to
speculation ; and being a conyemence to those

- who have them in their pockets, they cannot be -
" had, w1thout offering them a compensatlon for

partmg with this convemeuce, thh co;mpepsa- :
tion causes expense. . It is qu;te different if you
supplaut them in the ;pockets of ‘the people Wlth '
one and two pound notes; for when these qre
dlscovered to be equally as useful, and more, co,u- ‘

vement than the guineas, the latter W1H ﬁn,d t(hel,r C




0

‘way to‘the*bankers,‘ and, collecting there in heaps,
and causing a loss of interest, they will stimulate
"enterprlse, t1]1 they have assumed- the shape ‘of
'plate or tr mkets, or lost themselves ‘among the

seml-barbarous natlons -of Asza Therefore, all

) Wrxters on the:subject: agree, ‘that paper—money_

‘never fails to driveout of the country as much
- com as it supplants. -~ To pretend this was not so,

’ would be pretendlng that the ocean is lmpassable,

,or that our merchants are so dull as not to have

"been ablé to - dlscovel ‘a spot wheré gold and

s1lver, in ‘the form of plate, or trmkets, or com,

. or bullion, Would exchange for other commodltles, |

whlch on bemg brought home, will pay a com-
m1ss10n and. a freight. - ‘ 1
We may, - therefore, take it for O‘ranted that
the floating stock  of coin in Europe has dimi-
mshed to the amount of the quantity of paper,
whlch has been brought into use to supplant it

' durmg‘ the last twenty years It mlght easily be
| shewn, that this dlmmutlon cannot have- fa]len

much short of one- -half" of the_‘former stock ; joor,

in kother Words;' that it probably exceeds one hun-

dred mllhons of pounds, if this were. of any

1mp0rtance to the main argument

a1

- Whether the several nations who di‘spehs’ed with

~ the use of ‘the: precious  metals as ‘money; and

~ had récourse to paper circulation, acted wisely ;

‘and ‘whether they might have: avoided this mea-

- sure without ‘abandoning : the “cause ‘for which

they struggled, is a questlon not now under-my
consideration thoucrh I cannot ‘help’ remarkmg,

that -when a natlon 'goes to war, ‘we must take. it
for granted, it goes to war for a just cause,—-—-for

the- attainment of a - national . object  worth. the - |

cost. . We: must take this for granted, because: all
pohtlcal reasonmg, partlcularly in'a free country,

is founded on the supposed existence of a pre-

dominant- portion of .virtue ‘and wisdom -in- the

public councils, without which there could be no

longer a :
ger any reliance of the nation on itself ;-and, in

such a state of things, no political doct'rine eould

be considered -as resting on a solid bas1s - But,

if the attainment' of great national. :objects must,

on such occasions; be presumed .at stake, an

| 01gamzat10n of somety would seem defective and

unworthy of our enlightened: tlmes, in*which an

efficient. exertion - of ‘the energies- of the nation

.shou]d be rendered dependant upon the precarious
vsuple w1th a 'foreign commodity, or ‘upon - its
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* successful retention in the country - The want of |

money, whether it occur. with governments or
individuals, always proves most embarrassing. to
those who are actuated by principle,—who have
a .regard for moral obhgatlon ; and least so to
those who know not such restraints. « T cannot
« gupport,”. Sald the famous General Wallenstem,

¢ an army of ten thousand men ; but one of one

+« hundred - thousand will take care of 1tse1f .

Conscription is an easier mode of recruiting an

army than enlistment.” A prince who considers

ali-property* within the reach. of confiscation as
his natural prey, or scruples not to make coined
copper pass for silver, refusing afterwards to
recelve it in payment himself, often is able to

- conquer dlﬁicultles under which a gover nment,

conducted upon correct moral prmmples, must

gink ; and it would be curious enough to turn

" over the records of history, with a view to ascer-
tain how often the mere want of money has occa-
sioned the bad cause to trlumph, and the good
one to fail. If an inviolable - regard for the

" sacredness of contracts, and a correspondent con-

sistent moral conduct .of the government through-

out,: is:the most permanent foundatlon of pnb_hc
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prosperity, one of ‘the most essenti'.il features in
the fabric ‘of a sound and durable system of
national- polity, - will be the mdependence of the
curl ency of casisl adverse: contmgenmes
)‘But to return to my subject. I think I have
s}hk'e'w’n,‘ that the floating stock of the precious
metals in Europe must have experienced during
the lastitwen’ty\ years ‘a great reduction, which
occurrence renders jit doubtful, at least, - whether,
“nd‘er,thé actual circumstances of the world, and,
fparticular]y‘of this ﬂcQUntry;"the ‘precious metals
may riot have lost, in a great measure, that ad- |
vantagebf a superior steadiness of value which
once recommended them, and with it their claim
to a supemol fithess for the purposes of money?‘
This “leads me naturally to the consideration of
the practicability and propriety af the re-esmblzs/zment
of a connexion betiween ﬂze currency and ﬂze preczous
mez‘als Whetllel 1t be eﬁ"ected by a return to
to’ the Restriction ‘Act ; or, by rendermg the
notes of the Bank ‘of England conver tlble at the
Bank ' into bullion; ‘on  the plan” proposed by
Mr. Ricardo. -+ A subject, to the careful examina-

tlon ‘of Whlch 1 fe€l the moie anxnous to invite
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"your attention, as. many gentlemen, of : decided

talents, lofty ‘sentiments of . lndependence, ‘and

R~0‘reat respectability, have formed upon it opinions,

which T cannot. help regardlng as hasty and dan-

‘gerous. |

The  best mode of proceedmg in thls mqmry
will beto ask, wh_at previous steps would the Bank

have to take, in order to prepare -Athem_sle_lves for

- a resumptlon of specie payments ?

- The Bank for this purpose, in the ﬁrst place,

would have ‘to- w1thdraw front cn'culatlon ‘an

'amount of - bank-notes, suﬂiment to raise their

value to a par, w1th gold! - Tt
1 shall : refram from reviving: here the o]d dlS-

' fcussxon respectmg the depreciation: of - the notes

‘of the Bank of England. The author of the letter
to the Right Honourable Robert Peele has brought
forward again the long, stale strmg of arguments,
whleh have. been so often before the. Pubhc, in-

rtended to prove the deprec1at10n and he has re-

v1ved them, couched in terms of asperity, w1th :

regard to:those of a contrary oplmon, which are

| always improper; a and are partlcularly unbecommg

a writer, whose production, in many passages, ex-

 hibits very contracted views, and a mind to which
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the topics of political economy seem to be far from :
familiar.* i o A
Those arguments, most .impartially considered,
prove nothing after all, save that the value of gold
and bank-notes remained no longer uniform, when .
convertibility ceased! and who will deny this? -
But whether gold rose in value, or paper sunk, or -
both—that is the question, and that questlon re- .
mains undecided.—That gold may have risen, the

* <« Thus,” he sa‘y,s,' for instance, page 52, ¢ the .very ternt of .
exchange has no meaning, except on the supposition of  the
tra.nsactlon, which is dwfully deprecated (v12 ., the transmission
“ of currency from one country to another), - It is not exclzangc

- of commodities, nor exchange of bills, but exchange of the currency .
of one country for the currency of another, as the name ongmally'
“ 1mports, which is the basis of all commerce between civilized na=
tions, and without w‘mch no mtercourse, but that of barter, could .
take place between them.”  Now, unfortunately, no intercourse
but that of barter hardly ever takes place between them, whlch is
sometimes | effected directly, and sometlmes cxrcultously " The

~ actual transmlssmn of currency forms always a most insignificant

part of the general transactlons. Is there no trade between this
countiy and the United States of America? Thé tables will shew
an annual exchange of property to the amount of eight millions.
of pounds and upwards. Yet who has ever seen, except as objects
of cumosny, guineas and Enghsh bank—notes in Ameuca, or ed,gles
and American bank-notes here? ‘' It behoves :an author, apt ito:
make such gross blundexs, to be guarded at least, and modest in
his expressions, and not to treat with consummate dlsrespect those ~
who have the misfortune not to sha.re ‘his sentlments.
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ablest writers on the subject no longer deny,~—-Tl1at |
“the Bank may have extended their issues rather

too far, 1s not improbable ; and the truth in this,

as in 80 many similar instances, lies probably be-

tween the conte_ndmg parties. . Indeed, theappre-
ciation of gold, riuring»the war, in consequence
of the great demand for it, hoth to pay immense
armies, and to replace the chasms in the means of
circulation, -caused by the want of confidence and
credit, and the disappear ance of their transferable

: 51gns, promissory-notes. and bills of exchange—
" is now 0fenerally admitted by men of quperlor in-

tellect hke Mr chardo* and the doctrlne of the

I ewcluszve depreciation- of bank papel is only main-

talnable, by asorlbmg to the prec1ous meta]s a
legal.and mempkyszcal 1nalterab1hty of value, which
we all know they do not possess in reality ! |
If by some volcanic convulswn, the prmclpal
mines-of the prec1ous metals in the world were to
crumble m, or ﬁll 1rrecoverably, w1th Water and
in consequence: ofiit,a smpenny piece. should have
in future to perform the functlons of a shlllmg ;
or, lf by the dlscovery in Europe of. some vast bed

:*?:P_roposal‘s‘, &o. S_ect.J:III,_ 3 |
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of virgin gold, its quantity in the world should
suddenly multiply ten-fold—would the author of
the letter to the Right Honourable Robert Pecle

| still contend, that the value of gold was unaltera-

b]e, on account of the proclamation of the fourth
year of King George the First? - - _

Mr. Ricardo’s reviewer, in the N orthern Journal,
when' alluding to the fact, that, in: ’18'15 and

- 1816, “the price of bullion fell, and the exchange

came to par, notw1thstandmg the continuance of

the Restriction Act, admlts, that this fact would

be conclusive evidence against the depreciation of
Bank ‘of England notes, if .it could be s}lewn;’
that when this fact occurred there were as many
notes'in cn'culatlon, as at the period of the’ great-
est depressmn of the exchange. ¢ But,” he
continues, ‘it would be worse than idle to set
¢ abou;t?provillg by argument, a fact so 110torioue'
“'as ‘the prodigious diminution of Bank paper“,\
“ in 1814 and 1815. Two hundred and forty
“ country ‘banks in that period stopped pay-
L rnent, &c*.”a—«Well! and what does this prove?
Certainly, that there was in tl;e country an-excess

it i

1 "*"EdiuburghRevieW, No. L'XI-; p.65.
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 of Bank 'paper,‘ibut' not that: there was an excess.

of the.notes of the Bank of England ! 1t proves

that the country bankers had traded beyond their

capltals, and. issued their- notes to €xcess; but,

by no means, that the Bank of England had done

so. Asthe countr y bank notes were convertlble ;

into -Bank of England notes on demand, these,

before the failure of the country banks, were cer-

tainly. involved in the deprecmtlon Gold 1tself

would have experienced, if I may be allowed the |

expressmn, the same. calamity, if the Rest1 1ct10n

Act had not: existed. Mr. Edward Thornton has
fully shewn, that an over-issue of convertlble paper |
may depress, not only the value. of such ‘paper, |

 but also - that of the coin itself, which circulates .

along with it. 'The Edinburgh Reviewer acknow-

ledges: himself  the truth of this fact repeatedly, : 5

in the Essay referred to;  and, with this fact

. before our. _minds, when we see gold fal] the

exchanges rise, and Bank of England notes Te-

cover :their former- value, without any material

dlmlnutlon of their amount in circulation ;—when |

we see all thls, as soon as the country banks, who

had overtraded. themselves, disappear; does not

this ecircumstance go . far ‘towards ;;e.stablisning
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that Wiitli regard to Bank of Engiand notes, an

over-issue may | have never existed ! |

_ Leavmg the question- of deprecmtlon to take

care of ‘itself; I repeat, that the Bank of Eng-

land, in order to prepare for the resumption of
 specie payments, in the first place, _have to, |
* withdraw from circulation an amount of bank
notes, sufficient-to raise their value to a par Wlth
gold. - .

‘As the difference between their value and that
of gold is hardly more at" present ' than six to
“‘seven per cent., the withdrawing from circulation
of a sum in bank notes, from one and a half to
three millions of pounds, probab]y Would suﬂice
for that purpose. ' RN

-The abkstractlon of this sum 'from»C'ircn]ation
could not fail to produce some distress, .The
“ very great perfection,”. says Ricardo, < to |
“ which our system of economising the use. of
« »money has arl;ived by the various. opei‘ations of
-banking, rather aggravates the peculiar evil of -
¢ which I am speaking, (the distress for money
prev1ously to the payment of the d1v1dends)
because, When the quantlty of circulation is
reduced, in consequence of the 1mprovements

E
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-« which have been adopted. in the means of
S eﬁ'ecting our payments, the abstraction of a
¢ million or two from that reduced circulation,
¢ bhecomes more serious in its effects, being so

< much larger a proportion of the whole circu-

-~

¢ Jation*.” Yet, if nothing more were required
on the part of the Bank to proceed forthwith to
the resumption of _spec1e‘ _payments, - than the
Withdrawing from circulation a sum in bank
notes of the amount stated, the measure could
.not be considered as pregnant with insurmount-
. able difficulties. The pressure, after the lapse of
a few months, would subside; and business
would proceed in its usual course. 3
‘But it is a great mistake to imagine, that the
fretur'n- to specie payments could be effected so

easily. The Bank have not, in all 'probability,»'

at this, mdment, in their vaults, a greater specie

‘capital than one and a “half to three millions of -

pounds; pelha‘ps, not even ‘so much as the first

‘of these sums. - But suppose itto be three millions ;

Wlll any one. Who is in the least acquamted with

o Préposals, VcS*c‘.,v page 39.
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the principles of banking say, that a'paper circu-

lation of twenty-ﬁve millions, even under the most

~ favourable circumstances, may be safely support-

ed with a specie capital of only three millions ?—
No idea could be more wild. To act upon it would
exhibit an unpardonable conduct, totally incompa-
tible with those principles, and at variance with a
due regard for the preservation of the character
‘and credit of an institution, with the high stand-

ing ‘of which, the very capability of the govern-

ment punctual]y to fulfil its engagements, and
the Pprosperity of the whole country, are inti-
mately connected. * To suggest such- an _1dea,, -
therefore, and still ;mere to defend it as .expedi-
ent and proper, would appear to me deserving of
censure, if I saw not, among its advocates, gen-
tlemen, for -whose intellectual powers I have too

much respect not to feel somewhat diffident of

~my own, when I have the ‘misfortune to. differ

from them in oplmon. )

- For several years, prevmus]y to the ‘year 1'797
the amount of Bank of . England notesln circu-
lation ﬂuctuated between ten and eleven. mllhons
of pounds, all of Whleh were for five pounds and
Upwalds, and the Bank kept in thelr vaults an

' E2
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average stock of specie of about two inilljons andv
‘a half. T .
As the bank always lose the interest on the
| spe(:1e thus kept, it cannot ‘be imagined that
after an experience of upwards of a century, they

should have kept in their. vaults a larger sum of
_ specie’ than prudential consuleiatlons, that is to
say, a due solicitude for the solidity and cr edlt of
the institution rendered indispensable. -

- At present, the amount of their notes in circu-
latlon is from twenty-five to twenty-eight millions ;
and yet the same ‘small specie capital is to be
adequate to malntam them in cnculatlon When
rendered convertible!! ’ '

- Before 1797, the. country was stocked with
“specie.’ A capital of twenty mllllons and upwards
floated in the country in the form of - gold coin,

and all the paper of the Bank in circulation

scarcely amounted to one-half of that sum.
At present, no such spec1e capital exists in
the country at all, and Bank notes have 1ncreased

to nearly triple their. former amount

 Before 1797, the Bank was itself only the largest |

yeservoir m the system of general cir cu]atlon, into

- which reservoir spe01e was a.lwa,ys flowing, and
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from whence it again issued.
call for specie manifested ‘itself,' the Bank had
only to curtail their discounts, thatis, to diminish
their issues, and the floating specie capital of the
country would at once receive an impulse in an
opposite direction—would flow back to the Bank

in the dlscharge of debts,” due to the 1nstltut10n,

and 1eplenlsh its coffers. -
In the present state of things, a similar measure
of self-defence would entirely fail in its object, be-
cause there exists not in the nation a floating specie
capltal the. tide of which could be turned. If the
Bank, in this situation; were to attempt a great re-
duction of their issues, great pressure and distréSs,
and, perhaps, augmented cal]s on.the Bank:for
specie, would be the consequence ; but the coffers
of the Bank would remain as empty as ‘before.
‘They could not command any specie, excef)t what
they sho'ull_d.pr(jcm:'e by actual purchase.
- Before 1797, the Bank was a convenience to the
Public, . and the accommodatlon of the Public
proved a source of emolument to the Bank ; but
they may be .considered as havmg been mdepen-

dent of each other : “the Bank with their. small

tuudahon, feeling - themselves at liberty to ‘con-

‘When an unusual :
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" tract their business, whenever they chose ; and the

Public, with its twenty millions of coin,-though

inconveniénced, perhaps, by such proceedlno on

the part of the Bank, yet could submit to it with-

out any vital derangement of its concerns. - At

present —such is the dependance of the Bank and |
the Public ‘on each other, that the same measure

on the part of the Bank, which was formerly a

measure of selfédefe11<§e; and was effectually re-

sorted to as such, now put in force to any extent,

would imply self-destruction on the part of the
Bank, and involve the country in ruin. .. .~
A specze bank,in @ country destitute qf a specze ca-

pital,- seems lo_me a glaring misconception, fallmg .

little short of a downright absurdity. |
~-¢ Nobody wants specie when bank-notes are

at par!” is the feeble argument of those arrayed |

on the opposite side of ;the)questi('m; and it has,
unfoi'tunately, acquired too much influence over
their minds. ~ But, _were the Bank never eXposed
to any runs upon them, when their notes were
,convertlble? Was there not, on the contrary, in

1797, ‘artun so great, that it was feared the usual

measure of self-defence, resorted to by the Bank

-on such occasions, would prove. unavallmg 1-—And
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‘what gave rise to such runs >—The Public was

formerly provided with guineas, . as it is provided

with one and two-pound notes at present, and

could have no occasion for any great -additional

quantity for the purposes of circulation.  If, not-

withstanding, the call on the Bank for guineas

was sometimes urgent, it could only proceed from
two circumstances—either, a general alarm, and
fear of some unknown danger, caused them to be

sought for as -a valuable commodity, to be trea-

‘sured up as aresource in evil times, or, an increased’ -

demand for them abroad, and an unfavourable

state of exchanges, made them an object of mer
cantile speculatlon el AN
Aud is there any secuuty agamst the recurrence

of similar circumstances? - Does the public proe-

perity rest on a more safe foundation than it did

formerly ? Is the national debt diminished 2 > Will

a less revenue suffice for the necessities of the Go-

~vernment ? ' Avre the general affairs of the World in

a more settled state than they appeared to be forty
years ago, prevmusly to the revolutlon in France?
or is not the reverse of all this the case P——-And

p'u‘tlculdrly in a ﬁnancml pomt of view, has not

the floating-stock of the precious _metals greatly -
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- diminished ? and is not thecontinentfrom whence
the priucipa] supplies of them are derived, in a
state of anai‘ch_y and confusion ? ~ Have - we not
~seen, within these few weeks, that demands' for
comparatively small sums of specie, in a ne1gh~
hourmg country, now the best stocked Wlth specie
of any in Europe, caused therea run on the Bank,

obhgmg them rapldly to reduce their issues; and

has not this measure produced a depresslon in the

French funds, a'gl_'eat distress for money, failures,

and a stagriation—a gloom in the commercial

- world, from which it has not yet recoveredP Sup- :

_ pose specie payments resumed in Great Britain,
in the way the advocates for thls measure propose,
and that a war were then to break out, for 1nstance,
“with Russm—-—Fmancml warfare ‘being so much
b_etter;undel stood at prese_ut than formerly, sup-
pose the Emperor of Russia'should then thihk it

good policy to sac’riﬁ'c'e,:oh the yoth_e_vr_ Side of the ‘,

"Channel a few millions in the purchase and ab-

stractlon from cwcu]atlon of as. large a sum of

What would be the eﬁ'ect of such a measule on

thls country P—-—If Restrlctlon Acts are to become

a "‘61’16]&1 war—measure, what good purpose can
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their revocation answer, du14ing the intervals of
peace P . ‘ ‘ , ,

To render the resumptxon of specie payments
practzcable and safe, the country must first be re-
placed in the situatiou in which it ‘was pl‘eviously
to 1797 ; that is, it must be re-stocked with specie
—an operation which can only be performed hy
the Bank themselves. o S

And how have the Bank to proceed for thls
purpose ? - | S

' They must purchase bullion to have it comed !
Then the further questions arise, /7, herewith can
the Bank purchase bullion ? How much have they
to purchase? and in w]zat manner s the Publzc to
be supplied with the gold when coined ?

~The Bank- obvmusly cannot purchase hulhon

with their notes, because it would imply an incr ease

~of thelr issues, and a decllne in the value of bank-

- notes in exchange for gold ; whlch ‘with the aug-

menting scarcity of the latter, in proportion as
the Bank take it out of the market, would prove

‘lumous to them, and be absolute]y mconslstent

with the attainment of thelr ob_]ect in view,

In order to make this point more appar ent we




58

" must at once direct our attention to the quantily

of gold, which the contemplated measure of re-
stocking the country with specie, as an- indispen-
sable preparatlve to the - general resumptwn of
qpeme—payments, renders it necessary the Bank
shou]d purckase, and not only purchase, but lock

up in their coffers.
For this purpose, it is not sufficient for the Bank

~ to purchase a certain- quantity of bullion—to the

amount for instance, of two or three millions of

pounds——to have it coined into sovereigns, and to

begin to issue them.—All attempts to qﬁkct zhezr

purpose gradually must prove abortive.

" For, on the one hand, there is no motive Why
the people should keep sovereigns, after they have

dlscovered that one-pound notes: go as far in use,

and are more ‘convenient ; and, on the other hand,

the continued purchases of g"Old, which the Bank

are compelled to make, in pursuance of their ge- -
neral plan, will -cause a demand for gold, ‘which

cannot fall to offer the holders an opportunity of -

partmg with - the soverelgns to some, advantage.
The Bank, ‘therefor e, will, in this- case, pmchase,

¢oin, and; issue, the same gold over and over again ;
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and, after continning this operatidn for years and

years together, they will not be nearer thelr ob-
ject than they were in the outset.
- « The fate which attended the late issue of three

« mlllhons of sovereigns,” says the Edinburgh Re-

« viewer of Mr. Ricardo’s work, “ not oneé of which
¥ . ‘ ‘

remained in circulation three months afterwards,
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will, 'we should hope, prevent any further at-

“. tempts to make gold coins of legal weight and-

ﬁneness, circulate in- company Wlth inconver-

«“ tible pape1

It is aO'amst the nature of things' that fwo- cur-
. renczes, of equal denomination as to value, but of :
_ different intrinsic quahtles and different conve-»

nience, should circulate in the market at the same

time ; partlcular]y if the’ Zess valuable be at the
same time the 7 more convenient, The more valuable
and less convenient will dlsappear from 01rcula-
t\lOI] “the less valuable ‘and more convement will
prevail. Bank-notes, as sueh are cu'culatmg me-
dium only, even if their prlce ‘have béen brought
to a par with that of gold whilst coined gold- is
both money and valuable commodity. If there be

any where a demand for it as commodlty, it w111

be melted down, and bOld, and the perfoxmance |
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‘of circulation will be left to the paper, which is
fit for nothing else —If there be no 1mmed1ate de-

mand for gold as commodlty, the soverezgns will

,prefeued on account of its greater convenience— .

but;the gold coin Willtnot‘l.'ema,in long at the

bankers’, because its accumulation, occasionind a

loss of /interest, they will not fail soon to discover

some means of disposing of it to advantage.

~ To succeed in re-stocking the country with

specie, the Bank not only have to issue the coin,

but also to take the proper. steps forf keeping it
in circulation. One step for this purpose, which

has been already noticed—will be to p‘reserve‘ their
paper on a par valuev,with_‘gold ;—the -other—fto

‘take away from the Pub\]ic, the more convenient,

and therefore preferred, substitute for gold coin—
-the one-pound notes. ~And ffur_ther, as . we have

just seen, that it is‘im'possible to maintain in cir-

; culatlon, at the same time, two descrlptlons of

cu1renc1es, of equal denommatlon, but different

intrinsic iquahtfles——suclh as soveljelgns and one-

pound notes—it becomes indispensable ‘fork _v the

‘ ‘Bank, in order to be eqnsistept? to effect the ex-

cl_l_angev of the one for the other, in the same way
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in which the exchahO‘e 'V‘0f ‘the new for the old

silver coin was effected late]y—that is, at once

- throughout the whole empire.

But soverelgns, to be exchanged, must first be
had, and the amount of one and two pband notes
in - circulation, being about eight millions of

pounds, the Bank, in the first place, must pur—

‘chase gold to nearly an ’equal amount, have it

coined, and keep it in readiness in their coffers.
They will then be able, in some degree, to place

the country in a similar situation, with regard -to

| specie, to that in which it was previously to the

passing of the Restriction Act, in 1797.—I say,

in some degree in a similar situation—because the

. sum of gold coin circulating in the country :'I‘)re-’

viously to that peried; was unquestionably much

‘large"r, and has always been’ estimated at tWenty

millions of pounds, and upwards.

“We must further keep in mihd that the Bank,

“independently of the eight millions of one and

two pound. notes, have also in circulation, from

;elghteen to twenty. millions of notes of a higher -

: -'denommatlon. ‘Supposing even that they 1eduee

theylr; circulation by two or three millions, still

from sixteen to eighteen millions will remain;
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‘ and, according to the well-known rules of bank-

ary times
ing, prudentlal cons1de1at10ns, in ordinary s

would require that a specie. capital of one-third

of that sum, or of six millions of pounds, should

be provided, in order to support them in circu-
lation. But, 1 beg you to reflect well, how dif-

ferent will be the situation of the Bank of Eng-

land, when resuming specie payments, from that of

a specie bank, established in a country possessmg
a specie capital, like France is at present, and as
England was . Aformerly. In such a count1y the
Bank not only naturally receives a large portlon
of metalhc treasure in deposzt, but there is also-a

cons1de1 able daily influx- of specie into the Bank,

in the rotation of busmeSs, and the course of the -

daily payments made to the institution. The

capablhty of a bank to support. their notes in cir-
- culation ; that is to say, ‘their ability to give to

the holders. of them specie in exchange when. de-
‘manded, depends greatly on the general amount
of. these deposits, and on the amount of specie

daily : -veceived in ‘the rotation of business; and,

- as the Bank of England - when first resuming

specie payments, will hdve -no such deposits,. and

~ cannot depend -on receiving in the course of
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business any quantity of specie worthwnanlingx,
their situation will be, by that much, ‘the more
precarious ; and theyA could not well consider the
credit, and solidity, of the institution as beyond
the reach of accident, unless they were. to starg
with a specie cap1ta1 of at least half the amount of

their notes in circulation. Thlswould be nine

millions, three of which, I have presumed, they
"have in their vaults alret\\dy, g RS
‘The Bank, therefore, in due preparation - for
the great - measure, onght to procure, have ceined,
and keep in l'eadiness,’ gold to the amount, at
least, of fourteen ‘millions of pounds. :
¢« If .the Restrlctlon Act’ -should - now - be re-
pealed,” says . the. often-quoted author in the
Edinburgh Review, “ and the Bank of England
- obliged to pay its ‘no_tes in ;gold coin, at -the
“.p'leasure of the holders, it would be ‘necessary
¢ to.purchase ﬁfetn _tWenty to thirty millions’ worth
¢ of gold bullien *” It cannot. be denied that
the ﬂoatmg—speme capital of this countr 'Y, previ-
ously to the Restmctlon, ‘was probably -equal to

that sum. . But 1 shall cons1de1 fourteen mlllxons

§ 1*{:Ecllnbu1'glx R("View:,NO-fLX‘L,fp’agezﬁs:.g }
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as su{ﬁ‘cient for the ohject which the Bank have
in view, in order to avoid the appearance of wish-
ing to exaggerate difficulties. ‘ e
Now, in what manner are these fourteen mil-

lions of gold bullion to be purchased provided

‘they can be had ?—Certainly not with bank- notes,

issued in addition to those already in circulation

at the time. On the contrary, we have seen, that
their amount in circulation must be diminished,; in
order to elevate their market value to a par with
that of gold. The purchase can therefore only
be effected, by sellirig,'\at thehsame ﬁn:ie,‘ a cor-

responding amount of other property ; so as again

by that means, to withdraw from circulation as

many notes as were paid away in the purchase of
‘gold. This property could be no other than
‘Government Securltles, vig., Stock and Exchequer

- Bills.

Let us examine the consequences of these
steps, w1th regard to which, as we have seen, the
Bank have no choice, if the resumptlon of spec1e
payments is earnestly contemplated :

~'The withdrawing from' circulation of two or

three millions of Bank-paper, in order to elevate

this to a‘par.value with gold, as a preliminary to

e
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the further operations ‘of the Bank, will ahéady
‘cause some scarcity of money, some s‘rao nation in
business, and a decline of prices.

The pressing into the market at the same time,

~millions after millions, of Stock, and Exchequer

Bills, must cause the general decline of prices

to affect this species of proper ty more than any

other.

The purchases of gold abr oad made directly,
or indirectly, by the Bank, cannot fail consider-
ably to depress foreign exchanges. - This will nct
be doubted when it is considered that the amount
of gold Wanted—-fourteen millions of pounds—-——'
is nearlv equal in -value to the total yearly
exports from Great Brltam to the Contment of
Europe.

~ This depression of foreign exchanges,. as far as
it'WiH operate as a bounty on e'Xp_ortaticn, would
rather have a tendency to animate industry, and |
to benefit the labouring classes, but, unfortunately

it is tantamount to a farther depression ofthe cur-

~ rency, 1‘e1atively to .gold ; - and, as the contem-

plated great measure 1mpe1 iously demands, that the

‘;Value of the - paper currency should be kept on a par

mth that of gold, a further reduction of the issues

F
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of the Bank is required, which will counteract this
beneficial effect: of the depression of foreign ex-

changes, reduce sti!l further the price of stocks,

~ increase still;‘fm'ther the stégnation'of ‘business,

and make the distress for money evireme. .

- To what extent these different eﬁ'ects Would go,

jt. is difficult to calculate, since much will depend '

on the time the Bank may take to accomphsh

. their object; and on contemporaneous commercial

contmcrenmes ‘But, supposing that by good ma-

nagement the deplessmn -of - foreign exchanges

“would. not -exceed. ten per - cent., even, then, to

keep Bank- péper on a par with gold; a further

abstr actlon of such paper from circulation to the
amount of two, or three millions; would. seem: to
become indispensable. , R
The zmmedmte and dzrect losses which the Bank,
and, in some measure, the Public, Would sustain,

in consequence of these prehmmary steps towards

a resumption of specie payments, ‘may.be vag uely

estlmated as: follows :— B
~Loss per annum: of - & per cent. in-' - - - -

terest on: 14 mllhons of stock sold. «o. £.700; OOO

‘ Carmed forward 700,000
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|  Brought up £.700, 000 |
Loss per annum of 5 per cent. on ‘

6 millions of .producnve‘Bank paper,

abstracted from circulaiion .... 300 000
Loss, per annum, of 5 per cent. on

6 millions of unproductive specie stock, -

kept in their vaults Ceeeeeienes ceees -300,000

’ Red'uCiiOﬁ of arinu’al‘ inéome «oo. 1,300,000

Sacrifice on the sale of stock to the

amount of 14 mllhons—say, 10 per

CENt. . eeuan s naunaesiiaias ot 1,400,000
~ Sacrifice on’ the purchase of gold to ‘

an equal AMOUNE «& v vvesesenninans 1,400,000
Sacrifices of the Bank in sale’ of

stock and purchase of gold ........ 2,800,000

- Making not less than a reduction of one million
three hundred thousand pounds in their. income,
and a sinking of pfinCipal to the amount of 1ieérly :
three: millions of pounds. T

-« If the Bank. should be agam ca]led ‘upon to | |
‘ pay their notes in specie,” says Mr Ricardo,

"% the effect Would be to lessen greatly the profits

“ of the Bank, w1thout a correspondent gain to
F2
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¢ any other part of the commumty, and thus,

“ to mdulge a- mere caprice; a ‘most expensive

“ medinm would be substituted for one of little N

« yalue. Besides the loss. to the Bank, which
<« must be consudeled as a loss to the community,
general wealth being made up of individual

¢ riches, the state would be subjected - to the

¢

N

e ‘useless expense of coinage, and, on ev‘ely fall
« of the exchange, sovereigns would be melted
« and exported™.” ..o . L

~Ali this time 1 am supposmo that there Wlll be

no- particular. difficulty in procuring gold, since -

M1 Ricardo assures us, that the Bank may now,
if they please, have a stock of specie equal to all
thelr notes in circulation, and -upwardst: -

" assertion, the correctness of which Tam d‘lSpOSEd to
‘doubt, particularly, if the specie; when purchased,
is to be withheld- for a time from cuculatlon,
“a circumstance which makes in the operation :an

- ,, essentlal dlﬂ'erence. Gold, under this suppos1-

tion, would not increase in value " speculatively,

that is to say, not as commodlty hboulmg under |

o Ploposals, ‘S"c, page 25
lexd,pagegl SRR
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deficiency of supply, during a périod' of extraor-
dinary request; yet, from whatever country, the.
Bank may draw the fourteen millions ‘of gold

bulhon Whlch they have to procure, the: ﬂoatmfr

metallic currency of that-country must there be
expected to appreciate at least ‘in proportion to
the abstraction of such a sum from its metallic
wealth

“The measure of this appreCiation must again
depend on the extent of the specié*m}arket which:
will be directly or indirectly affected by the ‘ope-
rations of the Bank.’ We can hardly,"f(')r_ instance,
consider, as comprised within that market, Po-
land, the mtermr of Italy, of Spain, c%c., because,
as the trade of England Wlth these countries is
very lm_nted, the specie cwculatmg in them can
only be very remotely available. The gold pur-
chases of the Bank would be principally felt in
Flance, and as’ her metallic circulation. . cannot

well be rated ‘higher at plesent than _ at. sixty -

i 'mi]_lions of pounds, it may well be. questioned

whether fourteen millions could ’be»abstl'acted

from- this sum, without. producing a very consi-

der able and injurious chasm in the cu'culatlon of
that country.
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- We may fol'm somé,idea of this;wh‘eﬁ we again
direct our attention to the effects which resulted
in France towards the close of the last year, from
loans to goﬁérnment to the amount of about twenty
'mill‘ionsv'of pounds, as detailed in the very able
report of Mr. Lafitte, on the affairs of the Bank of
France. The payments towards these loans,

~ though gradual, produced an universal want of

mpneyi‘and great distress, which, beginning 10

affect thef'specie'vfuuds ‘of the Bank of France,

and to diminish them greatly, obliged the Bank

“to reduce‘their_discbunts,' which measure, aftei -a
little while, caused, as usual, a reflux of the
_specie, ‘and a replenishment of their coffers. - But,
in this instance, it must be observed, there was
‘no abstraction of specie from the general amount
in circulation ; no locking up. - The specie only

changed  places. - Th‘e ‘payments, moreover, of

the ‘loan, were gradual,’ and instalment after in-

- stalment soon reverted ' again ‘to ‘the - channels
whence it had been derived. '‘Hence the -usual
remedy to which banks have recourse on such

" occasions could prove, and. actually - did prove,

effectual.: There was no great real diminution-

_in the specie means of the country ; there had-
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no where occurred an increased - specie-capacity,

as it were, and. specie-absorption ; yet, the. de-

struction of fictitious capital, which always takes-

place, even ‘during -the ,existe’ncg' of temporary

pressure, caused a great deal of distress; the effects

-of ,wllicll,wyere~ then felt, and continue to be felt

in this country. But a resumption of specie pay-

‘ments ‘in England would produce an increased

specie-capacity, ~an  augmented . absorption. of

specie. . The specie which the Bank of England

must procure, and. wherewith England is to be

re-stocked, will, in this case, not revert to its.

former channels of circulation ; and the effects,

with regard to a general pressure for money, and

a corresponding appreciation of the currency,. in

France as well as here,- must, therefore, prove

very serious, and, in a high degree, permanent.

The fact is, ,th‘zit‘ the floating stock of the pife-,

cious metals in Europe, as I have shewn . before,

: l;a‘s.become'~ reduced ; and, that their value,. in
~ consequence of it, has become more ﬂﬁctuati_ng
and unsettled . than -it was formerly. - Intelligent
: mer(;,haﬁts feel that there is 'a.something.eXefcisi'ng
‘a strange influence on the: commercial LCanems‘

of the world,.and bafiling ordinary. calculation.
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~ The cil’c’umstance‘ which 1 have pointed out
probably produces that ll]ﬂllellée.

~ The appreciation of the currency, which must
attend the pi'eparations of the Bank of England,
for a resuniption of specie payments, w:h_eneVer

~attempted earnest]y, and with a consistent per-

severance, will be no where so great as in Great,

Brltam and all the calamities which I have shewn,

- the heommng of this Letter, to flow from:
such an appreciation, will be mﬂlcted upon. this.

country.  Foreign trade will decline ; -domestic

consumption still. more.  An unprecedented

“stagnation of business will take place' ; ihdustry-
Will*langcish ; the distress for work become uni-
versal ;'\and millions of the ]aboul‘ing classes will
‘be delivered over to starvation and wretchedness. -

How this state of things again would affect the

revenue, and through ' the revenue, the. public

‘creditor, - | need not expatiate upon. But I beg

those, whose sensibilities were so much roused,
~when a somewhat depreciating currency some-:
what affected .their incomes, and who ‘then pro-.

claimed that (l(:‘plCCldth[], (supposing it to have

ex1sted,) to be pregnant with injustice and fraud ;

I beg them to - cons1dervh0w.they could reconcile:

-
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to principles of common honesty an aggravation
of the weight of taxation, principally in its pres:

suré-on the lower and middling classes of society,

“equal to ‘an addition” of one-fourth, or of ‘one-

third, ‘perhaps, to their nominal ‘amount, by

W vshlch, if ‘the nation should be able to’ bear it,

the stockholdels chiefly wou]d benefit. ‘The de-
pl eciation had, at ]east to palliate its: injurious
be(mncr on the wealthy part-of the commumty,
the plea of necess1ty, durmo a state of war, in
which - national existence itself seemed “to ‘be
threatened. But what excuse could there be for
the wanton infliction of such misery on the bulk
of the _people," ‘merely inf'c'olhp]iaﬁceﬁ?ith féome
tlnéon‘eﬁca] conceptions—to satisfy a caprice, as

Mpr, Ric‘ai‘dc calls it—or ‘from an obstinate  ad:

7 helence to an anthnated train of notlons, “which

smt no longer the times in whlch we live! -

~The 1esumpt10n of specie payments cannot be
accomphshed except by léadiﬂfr: “the T'natio‘h"
thlough a’ per ind of confusmn, ‘of trouble, and:
manifold sufferings, ‘the consequences of - whlch

could not be calculated




4
i
i
2
il
b
il
E

74 -

- All:these difficulties, which cannot fail, I think,

~ to be considered as of a most serious and ap-

palling nature, mlght be, it would seem, for the
most part, avoided, by adoptmg ‘Mr. Rlcardo

certamly very ingenious, and, at the first v1ew,
highly recommendable plan. of makmO‘ bank
notes convertible, ‘at the Bank, into gold bullion,

at the standard value of three pounds seventeen

shllhngq and ten-pence | ha]f -penny per ounce. If,"

in addition to this regulatlon, the Bank, on the

“one hand, as su«rgested by -the Edmbm 0“h Re-

viewer, were not obliged to answer such demands,

~except for sums of five hundred pounds and up-

wards ; and if, on the other, they were bound to

‘receive. gold bullion for their notes after the same

rate, .the system would appear perfect. - Very
little gold bullion would be required, because it

would only serve as a standard and 1egulator of

" the value of the paper. currency The actual

demands for it would be- conﬁned to its uses, -as

’merchandlse and commodlty No mllhons of it

need then be purchased by the Bank to be comed

‘No abstraction would be. reqmred of a large

annual sum, the mterest on the national specle

‘stock, from the productive capital of the nation.
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No loss of revenue would have to be submitted to

on the part of the Bank ; no sacrifice of principal.

- No run on the Bank need ever:to 'be'apprehended

from the eﬂ'ec_t -of a panic, on an ignorant, pre- -

judiced, and ungovernable multitude. .- The value
of the currency, fwhils_i_; all the advantages and

‘conveniencies of paper money would be preserved,

could neveribe apprehended to sink below that of

the standard. All the uneasiness arising- from

the reduced floating stock of the precious metals

in Europe, and from the dreaded consequences

~of an appreciating cnculahng medium, . both: in.

Great Britain, and the ad301nm0* countries, would
vanish ; and, it is none of the least- recommenda-
tions. of -the plan, | that lts execution might be
proceeded to-at -once, thhout much  preparation,
nothing further being apparent]y,._reqtli}'ed,,itha_n

to rediice the Bank issues by.a few millions, so

as'to elévate the value of their, paper to a par ,Wlth
that. of gold. .

“Yet, it seems. to me that thls Ameasure, : however
admirable it might be, : perhaps, as a temporary

expedient, or, as:a -compromise with ;prejudice,

and a stubborn association .of ideas, still -too ﬁrnﬂy ‘

rooted ' to -be at ;once . completely ' overcome,
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could not, afterall, be recommended on the more

elevated ground of being thoroughly sound in prin-

ciple,]and';ca]cule;ted ‘to become the permanent.

ground-work of an improved monetary system.

- The whole idea obviously rests on the pr etended ,

snalterability, or, at least, great steadiness of value,

of the standard———Gold_, Wlncq’Mr. Ricardo would

be the more apt to over-rate, as with him all value

is principally derived from the qilantum of labour

which the production of a commodity will require.

I have already mnoticed this conception to be in

some degree erroneous. It is, perhaps, the only

_one in his admirable treatise on political economy,

to which this observation can apply; but this
error faiils not occasion_ally to vitiate the correct-
ness of his reasonings, and their 'application to
practlcal purposes. -

«“ Gold and silver,” says Mr. Rlcaldo, « Jike all
“ other commodltles, are -valuable only in pro-
“ portion to the quantity of labour necessary
¢ to produce them, and bring them to market.

~

, _‘,.Gold. is about fifteen times dearer than silver,.

. ¢ not because there is a greater demand . for - it,

« nor becadse the supply of silver is fifteen times

-~

, ,“gn‘éater than that of gold ; ‘but soLELY because

“wy

« fifteen times the labour is necessary to procure.
““ a given quantity of the latter.” * - : '
‘This admitted, the value of the standard must
be in a’ considerable degree permanent; because
the situation of its ores, and the quantym of la-
bour necessary to bring them tb'light, is, perhaps,
not likely to undergo any great change ; and we
know -the surface of onr globe now so well, that
if a new continent was to farnish them at a chieaper
rate, so as radically in this respect to alter the
value of gold, at least such a continent is ’ﬁrst to
be formed ! - | TR
But the position is erroneous. - The cost of the
production of a gommodn‘y aﬁ"ectb its value only -

thlouOh its effects on the supphes, which it regu-

lates in a measure; and the supplies effect the

value i= their conlparagive relation to the demand;
from which demand, or existing desire of posses-
sion, all value springs immediately and directly.
‘The cost of ,pi'odueﬁon regulates supplies iz @
measure, not solely. He who knows the' situation

of a treasure, and knows also that he could bring

it'to light at a moderate éxpense,tw_i__ll; notwith-

. Prinéiplés of Political Economy and Taxation.: - Ch. x?x'v;:". .
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standing,’ le'we it undlstmbed, if he has reason

- to fear that he should be murdered, or have the

treasure taken from: him when produced 1 have

already noticed, in a former. part of this letter,

how many causes may affect the productiveness of

mining mdustly in America. v
Agam, if the supphes of gold should remain

the same as hitherto, and there should take place

~a cousiderable change in the demmzd for that com—

‘modity, this change in the demand must unqueb-

tionably affect its value. -
1 have moreover shewn, that the superior steadi-

ness of value, which the precious metals have hi-

therto supported was 10t even owing, as is always

asserted, to their‘ great durability.  For. -what is
this durability to us, if it causes not accumulatlon‘

—if  the pl'ecmus metals’ lose - ‘themselves. among

the semi-barbarous: nations. of central Asia? Whe-
ther penshmg or mig ratlno ‘they equal]y dlsap-
“pear !—Nor is it owing-to any smgu]ar steadmess

of thedemaud for them, as merchandlse and com-

- modity, but solely to the circumstance of their
' havmg become the mateual for money,—-—whlch

circumstance has kept Iapge.mflsses. of them afloat
in civilized Europe, on which masses’ those ah-

13

K13

<
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gtractihg ‘demands made little impression; parti-
cularly as they were generally satisfied siléni{y,f and
Without any formal application to special holders:

‘Let us hear Mr. Ricardo himself on this: sub-

ject, - because the involuntary acuteness of his

rmmd gives- evidence against. the correctness of

some of his own theoretical conceptions. -

¢.The metal gold, like all commodities, has its
value in the‘market‘ ultimately regulated by the
comparative facility or difficulty of pmdminm

“ it; and a]so from its durable nature(?), and

K3

-

(14

from the dlﬂiculty of reducing its quantity (P),

“ it does not easnly bend to-variations in its market-

“ value? yet the difficulty is much increased from

“ the circumstance of its being used as money. - If
the quantity of gold in ‘the market for the pur-
[14

¢ pose of commerce only, were 16,000 cunces,

£

¢ (4
¢ and the consumptlon in our manufactures were

18

2,000 ounces annually, it might be raised one-
fourth, or 25 per cent., in its value, in one year,
by withholding the annual supply, v(su'ppo'séd to’
“ be equal to 2,000 ounces;) but if,,riAn conseqﬁéhce
of its being used as money, the quantity employed

“ were 100 000 ounces, 1t would not: be raised

one-fomth in va]ue (by the same deﬁcwncy of :
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s annual supplies) in less than. ten years.: And

~again, .

A This is the quality peculiar to- moncy .\_All

“ other commodltxes, of which there existsa limited

¢« quantity, and which cannot be increased by

“ competition, are dependent fm their value on the

. asers™
< tastes, the caprice, and the power of purch

countr
< but money is a commodity Wthh no: y

No
“ has any wish or ‘necessity. to. mcxease']'

mil-
o inore advantafr'e results from using twenty

rency.
u llons than from using ten mllhons of currency

¢ A country. might have a monopoly of silk, or

«« of wine, and yet the prices . of silk. and wine

“ mlght fall, because fir om caprice, Or faslzzon, or

4 taste, cloth and brandy might be preferr ed, and .

« substltuted The same effect might, madefrree,
« take place. with gold, as far as its use is con-
¢ fined to manufactures but, while money is the
£ ‘genelal medium of exchange, the demand for
“ it is never a. matter” of choice, but.always of

¢ necee51t§+ S
Consequent]y, if you cause gold to cease to be

. * Not SOl€lj then on the cost of productlon
1' This position also is only true in a ver y llmlted seuse.
1 Prmc1p1es of Political Economy, ‘Sﬂc p- 251.
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money, you abandon its value, like‘that of all
other commodities, to the influence of caprice, and
faskwn and Zaste; to which I would add, and to
the vigour or slackness of commercial enterprzse,
which influence must put an end to the superior
steadiness of its value. _ , 3

- And when, it loses this character of steadiness
of value, it becomes unfit for the purposes of  a
standard ; fo'r‘nothing' could - be more - horrible
than a currency, constantly obliged to’ follow the
fluctuations of a capricious commodlty, now

rising, ‘now falling—particularly when ,op_erated

upon, as would be the case, by the speculations of

great capitalists*~causing eternal -fluctuations in
the prices of all. other, commodities;’vrendering
all calculations, all p0sSessi‘c>ns,~(aH revenues, vas
cillating and insecure. SRR

But, under Mr. Rxcardos plan, gold reduced
to the lazy duty of officiating as standard, ceases

in fact to be money ; and ceasing to be money, '

becomes unﬁt to be the standard. .
The only answer which can be made to thls
fatal objection to. Mr. Ricardo’s plan is this; gold,

though ceasmg to be money with: us, Wl]l still be

e money with other nations.

G

W,-iﬁ’nz
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I reply,—Even with us the fluctuations in itg

value, in consequence of its having ceased to be

money, have already become much more _consi-

derable than they were formerly, and therefore

‘cause inconvenience. Besides—half Europe has
already abandoned the use of the precious metals
-, as money, and that system, surely, cannot be

‘ deémed a ‘sound one, and qualified to become per-

manent, which depends for its eligibility with one
natlon, on the circumstance of its not being adopted
by others ) ’

At most, therefore, the adoptlon of Mr. Ri-
cardo’s plan might be recommended as a tem-

porary expedient ; as a compromise, for the time

- -being, with obstinacy and prejudice; and so far

1 should ‘most heartily join in its recommen-

datlon, if I were not of oplmon that we may do
much better, in adopting  at once a ‘system tho-

roughly sound in theory, and perfectly safe in'its

-execution, fit for an enlightened, and free 1iati0n'

like this, qualified for immediate adoption without

-eausing any. disturbance of the established priéeé,

or any other dlﬁiculty whatever ; neot e‘ndangéred

in its eiﬁcacy, or affected in’ifs ehglblhty, byvl
~ being adopted by other natxons also, and -every
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way calculated to preserve Great Britain comfo’i 't
able, and independent in this 1espect to the end
- of time—at least, to the downfall of her ]awa, her
liberties, and her Constltutlon, which, in the ge‘
neral ruln, Would involve that of her curr rency.

To shew this, lend me once more your undl-

vided- attentlon, and reason with me, most rlgor- ‘

ously, if you please, but unbiassed by preposses-
sion. | o

‘What do we want >—~-A commer01al 1nstrument
of circulation, and tranafer—a currency, for home
use, as cheap, as convement, as safe, and as un-

varying in value, as human mgemuty can make 1t

We ahould have all these reqmsltes in a paper- ‘

currency, prov1ded it could be rendered safe, and

- unvarying in value. Let these two. pomts be es-

tablished, and the palm of superior e]lo‘lblllty

‘must be at once accorded to this currency by all

mmds who have blought theu facultles to ‘bear

on the subject

A standard lns been proposed—-—Gold ot Whlch

"the pl etended _ superlor unaltel al)lh‘ry of value

‘was to, 1egu1ate that of the papel-currency, and '

Leep 1t in mdex

But the value of thls standald or of 'my
SR g :
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. standard 'Whatevel, must originate in certain cir-

cumstances attendmg it ; since value is not an
innate quahty of any substance whatever, but
1ather a speczes of re-action of cermm moral qfec-

tions of men, upon. the objects 'wn‘k which we are

, surrozmded

And that re-actlon will communicate an inde-
pendent and, if you please, real value, mot
requmng any standard for its regulation, to any

substance ‘whatever, on Wthh 1t can be nrought

to bear in a steady and unvarymg manner.

In other Words—value arises from the desu‘e of

possessmn Wthh an obJect awakens-——that is to

say, from demand. Gold 1tself owes its value to the i

s1tuatlon it holds among the mass of thlngs as an
object of des1re, as a commodlty demanded, in
reference to the existing facﬂlty or dltﬁculty of

satlsfylncr that demand———that is to say, of supply

~ And any other commodlty, natuxal or art1ﬁc1al

‘ mateual or 1mmater1al to which a s1mllar s1tua-

tlon, with 1ega1d to demand and supply can

be 1mparted must possess 1n as hlgh a degree, :

1ts own, mdependent real value, and, if 1ts

' situation in this respect can be rendeled more

f red, more unckangeable, its own, mdependent,’ :
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real value, must become in the same degree
more steady than that of gold itself.

We value gold for its uses, so we do slips of
paper, Banl;-notcs_ for instance, which have been
qualiﬁed for a particular use, for the bui‘poses o»f
money. ‘ | '

The more dgfmie the uses of a thmb, and the
more de ﬁmte its quantity, in proportion to those
uses, the more definite, and steady, must also be
its value. - x :

The uses of gold are thousand fold ; shps of
paper, thus qualified, can only be used as money.

| - The quantity -of gold in the world depends on
a\'thonsand circumstances, beyond all control,
and especially beyOnd the control of thi's nation ;
the .control of the quantity of slips ‘of paper, thus

qualified, the nation has ‘unquesti'()nably, and

-most completely, in her power.

”A"deﬁnite quantity of paper-money in Great

Britain, must bear to the total of he1 productions,

her industry,” and her commerce, a more steady

;Vproportlon, than the indefinite, and always vary-

| lng, avallable or absolute, quantity of gold in the

world, caneither bear to her p1oduct10ns, her

lndustxy,_. and her commerce, or to ‘the pro-
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* ductions, industry, and commerce of the world

at large.

- The value of Bank-notes, therefore, springs in
this case dir eetly from their nature, as instrument
of commerce, as medium of circulation ; is 1nde-
pendent of any standard, and detelmmed solely
by their use and limited quantity.-

Give limited guamfzty, and bank-notes are better

'inoney than coin; if not, all reasening is fo]ly b

~ And cannot this quanti_ty be regulated 2

- If the firs{ Bank-note, issued beyond ‘the sum
limited by law, were to blow up the whole kl‘)orard

of directors as inevitably, as an electric spark

‘would, applied to their seats, if they were seated |

on barrels of gunpowder, nobody in the nation
would entertain the least ,apprehension of over-

. issues.

And would not the security be equal]y great if
the breach of the law were rendered punishable
with death, if you please, or the confiscation at
least of all the private property, of all the direc-
tors, and officers of the Bank, concerned in the
transgressmn 2 B ‘

- Pass such a ]aw, and let it be’ executed as ri-

B ‘gor_ously,_as has been hitherto the law against for—r |
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geries, and there w11] be no ddngel of its being
frequently violated.

Laws are often deficient in their eﬁ'ect when

~they bear .on . the poor and needy, who are
placed too frequently in the alternative between
y-cnme and distress, and to whom therefore repu- -

. tation, and life itself, are of litile importance ;

but they may be ‘depended upon for efiicacy,
when bearing upon Bank Directors, with large
for tunes, and generally in possessaon of cha) acter,
and of every thing that can render life desuable
They may partleular]y be depended upon, when
levelled against a crime, in regard to which there

hardly could ever . exist- a degree of temptatlon

~in the smallest degree commensurate Wlth the

dancer of its commission..

Let us suppose, thelefore, such a law passed,

~and the . max1mum of issues of: the Bank 'of

Enfrland unaltel ab]y fixed ; and th(.n let us com-.

pare. the respectwe clauns to steadlnecs of value,
. between gold and such Bank-notes.

. Gold..

,Productlblhty -—Dependmg on the dlSCOVGly of

* . new mines, or on the produetlvenessuof_ those -

~already worked ; on the encouragement, and
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safety, attending the working of them; on
the freedom and safety of commercial inter-
~ course with the countries whence they are de-

'rived,and on athousand similarcircumstances.

‘Labour of Production.—Depending on the state
" of the mines ; on the perfection of machinery -

" for draining them ; on the general progress

of the arts; on the expense attending its

‘ separation from - its 'Ores—whicll depends

‘again on the supphes of qulcksﬂver which
“supplies m their- turn depend on a great

variety of circumstances.

“Uses.—Endless ; yet for no purpose indispeksable ;

- subject,I therefore, to incalculable variations.

‘ Quanfity —Absolute, or available—uncertain, by

many millions per annum.
, _ Bank Notes. = o
Productibility.—Indefinite, and therefore with-
out influence on their value, like that of air
‘and water. ‘
Labour of Productlon.—None, ’ comparatzve]y,
and, therefore, as mcapable of aﬁ'ectlng their

“value.

" Use. ——The most definite—good for nothing but

“money,’ and as such, mdzspensable.
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Quantlty —The most definite 1magmable by sup-
posmon. C R

I shall not discuss hele the subJect of forgeues
Cases of counterfeited coin are stlll more frequent
than those of forgeries*, and I do not despair
that forgeries ~may be eﬁ'ectually prevented
Though men can genelally do what other men
have effected, yet the purse of a natlonal Bank
co- operatlng with the gemus of the natlon, may ’
pelhaps, succeed in glvmo a modlﬁcatlon to shps

of paper, Whlch w1ll bid deﬁance to the crlmmal
efforts of individuals. '

Bank-notes, therefore of Whlch the jssue is

limited by law, must be more stead ly in thezr value -
than gold itself.

Yet, it may be objeet'e'd this steadiness of
value depends eolely on the law o |

And is there any s1m11ar securlty Whatever, '

' answer but what springs from the same source ?

Suppose spec1e payment% resumed —~What then is
your securlty, w1th regard to the value of bank—

It appea,rs from the Report to Parhament, durmor the last
Scsslon, that the number of pxosecutlons for forgel y, ls, to those
for counterfemng coin, as one to seven.
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' capltal
| Bank 1mp11es a rlsque Wlth regard to ‘the poss1-
blhty of complying with the law. Nothmg more
can be expected from the directors of a bank |

90

notes,?‘ The law, constituting the Bank, which

obliges them to pay on demand, to the holders

of notes, their nommal value in specie! And
when the sovereign authouty think proper to

pass a Restuctlon Act, is thele not an end to tlns

’secuuty o
But, of the two ]aWb, the one 1mposmg on the

Bank, the obligation to pay specie on demand,

- and the other, limiting their issues under rigorous
,mﬂlctlon of the severest penaltles and punish-

ment Whlch Wlll oﬁ'er the greatest securlty to the .

Public? :
The degree of securlty Whlch a lavv glves to

the Pubhc, is necessarlly founded upon. the possz-

bility and probabzlzt y of its ‘observance.

But, no Bank ever keep in their coffers Specle
equal to the total amount of thelr issues. I‘ o doso
Would be against the very natule and utlhty of such |
an mstltutlon, Whlch consxsts in tm nmg credlt 1nt0 ‘“f"""
‘ The very character’ therefore, ‘ of a ;

“than to conform r1g01 ous]y to the es*tabhshed rules |

of bankmO‘ and to obselve, in thelr genelal ma-f
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nagement, the dictates of prudence. - If they do
s0, and the current of events turnsup a N apoleon,
confoundmg all calculation, by disturbing the

“usual order of things, then they must stop pay-

‘ment, ,or apply for the aid of a Restriction Act,
and yet they will stand exculpated before the
Public. : IR |

~ On the other hand, no political phenomenon,
of whatéver nature, could ever compel a Board
of Directors to transgress the law which limits
their issues. If the:sovereign authority,runder
any circumstances, should choose to give them
liberty to extend those issues, it will be on the
part of that authority a free, and deliberate, not

- a compulsory act, become indispensable, in order

to legalize an infraction of the law no longer
avoidable. : DT
But the infraction of the laW, 1t m'ty be further

said, in the first case, becomes manifest, ‘and the

| fear of its becommg 80, ~will (hctate a conduct
‘which shall prevent the possibility of its taking

place ; whilst, in the other caSe;Athe infraction

-may long ex1st Wlthout bean' known, whlch will
*invite to the commlssmn of the crime.. oo

To th1s obbervatlon | rep]y, in the ﬁlst place,
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that o bank may for a long time transgress the
rules of banking, and issue their notes to excess,

‘before an unforeseen demand for specie causes

the. impi'opriety of their conduct to become mani-

"~ fest,—to which 1mpropr1ety seldom any greater

disgrace or punishment attach than that attend-

ing generally the non-compliance with commercial

‘engagements. But, if a bank, issuing incon-

~vertible notes, and hmlted in theu‘ issues, is at

the same time compelled to render to the proper

‘authority, ifnonthly or weekly returns of the

amount of their issues, and if these be rendered |

public, the security of the nation against over-

issues will be greater than in the former case;

‘because the transgression of the law, to which, in

‘this case, a much greater odium attaches, Would

require so - great a compllcatwn of criminality

among the several officers of the mstltutlon, that

- jt.could.never be concealed long.’

- The balance of secunty is, therefore, again on

the side of inconvertible paper and limited issues.

- A further advantage of this inconvertible paper

~currency is a sort of elasticity, which, with it, the

monetary system acquires ; an aptitude to adapt

jtself to the wants of commerce. = =
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For, though the Bank be‘lim’ited in the amoun,tA
of their issues by law, yet they are not compelled
to keep that whole amount conqtaﬁtly in circu-
lation.  On the contrarv, as they are to discount
at five per cent., and a portion of their capital is
necessarlly always employed in discounting, if
the maximum of legal issues should happen -to
exceed 'the wants of commerce, interest out of

doors will fall* below five per cent., and the ap-

" plications for discount diminishing, a portion of

those issues will flow back into the Bank, and
remain unemployed.

On the other hand, if an iyric‘rease"of business
require a greater quantity of ciréu]atihg medium,' |
a portion of the issues of the Bank of England,
employed as \capi‘tal by 'c‘ountryb bankers, will
bring into existence an awxiliary currency, the
amount of which will be regulated ‘and limited, .
as well by the discount—the hire—which vyou pay
for its use, as by the local capacity of the dis-
trict to which 1t> circulation will be confined ;
the convertlblllty of such auxiliary currency mto
Bank of En0]and notes, necessarily prevent—
ing its being issued to excess for any length of

tlme.
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5 Besldes all the 0the1 advantawes attendmn

“ the use of papér money,” says Ricardo, “ by

¢ the JudIC]OUS management of  the qnantlty, a
« degree of umformlty ‘which is by no other

¢ means attainable; is secured to: the value of

o~

¢ the circulating medium*.”>
The currency proposed seems, therefore, to

possess the essential requisites of cheapness, con-

 venience, = steadiness of value, certainty of sup-‘

ply, and elastlc1ty
- In times of dlfﬁculty and dangel such a cur-
rency will also exempt the institution issuing it,
from being injuriously affected by a panic. -
“And I'may still add another, and I think hot a
small advantage. 1t will render the prosperity of
a country, as far as it depends on an undis-
turbed state of the c‘urréncy, if 1 may be allowed
the expresswn, conquest-proof A ‘bank, pos-

sessing metallic treasures, may be -despoiled of

them by an 1nvadmg,almy, and, ‘w1th their loss,

the affairs of .the Bank»ivill become  deranged.
But, even an 1nvadlng enemy . will hardly be so

bhnd to hls own interests as to d1stu1b a currency

-

# Proposals, &c., page 12.
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‘Buonas
when speaklntr of Austua, is said to

like the one - now under considelation
PARTE,

have fr equently observed, that her paper-currency,
' zll—reoulated as it was, had been her salvation.

The necessary limits to this Letter prevent my

entering into all the details of the subject. Itis

sufficiently obvious, that if the system of such a

currency were adopted, the notes of the Bank of
England must be made a legal tender. The
maximum of the Bank issues would, perhaps,
best be fixed at the average sum of their amdunt
in circulation, during the last six months'pre-
ceding the new regulation. “'This measure would
imply the least possible innovation, and be, in
the- whole, the most impai‘tial and just;.for, in

itself, it will be of very little consequence, whe-

" ther the maximum be ﬁxed at a few millions

more or_less. The Bank of England ought to

remain the organ of supplying the country with
currency; because that institution possesses all
the necessary quahﬁcatlons for doing the business
well; is perfectlysystematlzed properly connected
with the mercantile part of the commumty, has
acquned great experience, and commands con-

fidence. .. B;ut: it .seems highly plop_er that the
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State should derive a revenue from the institution,
| commensurate with the large - emoluments - the
Bank will themselves derive from their operations -
under the new system ; and this revenue could not,

| pelhaps, be better employed than by being added
oper manent]y to the income of the sinking-fund.
Any apprehenswns of dlStI‘ebS, from want of a

" due supply with currency, would, I think, be
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appearance, - presumptuous. I almost tremble,
‘when surveying the phalanx of gentlemen of su-
perior talents, and high standing for intellectual
acquuements, whose oplnlons are opposed to my
own on this occasion ; and my feelings are the .
more alive to the mlsfqrtune of this dlsagreement,

as I am personally arcqnyainted with man y of them,

* and should much prefer to know my sentiments
- were in unison w1th theirs. When hearing it fall

groundless, :since the Bank will be placed unQer )
the eye of Government, and under the control of |-

fmm their lips, that defendmg an inconvertible

Opinion, in consequence of the periodical and de- Cmrency was defendlno the cause of fraud and
b

tailed accounts they will be obliged to give of the ||
amount of  their notes in cnpu!atwn,.bemdes its

being their interest.to. supply the Public with as

iniquity, and taklng the side of the angument
which nobody would readily take, who respected

SRR e

“himself, and Wlshed to be respected—I was ready

much  currency, within the limits of tbe law, as -

it will be willing to employ. -

“These are the prlnmpal observations which have
occuned to. ‘me on this impor tant question. - 1
submit them to you-and to the Pubhc, with great
diffidence, and with a profound conviction of my
1nab111ty of domg complete Justlce to the -subject,
thoudh my expressmns, in-the warmth of discus-
sxon, may have been sometlmes posmve, and in

to doubt ny own convxctmns, and tempted more

_than once, to throw these sheets into the fire, even

while writing them But I derived some courage

‘from the very halshneqs of these expresqlons,

whlch, in, the mouths of men of taste, ‘seemed to R
betlay an 11’r1tab111ty, not alto«rether compatible
with the dignity of truth, and, therefore, rather
lndlcatlve of some doubts respecting the sound—
ness of their doctune I felt myself, beSIdes, kept

in- countenance by Sir James Steuar Z, of no mean

-;authorlty, who has advanced much on the 1mpe|- '

H
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fection of material money, the advantawes of an

‘immaterial one, as he calls it, and the superﬁulty

of a standard - for the latter; but has neglected

giving his ideas, on ‘this subject precision and

cons1stency, by a full developmeut of the orlgm
and nature of value; and has not sufﬁmenﬂy

shewn the lmportance of the hmlta.twn of the

“amount of such money, dwelling mme on the
idea, that its quantity is of little consequence, thanr

“on the necessity that this quantlty large or small,

should be £ xed

" But, Whlchevel of the two svstems may ulti-

'mate]y recelve the sanctlon of exper lence and' ‘

pubhc opinion, as I have enter talned for sevelal

© years past the ideas and sentiments respectmg an

inconvertible cuxrency, which 1 have detailed m
this letter ; and as no prlvate VleWS have had the
smallest shale in theu‘ foxmatlon,. 1 trust that

they will be recelved by your, self and 30111 frlendq

wllth'mdulgence, if I should .h_ave erred, anﬁd that
‘ 'the“tribiite' of ’dp'proba'tion' will not be e’hZz’felj

' w1thheld, if 1 should hdve succeeded in thxowmo

some neW hoht on the subject' '
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