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PRACTIGAL OBSERVATIONS,
&c &c &c .

« REASONING on things by figures is the
way,” says Sir William Davenant, “to come to
sure conclusions.”—To reason in this mode,
exclusively, is the object of -the present work.—
The things to be reasoned upon are the opinions
of the Bulhon—Commlttee and the figures to
be employed are chleﬂy those contained in the
Appendix to its Report. Abstract reasoning is

foreign to my purpose; my observations will
be founded wholly on facts, and these will be

introduced with such details only as are ne-
cessary to render their application intelligible

to those who have not the Report, with 1ts Ap-

pendix, 1mmed1ately before them.

In the early part of 1809, the forexgn ex-
changes experienced a rapid and unusual de-
pression; at the same time, the price of gold-
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bullion rose in an equal degree,—and the varfa-
tion, when at the highest, in October and No-
vember, amounted to nearly 20 ;
The pubhc a:ffntxon wa?; dragﬁ ?:?Zhls sub-
ject by a pamphlet, pubhshpd late in 1809,
(the substance of which had previously appeared
in the Morning Chronicle,) entitled, “ The high
Price of Bullion a Proof of the Depreciation

of Bank-Notes.” Thispamphlet, by Mr. Ricar-

do, is wholly theoretical, and, so far, unsatisfac~
tory ;—because the theories are mot brought

to the test of experiment. Other publications

followed, ou the same subject, but T patticularly
dllude ‘to: Mr. Ricardd’s work, ‘fiot only: as havt
ing been ‘the -immediaté caise of the " Hiquiry
which' has -since ‘taken’ place uﬁdel the authio-
rity of the housé ofcommons, butasa syﬂabus of
the Report v which has been preSented‘by the Com-
mittee: and T refer, dn'ecﬂy, also to a pamphlet
pubhshed by Mr. ‘Mushett, of the Mint, be-
cause ‘the- 1ab1es annexed to ‘it are essentxally'

useful to the'i ‘inquiry, and are h6t found, at

least not in so convenxeht a shape in" the Ap-
pendm to Che Report.
At the commencement of ‘the 1ast session of

,‘ Paxllament a select Commlttee of the Househ

of Commons” Was appomted to ¢ Inquire into
‘ the cause ‘of the high "price of" bu}lion, and  to

take into consideration the state -of the circu-

lating- mediumy. and of the éxcliariges between
Great DBritain- aitd. foteign parts.” - Thé Com=
mittegisat upvrards of three months, 4nd, at the -
latter end of the $essiony piesénted a Repoért;
with a copious..Appendix of evidence and do-
cumehts, which: : supplies; in. greht measoie;
the deﬁuemy s@vmplamec} éf in Mr. Rlcardﬂ’ :
work., o

The Report is erttem in d tohe of authorrty
which; scovus:; doubt and spirrns- at hesitatibn ;
it delivers, ““as most clear,” opinioni§ which theé
Committee has: formed most “ decidedly,” on
topics: the most speculative; dnd treats as
vague afidt tmsatisfactory the results of practice
and the dictates of -experience: a Report’ so
frained; and emanatihg flom such autherity, is
seareely: tangible by argument ; but as omnipb-
tefice itself finds its: Limit in contradiction, - so
must authority itself submit to the hrghex au-<
bbomy of faet, .

o A rigid i mquwy into ﬁhe aecuraey of opihions
so promulgated, on a subject of Vital imports
@nce to the national interests, might, under any
cireuthstanes, - be justified; - but 'there is more
than usual - cause for inquiry in the present
instande, becanse the opimions of the Coms
mittee are altogether: 4t variance with those of
the .pérsons- selected. for éxamination, and wha
must be présunied to have been; at least in the
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judgement of the Committee, most: conversant
‘with the subjects brought before:them ; there

are, therefore, two opposite opinions before:
Farliament, on the influence, for instance, of the ' -
greater or less amount of bank-notes in circus
lation, on the course - of exchange; and the
price. .of ‘bullion ; the one"theoretical;’ forming

the substance of the Report, the other practlca]
and pervading the Appendix. . ~

Under, these arcumstances, what. oplmonf

shall the public adopt?—what course is: Parlia-
ment to hold? “When a theorem is proposed:
to.a mathematician, the first thing he does: with

it;” says Paley, * is to try it ona simple case ;

if it produce a false:result he is sure’ there:
must be some error - in - the - demonstration.”——
The public' must proceed in':this way -with
the Report, and submlt 1ts* theones to the
test of fact. i : gk

The question referred to the consxderatlon of
the Committee, viz. the cause of the high
price of builion, meets no direct answer- in the
Report;—but the Committee has offered a
variety of opinions, and laid down several axia,
(the truth of . which I am presently to ascertain,)
from which they deduce the inference, that the
present high price of bullion and low rates ‘of
exchange are caused by an excess in -the a,
mount, and consequent depreciation in the value;

5

of bank-notes. ~The nature of theargy ument on’

which' this. ‘opinion: is founded, cannot be more
concisely or ‘satisfactorily stated than: by dis.
rect reference to the passages in the Report,
and the corresponding passages in the other publi=:
cations I have named, -applicable to this part of
thesubject. ~ This notion was firstsuggested by -
Mzr. Ricardo, who states, “ That Parliament,

by restricting the Bank from paying in specie,
have enabled the: conductors of that concern
to increase or decrease, at pleasure, the quantity
and ‘amount of their notes. (I1st Ed. p. 23.)
Mr. Mushett says,: *“ There can now exist no
possible obstacle to the increase of their. notes
but what their own prudence suggests.” (p.41.)
And :the Committee state, expressly, that * The
suspension’of cash-payments has had the effect
of committing into the ‘hands of the Directors
of the: Bank of England, to be exercised by
their sole ‘discretion, the important charge of
supplying ' the ‘country with that quantity -of
circulating ‘medium, which is exactly propor-
tioned to the wants and occasions of the publlc
(Rep P24 ¢ : .
- In the exercise of this powex the Bank, it is
assumed has - not been sufficiently guarded:;
and- the ‘consequence is, according to Mr. Ri-
cardo, “That the paper-currency of this country
‘has long been, and now is, (Dec. 1, 1809,) at a

=
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considerable  discount; .proceeding from "a..36- -

perabundance of its quantity.: - Mr.. Mushett
sdyss ‘Since the Bank-Resttiction-Bill. took
plaee it -has been genéraﬂy supposed, that the
exeessive quantity of bank-notes in eirculation
has caused a eonsiderable depreciation ‘in, thieir.
value :” (p. 40:) and the Committee has. férmed‘

an opinion  that there is;” at present; an excess

in the present eirculation of ‘thid counttry ;" and
* that the- éxcess is to be ascribed to the want
of a sufficient cheek and contresl in the issiies
of paper from the Bank. of England? (p. 80.)..

And as these. wrxters agree in theé fabt bf’
€Xeess, or - superabundance, of the papeétscur-
rency of this country; se deo they also éoncus -

in the-sign of its existence; “ The sigit of
this excess and depreciation. has been a - per-
manently -unfavourable 6xchangc,f says  Mr.
Mushett, - ¢ The exchiange,” itk the epinion of
Mr. Ricardo, “ will form a tolerably aecuiate
eriterion, by which we  may judge of the debases
ment of the currency, proceeding eithet fiom a
elipped coinage or a depreciated -paper-mioney ;
because, whilst paper can be ‘exthanged for
undebased eoin, the exchange can never be
mote above, or fmore -below; par than ‘the ex-
penses of transporting’ the precious mietals:”
(p- 18:) and the Committee repért t¢ the house
their “ most cleaf opinion; that so long ds thé

7 -
suspension of : cash-payments: is permitted to
subsist; the price of Gold Bullion, and the gen-
neral course .of exchamge with foreign coun-
tries, . taben for any considerable peviod of time,
form the best general criterion frem which any

inference can be drawn, as to the sutficiency

or excess of paper-currency in circulation,” (Rep.
page 91,) and this opinion appears to be founded
on the principle, which the Committee assumes
te be indisputable, “ that the difference of ex-
change, resulting from the state of trade
and payments between two countries, is limited
by the expense of conveying and insuring the
precious metals fram one cquntry to the ot,hger.
. 11)

On these points there seems 3o dxﬂ‘emncﬁ
whatever in the three Treatises ; the coincidence
of opinion, and even of expression, is as elose
as_possible, and the Committee appears to speak
the common sentiment of those who consider
the papev-currengy to.be excessive, when they
sum yp their previously-expressed opinions -im
these words: “thatthere is at present an excess
inthe paper-circulation of this countsy, of which
the most unequivocal . symptom. is the very high
price of Bullion, and, next to that, the low state
of the continental exchanges: that this exeess
is'to be ascribed to the want of a sufficient check
and controul on'the issues of the paper of the
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Bank of  England, and originally to the: sus-
pension of cash-payments, which removed the
natural and true controul.” (page 30.)

My purpose is to ascertain the- sufficiency. of
the grounds on whicli these opinions are found-
ed, ~—the truth in point of fact of the several
propositions laid down by the Committee;

1st. That the variatious of the exchange with
~foreign countries can never, for any considera-
ble time, exceed the expense of transporting
and insuring the precious metals from-one coun-
try to the other. ‘ ‘

2d.. That the price of ‘Gold Bullion can never
exceed ' the mint—price unless the currency,
in which it is paid, is depremated below the
value of gold. -

8d.. That so far as any. mference is to be

" drawn from Custom-House returns of exports
and imports, the state of the exchanves ought
to be peculiarly favourable. - : :

4ath. That the Bank, during the restrxctlon

‘possesses exclusively the power of limiting the
circulation of bank-notes.” e

5th. That the circulation” of country bank~
notes depends - upon, and' is proportionate to,
the issues from' the Bank. '

- Lastly. That the paper-currency is now ex-
cessive, and depreciated in comparison with
gold, and that the high price of Bullion and low

9

rates of exchange are the consequences as
well as the sign of such depreciation.

‘Before I attempt to investigate the truth of
these " propositions, by reference to” the docu-
ments with which the Report has furnished
me, it may be convenient to ascertain what,

on a full admission of all the arguments and .

reasonings of the Commiittee, is the extent of
the evil they point out, what the present state
of the mational currency, as resulting from the
criterion established in the Report.

There is annexed to Mr.Mushett’s pamphleta ta-
ble, shewing, 1st, the rate of exchange with Ham-
bro’ and Paris,for 50 years past, and how much it
has been, in each instance, above or helow par.

2d. The price of gold in London, and a com-
parison of this price with the English standard,
or mint price.

-8d. The amount of bank-notes in circulation,

and the rate of their assumed depreciation, by
a.comparison with the price of gold.

On reference to these tables it appears that,
forabout two years antecedently to the suspension
of cash-payments, the exchange had been, in
some degree, unfavourable to England; that, at
the immediate period of the suspension, and for
two years and a half succeeding that measure,
from Nov. 1796 to July 1799, the exchange
was very greatly in favour of England, and gold

c
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at the miné-price. That, between the end of
1799 and 1802, the exchange was against Lon-
don and the price of ‘gold considerably above
the mint-price. That, from the end of 1802
‘to the end of 1808, the exchanges were for six
years considerably in favour of Great Britain,
and the price of gold stationary, at 2} per cent.
above the mint price.* Subsequently to

the end of 1808 the exchanges have fallen,’

the price of gold has risen as before stated, and
these circumstances have led to the investiga+
tion of the Committee. It results from this
reference, that, admitting the criterion established
by the Report, as the test of an excess of
paper, the grievance complained of is of recent
date, that it had no existence for six years pre-
viously to '1809, and that the circulation of
bank-notes during this period did not therefore
exceed the natural wants of the public and was’
not-excessive. This inference appears undenia-
ble. I do not mean to infer that 17 or 18 milli-
ons of bank-notes then in circulation may not
~ be too much, under other circumstances; but I
conclude, that Mr. Ricardo’s opinion, that the

* It may be said, that even then the price of gold was above
the mint-price; but it appears by the questions of the Committee
and Mr. Goldsmid’s evidence that the supply of gold was
verysmall, and the price of £4 per oz, was fixed by the Bank
of England, whence “the demand exceeded all competition.

11

paper-currency had long been excessive, when he
wrote in 1809, was incorrect, that Mr. Mushett
had not referred to his tables When‘he stated
that the sign of this excess has been a perma-
nently unfavourable exchange.

It results equally from this theory, that du-
ring the year 1809, and subsequently, the circy-
Jation of paper has been excessive, because both
the exchanges and price of bullion indicate
such excess. During ‘a part of this periods
from July to Nov. 1809, the loss on the ex-
change amounted to nearly 20 per cent. We
learn, however, from the Report, that, in the
spring of 1810, the. exchanges experienced a
gradual improvement, that on Hamburgh rose
from 28, the lowest rate, to 31, that on Ams-
terdam from 30 to 33: 5, that on Paris
from 19:6 to 21:11. “The exchange on
Hamburgh appearing (as stated in the Report)
to be 9 per cent. that on Amsterdam 7 per
cent. and that on Paris 14 per cent. against
this country. ”—These calculations do not ex-
actly agree with those of Mr. Mushett; admit-
ting, however, the correctness of the state-
ment by the Committee, a small proportion
only of the loss thus experienced on the
exchanges with the continent is to be ascribed,.
according to the opinion of the Committee, to
the depreciation of our currency,
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It is a principle laid down by the Committee,
and which they consider to have been long
settled and understood, ¢ That the difference

- of exchange resulting from the state of

trade and payments between two countries is
limited by the expense of conveying and insuring
the precious metals from one country to the
other.” It will be equally admitted that, in
the event of an unfavourable balance of pay-
ménts, the depression of the exchange must ne-
cessarily attain this limit, before the ' balance
can be adjusted by the exportation of gold.
The Committee endeavoured to ascertain the
extent . of this limit, ‘thatis the expense of send-
ing bullion abroad, under present circum-
stances, -and ' they come to the conclusion.
“that this expense in the last half of the last
year (1809) did not exceed 7. per cent.—and
they observe that an expense to this extent
does not afford an adequate explanation of: a
fall in the exchanges so greatas from 16 to 20

_per cent. below par. “ The increased cost,?

they add, *of such remittance would explain,
at those moments when the risk was greatest,
a fall of something more than 7 per cent,

- in the exchange with Hamburgh and Holland,

and a fall still greater perhaps in the exchange
'with Paris; but the rest of the fall, which hag

18

actually taken place, remains to be explamed
in some other manner.’

The. expense of sending gold abroad was
in no degree less in the spring of 1810 than

- in the autumn of 1809; and it follows, there-

fore, that, according to the statements of the
committee, the loss on the Dutch exchange,
in the months of March and April last, was
exactly equal to the expense of sending. gold
as a remittance; on that on Hambr ,ug,h 2 per
cent. greater; and that, on the exchange with
Paris, it was undefined, because the expense
of sending gold to Paris was not ascertained,
According to Mr. Mushett’s calculations of the
par between London and Paris, the loss on
the French exchange was 2 per cent. more
than the expense of sending gold to Holland :—
As this was the state of things for some months
prior to the date of the Report, and at
the period when it was presented, it will,
perhaps, with some, be a subject of regret

‘that ‘the passage referring to the extreme of

the lowest depression of the exchange was
not expunged, as the event had proved it to
be one of those temporary effects which the
Committee . had previously determined to dis-

_regard.

- Whether, howevel, the dlﬂ'elence, which re-
_mains to be accounted for in some other manner




14

be 2 percent. or 11 per cent. it is not necessary
to travel out of the Report to assign a cause
for it, without recurring to depreciation :—° Re-
ferring to the evidence of a continental merchant,
on whose opinion the Committee appears to
~place much reliance, they state:—* That poli-
tical events, operating upon the state of trade,
may often - have contributed as well to the
rise as to the fall of the exchange; and, in
particular, that the first remarkable depression,
in 1809, is to be ascribed, as has been stated
in the evidence already quoted, to commercial

events, drising out of the occupation of the

north of Germany by the troops of the
French- Emperor; “the evil has been, that
the exchange, when fallen, has not had the
full means of recovery, under the existing
‘system :"—these means are explained to be,
“the clandestine transmission of guineas, which
improved it for the moment by serving as a
semittance.” © - v ‘ '

Thus, then, it appears, that, on a full ad-.

mission of all the principles adopted by the
Committee, and of their application to the
present case,. the foreign exchanges were, at
the time when the Report was presented,
and for three months prior thereto, about 2 per
‘cent. below the natural limit of depression ; that
- ‘this excess was the emnant of a much greatey

15

depression, ‘occasioned by political events in
the preceding year, during a period in which
the means of exporting English gold coin, at

the mint-price, in payment of debts, were

withheld.—When it is stated that, for 6 months
since the date of the Report, the exchanges

~havé continued at or about the same standard,

or rather higher, and that at present the loss,
onthe exchange is barely equal to the expense:

and risk of transporting gold, it will probably be

thought that the question, as a practical question

- of national importance, is altogether at rest.—

That there is no necessity, at least, for the
adoption of hasty remedies, even though the
correctness of the general reasoning of the
Committee should, on full inquiry, be conceded.
ButIdo not admitits correctness: I do not believe
that the fall of the exchange and the encreased
price of bullion indicate excess and consequent
depreciation of our paper-currency ; and I doubt
it, because the premises, on which this opinion
is founded, are unsound, and the conclusions
contrary to experience.

The basis of the argument of the Committee,
to the examination of which I now proceed,
is that which I have shortly stated in page 8
as the first proposition, viz. *that the difference
of exchange, resulting from the state of trade
and paymens between twe countries is limited

T e
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by the expense of conveying and insuring the
precious metals from one country to the other;
at least, that it cannot, for any considerable
time; exceed that limit:” (Rep.p.11.) there-
fore, all excess of depression on the exchange,
beyond the expense of conveyance, is to be

attributed to depreciation of our currency.

This proposition is so fully admitted, and so
broadly stated, in each of the publications to
which I have alluded, that it isnot even guarded
by the condition, that the country, by which
the balance of payments is due, shall possess
bullion - or specie sufficient to liquidate it ; but,
boldly as-the principle is asserted, and strongly
as reason appears to sanction it, I insist that it is
not generally true, and that it is at variance with
fact. - o ‘ :

~It is stated, in the Report, from the evi-
dence ‘before the - Committee of 1797, that
the average expense, at that time, of con-
veying specie from London to  Hamburgh, was
3% per cent. yet, on reference to the course of
‘exchange with Hamburgh, in Mr. Mushett’s
tables, it appears that, from the beginning of
1797 to the middle of 1799, the exchange
was continually in favour of Great Britain more
- than twice the expense of conveying gold ;—
and, for eighteen months of that time, 11 to
12 per cent. in our favour, of from 7 to

-at least 8 or 10 per cent. and it.is worthy of
- remark, that jthe average exchange with Ham-

-cent. in favour of London, added to 2 per

- gnd 7, after the recoinage, we find the exchange
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8 pet cent. beyond such expense: nor does
this profit appear to have occasioned any
considerable importation of gold, which, dur-
ing this periqd, rose to the mint-price, although,
for several years before, it had, nominally at
least, heen pelow it. - V
In the years 1764 to 1768, prior to-the recoin-
age, when the jmperfect state of the coins occa-
sioned gold.to be 2 .to 3 per,cent. aboye the 111%;1‘;—
price, the exchange with Paris was 8 to 9 per
cent. against London,—at the same time t_he
exchange with Hamburghwas, during the whole
qeriod, 2 to 6 per cent. in favour of London ;
here appears, .thep, a profit of 12 fo 14 per
cent. for the expense, in time of peace, of
paying the debt to Paris with gold from Ham-
burgh, which must have gxceeded the fact by

.burgh, for the years 1766 and 1767, of § per

cent. the price of gold above the mint-price,
constituted a premium of 7 per cent. on the
importation of gold . into England, or, deduct-
ing 13 per cent. for expenses in time of peace,
a net profit of 5 per cent. yet the exchange
Wassnotare‘ctiﬁed thereby. Again, in 1775, 6,

D
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on Paris 5, 6, 7, and 8, per cent. against London
in time of peace, when half the amount would
‘have conveyed gold to Paris, and one-fourth
have paid the debts of Paris at Amsterdam,—
In the years 1781, 2, and 3, being years of
war, the exchange was constantly from-7* to

9 per cent. in favour of Paris; and, .durmg

this period, gold was the common circulation
“of this country, and the Bank ‘was compelled
to provide it for the public at the mint-price.—
It has been already shewn how little effect
‘the precious metals produced towards equalising
the exchange with Hamburgh, - during the years
1797 and 1798; and anothet"instance‘ may be
‘adduced - in' the years 1804 and 1805, when
‘the Paris exchange varied from 7 to 9 pe1 cent.
in favour of London. -

In every case here cited. the ﬂuctuatlons of
the exchanges greatly exceeded the expense

of conveying gold from one country to the

other, and to a much greater degree in most
of them than in the present instance; the
circumstances of the times were, it will readily
be admitted, more favourable to intercourse,
on those occasions, \than they now are, and
“the state of metallic circulation afforded faci-
lities not mow experienced here. Yet, under
all these advantages, the principle assumed by
the Committee was not operative, and canno

therefore be. admitted as a solid foundation
for the superstructure of excess and deprecia-
tion, attempted to be raised uponm 'it.—If it
be said that probably, on these several occa-

. sions, gold was proportionately dear on the

spot to which the exchange was unfavourable,
I admit the fact as probable, because I am
without evidence respecting it; but, if the
price of gold abroad enters necessarily inta
the calculation of the “natural limit” of depres-
sion of the exchange, then the course of foreign
exchanges, rectified by the expense of sending
gold abroad, does not form a just criterion of

~the adequacy or excess of our circulating

medium.— S ‘

. There appears also a defect in the application
of the principle to the particular case under
the consideration of the Committee.—

It is admitted in the Report “that the first
remarkable depression of the exchange, in 1809,
is to be ascribed to commercial events, arising
out of the occupation of the north of Germany
by the troops of the French emperor.”—(p. 16.)
If a depression equal to three times the cost
of sending gold be admitted as the effect of
any other cause than deplecmtlon of currency,
it can be consxdeled as mnot overturning the
principle of hmltatlon only by viewing the fall

;m‘q.uestlon as an ‘“occasional .,deplessmn,
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biit, if taken as an occasiondl dépiessiofi only,
(as the event indeed ptoved,) how can it be
brought forward as évidencé of an excess of
cuirency, -the Committee hatving established
“a considerable duration” as a necessary Con-
dition to render the course of exchdnge a just
ttiterion ? ,

The circumstances I have stited;  respecting
the exchanges on fotmet oceasions, .were hot
perhaps brouglit utider the hotice of the Com-

~ thittee; but they had two ficts prominefitly

before thens, beatiiig immediately wpon the

quéstion, of which théy have taken no noticé.—

Mr. Greffullie offered this problem to the Com-
mittee; “ During the depreciation of English
cufréicy on the cotitinént of Furope; a pre-
mitth was paid for it 1t Aierica in hard dol
lars.” The balance of payinents may be dgairst
us with one courtry, and in odr fAvour with
another ‘and, if the exchidtige is regulated by

this baldnce, it will exhibit corresponding ap
'pearances, particularly where those countries afe
remote.  Blit; if the currency be depreclated be-

low the value of gold, it is so positively, not
relatively, ahd all exchatiges must equally feel

-the mifluence of the depreciatlon

The otlier tact I learn from the paper 65, in
the Appendix to the Report; Between January

1809 and May 1810, the Swedish ~ exchange
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rose (against Sweden) 25 per cent, and was at
that date 24 per cent. in favour of London:—
What are the circumstances of Swedish cur
rency > We ecllect them incidentally from the
examination of Mr. a continental mer-
chant ( p. 75 )—* Have you ever known the
exchange to fall to the extent of 12 to 15 per
cent. in any part of Europe; in which it was
computed in coin, containing a fixed quantity
of gold or silver, or in paper, or bank-money,
exchanged at a fixed agio either for such gold
or silver, or for gold or silver bullion of definite
aniount.”—Ans. “ No, never ; except in countries
wheie the export of their currency has been
effectually prohibited, sueh as Sweden ; 1 do not
recollect any other country where paper, resting

upon the foundation of coin, the latter is effec-

tually prohibited from being exported.”—~Q. How
is that prohibition made effectual in Sweden?
“ By the bank not issuing specie to any amount,

when the exchange is depreciated”.—Sweden-

was greatly indebted to England, for goods sent

. thither for- the supply of the continent and
-noith of Europe.—Gold could not be exported,

and therefore the premium on remittance by
bills was great ; this seems a very natural effect,
and one which will not surprize any one ;. yet
to account for an effect exactly similar, under
similar circumstances, we are required to ad

mit that our paper-currency is depreciated,
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whilst the Americans were giving a premium

for it in hard dollars. It will be recollected
that the question now agitated is not whether

any inconvenience attends the substitution of pa-
per for gold, as the medium of circulation, but
whether that paper be now excessive in amount,
and depreciated in value.—As the result of the
facts T have adduced, I assume that from the
state of the foreign exchangesno such inference
can justly be drawn.*

* The terms favourable and unfavourable applied to
the . exchange are, perbaps, correct, as indicating a
corresponding Bdlml‘rce\qf"tradé and payxnents§ but a favour-
able exchange is frequently a very unfavourable circumstance,
and tice versd. A British merchant sent goods to Sweden for
sa'lé'early in 1809 ; they were valued at 1000 rix dollars; the
exchange being at four rix dollars per pound sterling, they
would then have produced, by remittance, .£ 250. They
were actually sold for 1000 rix dollars in the beginning of

/18105 and, remitted for at the exchange of five, produced

£200. The funds for the bill were provided by a consign-
ment of goods from Sweden; and E;igland; tbcreﬁirc, recei-
ved- goods worth £ 200 in payment of the original éxport
instead of £ 250, which it, would have received had: the ex-
change not becgmg 50 favourqble. In a more familiar instance’
England benefits by an unfavourable exchange. When the
Dutch had large sums in our funds, the dividends were re-
mitted periodically, and a real or supposed demand for bills
on Holland, at’ those pe}iods, occasioned a fall on the ex-
change. - Thirty-three shillings Flemish, for instance, . were
given in exchange for a pound sterling, instead of 34s. The

exchange was, therefore, less in favour of London. Yet itis
< , . s . R - B v . . ¢ .
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 'The Committee considers, however, the price
of gold as the most certain sign of excess and
depreciation, - B TR '
“ An ounce of standard gold-bullion will not'
fetch more in our market than ' £3 : 17 104,
unless £3: 17 : 104 in our actual currency is
equivalent to less than an ounce of gold;” yet
gold-bullion does bear in London a higher price’
than this standard or mint-price ; whence\y de-
preciation of the paper is inferred, which Mr.
Mushett estimates to have amounted; in Sep-*
tember, 1809, to £13:7 : 0 per cent. 'Whilst
sanctioning this old, and in the abstract in-
controvertible, theory, and, as applying it to the
present case, the Committee do mot appear to
have recollected, that, having admitted an ade-
quate cause for the fall of the exchange, from
commercial and. political events, the increased
price of gold-bullion to any extent, wit/hin:the
equivalent of the depression, is only a conse-
quence ; and the documents in the Appendix
shew that the price of gold-bullion did not at
any period of the depression of the exchange
exceed the price which it was worth as a remit-
tance, ‘compared with its value in foreign mar-
kets. From the calculations furnished by Mr.

evident that on every 33 pigs of lead, blocks of tin, or ounces
of gold, sent to Holland, to provide funds for payment of - the-
dividends, one pig, block, or vunce, was saved to this country. .
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Greffulhe to the Committee, {Appendix 58,)
it appears, that, in the spring of 1810, an ounce
of gold, of English standard weight, was worth,
at Hambuigh, £4:17 :0 sterling, the price
being 101, and the exchange 29s. At this
time the extreme price ‘of bullion, in London,

was £4:12:0, or 53 per cent. below the
price at Hamburgh.. At the same time the

price of gold, at Paris, cxceeded its value here
by 8} per cent. and, at Amsterdam, by 7 per
cent. at the then current exchanges. The ex+
pense -of conveyance to Holland being then
about' 7 per cent. gold would not then pay
for importation, neither would it be exported,

merely with a view to profit, though it would

be.exported, and was in fact exported, in pre-
ference to bills in abundance-of ingtances, which

might readily have been ascertained by the
Committee. Onreference to the paper, No..60,

in the Appendix to the Report, it appears, that,
in June, July, August, and September, 1809,
the price of gold, at Hamburgh, was 1044,
and the exchange 28s. if at 101, and 29s. there
was a profit on the export of gold from hence
to Hamburgh of 5f per cent. it follows :that
at 1044, .and 28s. there was a profit of 12.%.;
or, deducting the expenses of conveyance, that
gold, if bought here at £4 : 12 :'0 per ounce,
was a cheaper remittance by 5% per cent. than
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a bill at the current exchange. This same dos
cument, No. 60, shews also, that within twelve
months the price of gold at Hambuwh varied
from 1001 to 104%; the exchange w1th Great
Britain in both instances, and during the inter-
vening period of eight or nine months being at
28s. . We find the price of gold continuing, i

othe1-instances at 104, whilst the exchanoe
rose from 28s. to 295 11d. even to 30s. 8d.
variations of 4 or 5 per cent. in the cost of
a remittance in gold, which remained nearly
stationary. in its price here during the whole
period. . These fluctuations seem to militate
against the intimacy of connexion which the
Committee assumes to exist between the course
of exchange and the price of gold, in places

~ where the currency is gold or convertible

into it. ‘And the facts stated,: respecting the
actual price of bullion in the foreign miarkets,
satisfactorily meet the observations of the Com-

- mittee, implying that they discover no advance of

the price of gold in those markets analogous to
that which has obtained here, Refering to Mr.
Greffulhe’s documents, No. 58, thev observe, in
deed, that it is important, “as it shews that

‘¢ the actual prices of gold in the foreign mar-

kets are jsut -so much lower thaa its market-

price here as the difference. of exchange

amounts to.” Mr. Greffulhe’s observations
T
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on this paper convey a different impression :
“ One of the papers I have delivered in shews
(he says) the foreign prices of gold reduced

into sterling money at the present low rates

of exchange, and the excess above the market-
price here may be considered as about equal
to the charges of conveyance,” (page 3); mnor
is this excess of price at Hamburgh merely re-
lative, and arising out of the exchange. Itap-
pears by the paper, 56, in the Appendix, that

the prices of gold at Hamburgh have, in the

two last years, risen considerably, ‘as the fol-
lowing extract shews highest and lowest pri-

“ ces of gold at Hamburgh in the years 1806-7,

and 2808 -9,

lowest, highest, " owest. highest.

At Hamburgh 1806, 98 103 1808, 102 106
1807, 98% 101} 1809, 1013 104}”
The price of gold, at Hamburgh, was, therefore,
between three and four per cent. higher, on the
average of the years 1808 and 9, than in the
two years which preceded them. I observe,
also, that the fluctuations in the price of gold,
at Hamburgh, where, as the Report informs
us, “ Silver is not only the measure of all ex-
changeable value, but is rendered an invariable
(or unvarying) measure,” have, within a period

of two years, amounted to no less than eight

per cent. But, it will be said, gold at Ham-
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“burgh is a commodity ; here it is the standard
~of value; and an ounce of gold cannot sell for
“more than an ounce of gold of equal quality,

unless the medium of payment is of less value

‘than an ounce of gold.

Mr. Mushett is of opinion, ¢ that the price
of gold can in reality, at no time, be above its

mint-price, and that its being so at present in
‘appearance is. caused by the excessive quantity

of bank-notes in circulation.”

This is the strong hold of the theorists, and
T shall not attack it otherwise than by fact.—
The theory may, however, be correct, and its

‘application erroneous.

In the Report of the Commlttee, I find this
statement, page 4. “ Upon referring, for a
course of years, to the tables, which are pub-
lished for .the use of the merchants, such as
Lloyd’s List and Wettenhall's Course of Ex-
change, your Committee have found, that, from
the middle of the year 1773, when the refor-
mation of the coin took place, till about the mid-
dle of the year 1799, two years after the sus-
pension of cash-payments by the Bank, the
market-price of standard gold in bars remained
steadily uniform at the price of £3 : 17 : 6, be-
ing, with the small allowance for loss by deten-
tion at the mint, equal to the mint-price of
£3:17 : 10}, with the exception of one year,
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from May, 1783, to May, 1784, when it was
occasionally at £3: 18 : 0; during the same
period; it is to be observed, -the price of Porsu-
gal gold coin was occasionally as high as
£4:2:0; and your Committee also observe,
that it was stated to the Lord’s Committee, in
1797, by Mr. Abraham Newland, that the
Bank had been frequently obliged to buy gold
higher than the mint-price, and, upon one oc-
casion, gave as much for a small quantity,
which their agent procured in Portugal, as
£4:8:0. But your Committee find, that
“the price of standard gold, -in bars, was never,
for any length of time, materially above the

mint-price during the whole period of twenty-~

- four years, which elapsed from the reformation
of the gold-coin to the suspension of the cash-
payments at the Bank.” ) .

-1 submit the whole passage to my readers,
that I may not risk misrepresenting its mean-
ing, which T profess not to understand.. Do
the Committee mean, that the value of stand-

~ard gold in the market was only £3: 17 : 103,
or £3:18:0, when the Portugal gold, from
which it was made, was worth £4:2:0? To
me it appears evident, that the sentence re-
specting Bank -purchases, beginning during

the same period,” and ending at “ £4 : 8 0,”

was introduced_ after the report was framed,

and its operation on the statement not exactly
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perceived. o
It appears also to have escaped the notice of

the Committee, ‘that, i 1795, the directors of

~ the Bauk stated to Mr. Pitt, that the price of

gold was £4:8:0and £4:4:0 per ounce;
and that their guineas being to be purchased
at £3 :17: 104 pointed out clearly the ground
of the fears of the Bank of a continued demand

~ for them, . (see Report of Lord’s Committee

.anno 1797.) :

The fair inference from the information gain-
ed from Mpr. Newland, and from the Bank di-
rectors, seems to be this: that, although it ap-
pears, by the printed lists, that, during the

whole periad between the recoinage and sus-'
pension of cash-payments, standard gold never

exceeded the mint-piice more than the ' differ-
ence between £3:17:10f and £3:18:0
per ounce, yet that, in fact, the foreign gold
coin. from which such standard gold was made
-did sell for £4:2:0and £4:4:0. That
‘the Bank was in the habit of paying these
prices, and, on one occasion, paid £4 :8.: 0,
or 13 per cent. above the mint-price. During
this period bank-notes were at once convertible
into gold, and the coin was in the most per-
fect state. — The real question before us is,
not what was the price of that gold which the
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Bank was compelled to deliver to the public on
demand at #£3:17: 10}, but what was the

‘price at which gold could be elsewhere ob-

tiined? £4:3:0.—L£4 :4: 0, say the Bank
directors. Aye, £4 : 8 :0, says Mr. Newland.

An ounce of standard gold did then sell for

smore than an ounce of standard gold. This,
says Mr. Mushett, is unposmble —<¢ I do not say
1t is possible ; 1 only say it is true.”

"The Committee is not, howevel, quite so
peremptory ; they; have discovered, that standard
gold, -in bullion, may be worth 8§ per cent.

-more than gold in British coin; because the
-ome, being an exportable commodity and the
-other not so, may be worth 53 per cent. more
o him who has occasion to send it abroad;
and Mr. Goldsmid had told them the fact was
.s0.— This admission is like the letting out of
-water; it must have its way, you cannot stop

it.—Be it granted, that the rubbing of guineas
deteriorates English gold in coin, as compared

with gold in bars, 1 per cent. That the con-

science of the exporter, and the value of a
false oath, are correctly estimated by the Com-
mittee at 4% per cent. (page 6,) which. two

‘circumstances account for the increased price

of 3 or 4s. an ounce, which foreign gold bears

.over that produced from British coin. What
nccasions the difference in value ? — the demand
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for exportation. May not this demand increase
in its propertion to the supply of exportable
gold ; may not consciences grow more tender,
as custom-house officers become more active?—
The principle being admitted, that foreign gold:
bas an extrinsic value beyond English, gold,.
how can the Committee limit its operation? and
say, “ that the highest amount of the depres-
sion of the coin* which can take place when
the Bank pays in gold, is 5 per cent. (page
6,7.)” The statement is erroneous as a fact, for
£4:3:0 or £4:4:0 per ounce, which the
Bank paid for foreign gold in 1795, tis, on aver-
age, an advance on the mint-price of 7% per
cent. and the extreme case of £4:8:0 is an
advance of 12 or 13 per cent. But, grantéd
that the fact were as stated, English gold is
not now to be obtained (none bemv issued) at
the mint-price; who can then pretend to limit
the value of gold as an exportable; or even as
a consumable, commodity ¥ Where is the point
of contact between English and foreign gold,
upon which the comparison of their respective
values shall be established? If the demand for
foreign gold was at any time very great, and
the melting and exportation of guineas, howe-

* This is a very singular expression to denote a high mar. -
ket-price of bullion, and will point eut to an attentive reader
bow extremely theoretical the arguments of the Report are.

-
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ver abundant, by any means effectually pre-
vented, foreign gold might double its price in

‘English oold and yet the intiinsic value of
guineas remain undiminished, How far any.

circumstances, in our present situations, run

parallel with this supposition will be seen here-

after

The Comnnttee hesitate, hoWever to admit
either .a scarcity of gold or an ‘unusual.
demand for it, and, on these points, few direct
~ facts are to be found in the Appendix. Mr.
Goldsmid stated that his sales of gold in the 15

months preceeding his examination were grea-
ter than on an average of years ; that large quan-
tities had been purchased at the high price by
individuals; that none, he believed, had been
recelved within. that perlod from the continent
of Europe; and- that gold has been of laté sent
to the Brazils, instead of coming from thence
as formerly thxouOh Lisbon. :
It appears, by the returns from the bulhon—
office at the Bank, Nos. 7 and 8, in the Appen-
dix to the Report, that the total amount of
gold Bullion imported and deposited "in the
bullion-office in 1809 amo‘unted in value to
only .. ... oL, ., - £520,225
That, during the same period, the
quantity of gold delivered out of "

- the bullion-office amounted mvalue to £805, 568

of which only £59 was not exportable,
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- The amount of the importation is therefore
such as, when compared with the amount of
exports and imports, and that of the circulating
medium, to justify the assumption of compara-
tive scarcity ; and the excess of delivery beyond
the importation is sufficient evidence of unusual
demand. 'The point of view in which these
facts are important is that which places the
amount of gold imported or delivered in line of
comparison with the amount of paper-curren-
cy, supposed to be depreciated on the evidence
of the encreased price of bullion. The advance
of 12s. per oz, on the total quantity of gold de-
livered in one year, about 200,000 ounces, a-
mounts to 120 or 130,000/.; and this is assumed
as an unequivocal symptom of a depreciation of
12 or 13 per cent. on 30 or 40 millions of paper,
the probable amount of our paper-currency.—

Yet this account of gold, trifling as it is, ex-

ceeds, as Mr. Goldsmid states, the average sales
of preceding years. We may soon expect to
be told, that the value of bank-notes has increa-
sed, because the paper, onwhich they are made,

1s somewhat dearer than heretofore.

In confirmation of their opinion, that the price
of gold hasnot been influenced by natural causes,
the Committee observe, *“thattherise in the mar-
ket-price: of silver in this country, which has

“mearly corresponded to that of the market-price

. F
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of gold, cannot, in any degree, be ascribed to a
scarcity of silver: the importations of silver
have of late been unusually large.”—This state-
ment is unpardonably erroneous; for the fact
which refutes it had dxawn the attention of the
Committee.

In Mr.. Merles ev1dence, I ﬁnd it stated,
that silver is about 5 perice per ounce above the
coinage-price.

Question by the Committee.—That is about 9
per cent. is it not >— Answer.—I suppose therea-
bouts. Question.—Iow do you aceount for the
circumstance of gold being 16 per cent. above

its coinage-price, and silver only 9 per cent.—

“ I cannot answer that question.” Mr, Merle
says also, that he never recollects silver so low
as the standard price; in fact it never has been
so low since the days of King William. A very
low average, taken before the suspension, would
fix the price of standard silver at 5s. 34d. or
three halfpence above the mint-price: deduc-
ting this amount from the increased price
of 5d. per oz. there remains an advance on the
present occasion of 34d. per oz. or 5% per cent.m—
whilst the advance on gold is stated at 16 per
cent.—The rise on the market-price of silver
has %oz, therefore, 1‘1éarly corresponded” with
the rise in the market price of gold, and the
‘ample supply, noticed by the Committee, has
had the natural effect of restraining the price;
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and the fact adds strength to the opinion, that
the price of gold has been augmented by its
scarcity. : :

I will refer my reader to one fact more on this
subject. The paper No. 1, in- the Appendix,
shews the amount of gold exported for several
years past, so far as the Custom-House have
knowledge of it.—The account stands thus:

: Year ending firsi February
1805 1806 1807 1808 1809 1810
None 17,007 3,019 13,008 14,716 69,962 oz,

I have now submitted t{)»my readers all the
facts and figures contained in the Report and
its Appendix, which appear to me to bear
directly on the propositions tespecting the ex-
changes and price of bullion, on which the
Committee formed their opinion of: the excess
and depreciation of our paper-cﬂrrency. It
will not escape notice that,” admitting their
theoretical accuracy, they involve exceptions
tq the amount of 12 or 13 per cent, on the
admission of the Committee, when applied to
practice. '

- But the af‘curacy of the. theory is one ques-

tion, the correctness of its apphcatlon is an-
other, and on this point the public may rea-

‘sqnably entertain jealously, because the same

themy, in the hands of the ablest men this
country has known, has been once already er-
roncously applied, and, by such application,
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has subjected the nation to disappointment and
inconvenienCe, under which we sfill'labom‘, and
to an unprofitable expense of nearly three
millions sterling. — A theory brought forward
by Mr. Locke, as counsel to the chancellor
of the exchequer, and acted upon by Sir Issac
Newton, as warden of the mint, might challenge
the world for higher sanction,—Yet the recoinage
of silver, in the reignof King William, directed by
these great men, {vgs made on erroneous piin-
ciples and failed in its object. Mr. Locke as-
sumed it as an incontrovertihle principle that
“an ounce of silver, whether in coin or in
bullion, is and cternally will be of equal value
to any other ounce of silver, under what stamp’
or denomination soever,” and he inferred from
thence that, whenever the silver coins. (then
grievously depreciated ) were restored to their
due weight, - the price of silver bullion would
fall to the mint-price.—At this time, silver
Was the common money of account, as gold js
now; and Mr Locke seems to have considered
that it was naturally or necessarily so.—Men.
of less powers but more practical information
foretold to Mr Locke the evils which would
follow from the unlimited adoption of his theory.
Sir Richard Temple, * endeavoured, in vain,

i

\

~* See a tract in Lord Somers’ eollection; dated 1696, bqy»f
Sir Richard Temple, :
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to point out the distinction between coin and

‘bullion, and to convince Mr. Locke that the

value of silver bullion was become greater than

‘the standard or mint-price. He was not listened

to; (he might perhaps have erred too much
on the other side, which numbers were ready
to do,) and the recoinage took place at the

old standard of s. 2d. per onnce—As the

new money came out, it disappeared: between
seven and eight millions were coined, yet

little was found in circulation; and, within

17 years, Sir Issac Newton reported to the
treasury, that, “should silver become a little
scarcer, people would in a little time refuse
‘to make payments in silver without gz pre-
mium,” * the standard being  taken below
the value of bullion, the coins were melted
down as fast as they were issued. ‘The
expense of this recoinage was  between
£2,500,000 and £2,600,000, and it would
probably cost as much more at present to
remedy the defect. It will probably therefore

* Earl of Liverpool’s letter to the king.—As Lord Liver-
pool could not obtain, from the public offices, any account
of the expense of this recoinage, I refer those who" take
an interest in such subjects to'an official statement of the
public income and expenditure from .{he revolution to the
quarter-day following the death of King William, preserved
in Lord Somers’ collection, vol, 12, whence it appears that
the deficiency exclusive of the expense was £2,415,140,
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~

be admitted as possible, that an incontrovertible
theory may, even in the hands of the ablest
men, be erroneously applied.

I will next call the attention of my readers
to that part of the Report which relates
to the balance of trade and payments: The
Committee is of opinion, that the favoura-
ble balances of the two former years ought
ta render the exchanges in the present year
peculiarly favourable ; but, observing how en-
tirely the present depression of the exchange
with Europe is rteferred by many persons
(bemo indeed all those who were examined )
to the 01eat excess of our mmorts above our
exports, they called for an account of the actual
walue of those for the last five years: what
they called for they received ; but, by a most
unaccountable omission, they have never re-
ferred to it, and appear to have formed their
ppinion upon documents altogether nrrelevant
to the subject before them.

In the body of the Report, pages 12 and
13, aretwo statements of exports and 1mp01ts
for five years preceding 1810; from the first
of which 1t appears, that the balance of the
actual walue of exports and imparts Zo ald
parts of the world in 1809 was £14,854,000:
by the second, it is shewn that the ‘balance
in favoux of Great Britain on its trade, Wlth
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the continent of Europe alone, computed in
official value, for theyear 1809, was £14,170,758,
to which latter statement the Committee adds
this observation. “The balances with Europe
alone, in favour of Great Britain, as exhibited
in this imperfect statement, are not far from
corresponding with the general and more ac-
curate balances before given. The fuvourable
balance of 1809, with Eurcpe alone, com-
puted according to the actual wvalue, would
be much more considerable than the value of
the same year in the former general statement,”
that is much more than £14,834,000: we will
suppose, in even numbers, 15 millions. Now
this assertion involves an actual error of Lalf
its object, for it appears, by the papers 75
and 76 in the Appendix, being accounts of offi-
cial and real'values of exports and imports to the
continent of Furope, that the "amount of the
actual valie of exports in 1809 was £427,109,337

of theimports ... ........ 19,841,601

leaving the balance in favour only £7,368,736

If the average of the two years 1809 and 1810
were taken, the balance would be £6,200,000,
being a difference on the two years of
£8,600,000; or, on the single year to which
the observation, though not the reasoning,
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of the Committee was confined, of £7,500,000,

but this is not by any means the extent to.

which the impression conveyed by the obser-

vation of the Committee is erroneous; the-

sin of omission greatly exceeds in this in-

stance the positive fault.—These Custom-House

documents are defective, the Committee ob-
serve, because they do mnot include any ac-
count of freight paid to foreigners, at this time
peculiarly large, or of the sums received from
them for the employment of British shipping.
They leave out of consideration interest on ca-
pital on either side; the pecuniary transactions

between the governments of Great Britain and.

Ireland ;—contraband trade, and the imports
and export of bullion; also the important ar-
ticles of Dbills drawn on government for naval,
military, and other foreign, expenses.

A Committee, appointed to inquire, might
have been expected to endeavour at least
to ascertain the extent and operation on the.
balance of these several items of exception;
but they dismiss the subject with a regret,
that there has been some difficulty and de-
lay in executing an order for the account of
the government bills. I have thought it right
to be more inquisitive, and am enabled, from the
documents in the Appendix, and where these
are deficient from accounts . obtained from the
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public offices, to exhibit the following statement
of the foreign expenses of government.
Amount of bills drawn on the Trea-
- sury, hetween Dec. 1808, and

Bec. 1809, (Army Extraordina-

ries,) Appendix, 70, A1 . . . £ 4,162,190
Deduct bills drawn from the West

Indies, Africa, and America . . 903,366

Amount affecting the European ba-

lanece . . ......... ... £ 8258,824
The specie and bullion exported by

the paymasters-general amount-
~ed, 1n 130§ and 1809, to upwards

of five millions, of which, in

1809, (Appendix, 79.) .....
In addition to these sums,

and of the same nature,

are bills drawn on the .

commissary-in-chief . £ 328,767
On the Pay-Office, (ordi-

nary of the army,) . . 1,793,778
On the Victualling-Office 897,095
On the Navy-Board . . . 672,820
On the Transport-Board . 295,705

1,540,000

On the Board of Ordnance 212,753

4,200,918
The accounts I have ob-
tained do not distinguish
European from other
@
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services, admitting a de-
duction in equal pro-
portion to that on the
extraordinaries, which
is ascertained, about . . 900,000
Leaves the amount affecting the Eu-
ropean balance . . . . . .. e
In estimating the neutral freight, I
will suppose the amount paid by
foreigners to British ships, in
1809, equal to that paid by Great
" Britain to neutrals for corn,* wine,
and brandy, from France, and
for the intercourse between Heli-
'goland and the continent, and
confine the deduction to the neu-
tral freight in the Baltic trade
alone. 1 have sufficient grounds
for estimating this trade, in 1809,
“at 200,000 tons and upwards,
the rate of freight £20 per ton
and two-thirds neutral,” hence
arisesadebtof . . .. ... ... 2,600,000

3,300,918

P —

' £10,699,732

This sum exceeds by three millions the ba-
lance arising on British trade with the conti-

% The importation of comn. in six months exceeded
600,000 quarters
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nent in 1809, supposing the whole amount of
our exports to have been paid for within the
year. This, it appears by the evidence, was
not the fact. Nor can the deficiency have
been made good (according to the idea of the
Committee) by balances due from former years;
for, by reference to the same documents, Nos.

75, 76, we learn that, in 1808, the balance in
our favour was only five millions, subject to

deductions of a like nature,® and that, in 1807,
it was two millions against us, without refer-
ence to them, the real value of imports from
the continent of Europe having -

been .. ... .. ... ev o £ 17,449,755
and the value of exports, only . . 15,420,514

e At e

Balance against us, £ 2,022,241

R

Nor does the preceding statement adequately
represent the amount of our foreign payments.
The pay of officers on foreign service and in
garrisons is, for the most part, received by, and
drawn from, their respective agents. The mo-
ney transactions with Ireland are not noticed,
the first feature of which is the loan of 1{ mil-
lions, raised in this country for the service of

that; neither is any deduction made for that

# In 1808, the Treasury-bills for European services
amounted 0 + v\ ot v v v .. « « « 1} millions,
and the exportations of specie by the paymasters 3} ditto.
These two items alone absorbing the whole balance.

A
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proportion of our exports, which being the produce
of foreign colonies in our possession belong ta
residents abroad, or, if sold in England, con-

stitutes a debt to the Dane or Hollander. The

interest due to foreigners, for money in our
funds, is also left out of the account ; but, ta-
ken as it stands, the result is, that from the

- estimated favourable balance of fifteen millions,

as assumed by the Committee, are to be deduct-
ed, first, the error in point of tact, £ 7,500,000
and next, the account of the items

of foreign service, &c. on the prin- _
ciples established in the Report . . 10,700,000

constituting a real difference affect-

- ing . the argument respecting the

course of exchangeof .. ... £ 18,200,000

I need not solicit attention to the result of
this i mqun‘y into ‘the accuracy of the opinion
promulgated in the Report, viz. that the state of
the exchanges ought, during the present year,

to be peculiarly favourable, but I offer one ob-

servation to the serious. consideration of the.
pubhc

The usual cause of variations in the f'melgn‘
exchanges and price of bullion being the fluc-

tuations in the balance of payments, due to' or
by Great Britain, the real object of the ap-
pointment -of the Committee was to ascertain
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whether the same or any other cause operated -

in the instance referred to them. The chief ob-
Ject of investigation would naturally be, there-

fore, the actual state of trade and payments;

and the reader of the Report presumes, that the

facts stated, and the inferences drawn, are de-
duced from every procurable document, tending

to illustrate this leading point of inquiry. In-

stead of this, the Committee has, it appears,
supposed and assumed the fact on which
the whole question turns, without waiting for

the means of information, (for Mr. Irving’s pa-
pers 75 and 76 are dated'on 1st of June, and
the Report was presented on the 8th) or makmg
use of it when in their possession. ‘

The Report states loosely, that this favourable
balance of 15 millions should be subjected to some

 rectifications, without ascertaining what theic

effect would be ; and, owing to this haste, con-
veys to parhament this most erroneous impres-
sion, that our resources and means of foreign
expenditure are still great; instead of appusmor
them of a fact which would, I apprehend,
have been new, and perhaps not very accepta-
ble to the public, that, in 1807, the 'whole- of
our foreign expenditure, whatever it was, was

an addition toa debt to the continent of Eu-_

rope of two millions sterling; that, in 1808, the
total of the foreign expenditure for the ordinary
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of the army abroad, of Bills on the Navy, Vic-
tualling, Transport, and Ordnance, Boards, wasa
debt incurred; and that in the last year there
was a deficiency of 3 or 4 millions encreased by
whatever proportion of 27 millions of exports
was not paid for within the year. The evidence
of all this was before the Committee, or at its
command; had they thought fit to bring it for-
ward, it is probable the public would have deem-
ed the rate of exchange and price of bullion
sufficiently accounted for, without engaging in

any very vehement controversy, respecting the

accuracy of the abstract theories of the Report.

In proportion as our faith in the Report is
staggered in proportion as we feel compelled to
receive with caution the opinions of the Com-
mittee, will those of the practical men rise in
estimation. ‘In defiance of dociments and of
statements to-Parliament on authority of vast

favourable halances, it was the declared opinion .
* of every such man before the Committee, that

the balance of payments has been dgamst us,
and so the fact has proved. .

I trust it will not be thought that I treat
ixohtly, much less with any thing like disre-
spect, the arguments contained in the Report,
and the publications to which I have alluded.
I pass them by, because my sole obJect is to
adduce facts on whlch others may reason. It
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would unquestionably be difficult to deny
the abstract truth of many of the theories con-
tained in them ; but, if abstractedly true, they
are not always applicable. At a time when the
absence; at least, if not the scarcity of gold is
the ground of complaint, they reason on its

operation as a vis mediatrix, as if it still form-
ed the circulating medium, and was every

where attainable. They speak of increased ex-
portation from reduced prices as a general con-
sequence, wholly disregarding the operation of
embargoes, non-intercourse enactments, licen-
ces, orders of council, and Mila1 Jecrees, in
the particular case. At a moment when we
were compelled to receive corn, even from our
enemy, without the slightest stipulation in fa-
vour of our own manufacturer, and to pay neu-
als for bringing it, Mr. Ricardo tells us, that
he export of bullion and merchandize, in pay-

3y

‘ment of the corn we may import, resolves it-

sell” entirely into a question of interest, and
that, if we give coin in exchange for goods, it

must be from choice, not necessity. Whilst
providing against famine, he tells us, that we

should not import more goods than we export,
unless we had a redundancy of currency : wri-
ting in the end of 1809, Mr. Ricardo thinks
it necessary for Mr. Thornton to shew, (in sup-

port of his opinion, that a demand for bullion,

i
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‘and an increased price, might be occasioned by
an importation. of corn,) “ Why an unwilling-
ness should exist in the foreign country to re-
“ceive our goods in exchange for their corn;
and, that if such an unwillingness did exist, we
should consent to indulge it.”—This equalising
system 1s a very just ome, where it meets with
no external impediments; but, when applied to
practice, it appears to me like the experiment
in vacuo, where all friction, all obstruction,
being removed, and the power of gravitation
alone allowed to operate, the guinea and the
feather descend with equal velocities. The fact

is undeniably true under the circumstances of

the experiment, but it is true only within the
limits of . an exhausted receiver, and is, there-
fore, wholly inapplicable to any of the common
purposes of life. .

The three propositions, to which I havein the
preceding pages called the attention of the rea-
der, appear to have been brought forward by

- the Committee, as well as by the authors on
whose theories the Report is founded, to induce
the admission of the depreciation of the paper-
currency of this country as the necessary con-
sequence of the impossibility of accounting for
the depression of the exchanges and the in-
creased price of bullion in any other way ;—

they may be termed negative arguments. If,
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by what has been brought under the notice of
the reader, this dilemma is in any degree re-
moved, the positive arguments which remain to
be examined are relieved of a weight which
oppresses and restricts their free operation in
the Report of the Committee.

The Committee is of opinion, that the paper-
currency is issued to excess. This opiuion is
founded on two minor prepositions:

1st. That the Bank possesses the power of
adding to the amount of their notes in circu-
lation beyond the absolute demand for paper, as
a circulating medium.

ond. That their issues regulate those of the
country banks, which are dependant upon and
proportionate thereto. , .

Previously to the year 1757, the affairs of
the Bank of England were veiled In mystery;
the amount of their notes in circulation was not
even conjectured by the best-informed men ;
and it was deemed a sort of sacrilege to pry

into their secrets. At that period many 1ef1d-
ing facts were made known, and information
has since been annually communicated to Par-
liament of the extent of their 1ssues; much ac.l-
ditional light was thrown on the nature of theur
dealings, by the I'inance Committee, in 18073
and it might reasonably have been expected,
that all that could, with propriety, be made
‘ H
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public would have been developed on the pre-
sent oceasion. Such expectation, - wherever it
was entertained, has been greatly disappointéd™
instead of ascertaining facts which the expe-
rience of the Governors and Directors who
‘were examined would have stamped with the
seal of authority, the Committee has, generally
speaking, called for opi‘nibns, and, where these
have proved adverse to the theory which it
was intended to establish, has been more occu-
pied in refuting them, and proving their ab-
surdity, than in ascertaining on what they were
founded.’

In the examinatiogs of the Directors of the
Bank, inserted in the Appendix, I find but two
facts of any importance bearing on the question
how under consideration, viz. the power of the
Bank to increase at pleasure the circulation of
their notes,— the one was wholly disregarded
and the other treated as absurd ;— both occur
in answer to the question; © What is the cri-
terion which enables the Bank to keep the issue
- of bank-notes within the limit which the occa-
sion of the public requires, and to guard against
excess in the circulation of the country ?”—
This question occurs virtually more than once,
and the answer is this; 1st, The paper would
revert to us, if there were a redundancy in cir-

culation ; 2dly. By discounting only solid paper,
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given, as far as we can_judge, for real transac-
It would have been highly interesting to
have procured some practical illustration of
the first part of the answer, and it was indis-

Jpensibly  necessary to a right understand-

ing of the subject, to have obtained full ex-

Planation of the latter—To the former, the
Committee paid very little attention ; and they

appear to have held the latter extremely cheap ;
yet this latter criterion seems to be considered
as a sort of Bank axiom, and has a sanc-
tion which entitles it to more respect than it

has received.—To understand  this subject

aright, it is requisite to analyse, in some dec-

‘gree, the circumstances attending the circu-

culation of bank-paper.  Mr. Ricardo  has
assimilated the Bank of England, during

‘the restriction, so far as relates to the effects

of its issues, to a gold-mine, the produce

of which, being thrown into circulation, in

addition to a circulating medium already suf-
ficient, 1s an excess; and has the acknow-
ledged effect of depreciating the value of the

existing medium, or, in other words, of raising

the prices of commoditics for which 1t is
usually- exchanged. — But  Mr. Ricardo has

not stated, what is essential to the ,com’pfa;i*iﬁ?

sion, why it is that the discovery of a gold-
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mine would produce this effect. It would pro-
duce it, because the proprietors would issue
it, for whatever services, without any engage-
ment, to give an equal value for it again to

‘the holders, or any wish, or any means,
‘of calling back and annihilating that which

they have issued. By degrees, as the issues

increase they exceed the wants of circula-

tion; gold produces no benefit to the holder
as gold; he cannot eat it, nor clothe himself
with it; to render it useful, he must ex-
change it either for such things as are im-
mediately useful, or for such as produce r¢-
venue. The demand and consequently the
prices of commodities and real properties,
measured in gold, increases and will continue
to increase so long as the mine continues to
produce. And this effect will equally follow
whether, under the circumstances I have
supposed, the issue be gold from a mine
or paper from a government—bauk. All this
1 distinctly admit; but, in all this statement,
‘there is mot ome point of analogy to the
issues of the Bank of England. '

"The principle on which the Bank issues its
notes is that oi 'oan. Every mote is issued
at the requisition of some party, who be-
comes indebted to the Bank for its amount,
and gives seéurity to return this note, or ans
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other of equal value, at a fixed and not re-
mote period, paying an interest, proportion-
ed to the time allowed. ¢ The notes of the

Bank of England,” the Commiittee observes,

“are pl'illpil)alljf issued in advances to govern-
ment for “ the public service,” (anticipations
of the taxes and instalments of loans, to be
repaid by the public,) and in advances to the
merchants upon the discount of their bills.”
It is a consequence of this mode of issue that
it costs something, nawmnely the interest on the
the money borrowed, to take a note out of ‘the

Bank. No note is isued in payment of any ser-
vice, moral or physical, constituting the conside- -
ration for it, and there is therefore no analogy be-

tween the circumstances of the issues from a gold
; . - o ) 1, :
mine and those from the Bank of England. In the:

case of an excessive issue of gold beyond the
the wants of circulation, the excess is brought

to market to be made productive, it grows cheap,
and commodities grow dear. In the case of
an excess of bank-paper the remedy is more
simple : the “ surplus,” says the late Governor of
the Bank, “ would revert to us by a diminished

application for discounts and advances on go-.

vernment-securities.” This part of the subject

requires illustration, because it cannot be very
generally understood by those who must ulti-'

mately decide on the merits of the Report.
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The Committee has entered into some detail
in the Report, and lias annexed some documeflts
in the Appendix, to illustrate the practice which
obtains in the transaction of business by the
London bankers, and in the money-eirculation of
the metropolis, but their observations afford

avery inadequate view of the subject, and the

whole of page 23 must be taken as ,evide,.nc,e
that, by those who drew tlie Report, the subject
was not perfectly understood. |

- By the practice of London, strengthened by

a vesolution of the Bank of England, not to
 discount any bill unless payable at the house of

a regular banker, all the commercial payments

of the metropolis, as well as those of the coun-
try tramsacted in London, are made through the
- agency of a banker. In 19 cases out of 20,
. where the payment is not to a revenue-board,
: the business is transacted between two bankers,
© pne on the part of the debtor, the other on .fsthe
part of the creditor.—It is become.an establish-
ed zpfactice between bankers not to call upon each
 other for these payments before 4 o’clock ; and
. then mutually to write off or exchange the res-
. peetive charge which each has upoa th{f) other, anfi
' to pay the difference only; by which contri-

vance, so great an economy of bank-notes is ef-
focted, that an average of £220,000 of notes

- is found sufficient, according to .the-;evide-mcgoi
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the inspector of the clearing-house, to settle the
balance of daily transactions to the amount ‘of
£4,700,000. Owing to this circumstance the

bankers have been enabled to lower, Very consis

derably, their stock of notes, and to place -the
sarme productively in bills and others securities.
This comparatively unprepared state to answer

unforeseen demands has led to other improve-
ments in banking. A great proportion of ban-"

kers have now accounts open with the Bank,
where, if they take care to hold a sufficiency of

good bills, they can always get money at one

day’s notice; and, as a still farther accommoda-

tion, accredited brokers now hourly walk Lom-';f
bard-street, take the superfluous cash of one
banker, and lend it to another, in any sums for
any time, a week, a day, or for an indefinite pe-

riod, to be repaid when called for; nay, so nicely |

is the scale now adjusted, that a loan of bank- g

notes before 3 o'clock, repayable by draft at the

clearing at four, is no uncommen or unimportant

accommodation to the most opulent parties in’ 8

the money-market,

‘From this statement it is evident that the
banking-houses in London are like so many cis-
terns, disposed on each side of the street, be-
tween which pipes of communication are intro-
duced, the overplus of one will presently find
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© its 'way into the next, and whilst one is deficient
- none will overflow.

The Bank has of late become a palty to

" a very important arrangement to economise
- bank-notes. The daily demand of .the Bank on

the bankers for the amount of bills accepted
~and payable at their several houses is of course-

considerable, and used to be made at an early
period of the day, before the notes were issued.
for bills discounted on the same day, and with-

- out any previous information to the bankers of

what the amount charged on them might be,
and of which they had no means of -judging.
The Bank has, for some time pést, notified
the extent of the demand in the early part of

 the day, and taken the amouiit at four o’clock ;

- greceiving in palt-payment any draft on the Bank
‘for discount, or othdrwise, which the bankers

- 4may happen to hold, instead of bank-notes.

Every endeavour, it may fairly be inferred,
therefore, is used to economise bank-notes, and
restrict_the cnculatlon by the bankers, for the
pux pose se of incr easing  their profits, which depend
on the proportion of their deposits which they
can turn into quick stock; and by the Bank,
with a view to the public accommodation, or to

‘save an unprofitable issue of bank-notes. Still,

it may be said, if the Bank gives way to the
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applications for discount, which may be as un-

limited as the spitit:'of adventure, bank-notes
may be multiplied’ ad infinitum, at the will of
the Directors. 'The Bank Directors say other-

Wwise, “ If we issue too many mnotes, the excess.
will return upon us,”

- There exists in the commercial world that de-
greg of dlsmchnatlon to dlscount at the Bank.
“which leads evely man to recur to hlS banker

for a351stance before he sends hls paper to the -
Bank ‘and on the other hand a banker does not

allow a respectable customer to go to the Bank

: .'for‘accommod‘atiOn: whilst he can with any

convenience furnish 1th1mself This is, in some
measute, matter of feehncr on both sides; and

- mot only so, for the Bank advances money on

bills of a particular descrlptlon only, and is un-

‘ dev1at1ncr in its adherence to rules, and even to

forms; neither does it take bills as a security
for money to be repaid at the will of the bor-
rower, as bankers do; but assumes the pro-
perty in the bills, deductmg discount for the

" whole term unexpired; so that a party wanting
~ money for a week must pay two months in-

terest for it, if he have no bills at shorter date
to offer. ’

I have already shewn with what "degree of
rapidity money finds its level amongst the
bankers in London, and it results, therefore, as

: I




a ‘ : 59
58 .
a general mference, that whdst thew is money
unemployed and to sparein the mty, dlscountels
- of the first class. will not pxesent themselves
~at the Bank this statement will . lead 1
: ’appiehend to an explanatlon of the an-
. swer of the Directors to the inquiry _qf the
ar 'Committee as to any rule by which they
N 4.regulate their issues of notes so as to prevent
: ; ", rexcess.. So long as, the amount of notes in the
. hands of the public is not more than the par-
. ties holding them are willing to retaln in their

it without Toss of time (indeed, as I before ob-
served, he never withdraws it) with the same}
or other bankers ; but, however often this trans-
action takes place during the day, it makes mno
real reduction in the supposed excess of notes, |

i

which will be as superabundant -after the last | |
5 i
i
e

e LR,

%.
i I

irsarcs

discount it has effected as before the first, / Buti :
the case will be speedily altered, the demanda :
for discounts at the Bank is diminished on the’: '
morrow, to the extent of the multiplied accom- ;
modation afforded by the excess, whilst its call |

on the public’ for the payment of discounted ix
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.. -hands-unemployed, for the purpose of making

. their daily payments,. there is obv1ously no_ex-
pcess of that description Whlch influences the

‘price of commodities. . When: the amount. goes
beyond this, the sur plus mstantly fastens on the
best bills and most eligible govemment—secun—

11 ties, chleﬂy on, the first; and the eﬁ'ect even of
1. avery small surplus will, Wlnlst it contmues, be
.. surprisingly great. . If it fall mto the hands of
i any.discounter who has occasion to pay, money

... to the revenue- -boards or to the Bank, the notes

. .. are cancelled, and the excess removed, If other-

" 11 wise, the same sum of/£50 000 may pass _suc-

 cessively through the hands of every banker in

1.« Lombard-street, -and absorb in.its passage all the
.« best bills in the market, to an unllmlted amount;

. forif Ava melchant bornow it of B.a banker,
: he 1mmed1ately pays it away to C. Who deposits

bills falling ‘due is undiminished. - B

The redundancy of notes reverts, therefore,
(and in more than a due proportion, which ac-
counts for some of the effects frequently ex-:
perienced,) to the Bank, more being paid in than
are taken out, and the amount in circulation is
diminished. ' ~ ' :

The recurrence of a demand for notes by the-z

first class of dlscounters (those Whlch the dl—{
rectors distinguish as sohd paper for real tlans-"

wactmns) wxll 1nd1cate at once the abatement of
“the excess ; - and it does appear to me ‘that the

pTgT————

crlterlon or rule, wluch the d1rectors have stated i

.1‘s a sufficient one.

“Theeffectualand rapid operation of this controul
over the Bank “issues Teceives satisfactory illus-
tration by reference to the amount of bank-notes
incirculation at theperiod immediately preceding

pS———




60

~and. following the issue of dividends, the in-
creased circulation arising from an issue on eachof

these occasions of upwards of five millions being
within very few days hardly perceivable,
In April 1809, for instance, im-
mediately preceding the payment of
dividends, the amount of notes of

L5 and upwards was . .. ... £13,000,000

Subsequently to the 11th an issue
took p]ace of four millions, yet on .

‘the 7th of May the amount in cir-
culation was only . e e 113,100,000 -

- On the 7 th of July, aftel the quar- .
terly. payment had been made to
the Bank, and when the circulation
was at its lowest ebb, the amount

of notes, aboxe £5 Was o« o v v . 12,800,000

. And of the issue of seven millions
b‘e_tween the 11th and the end of the
month, no evidence appeared on the
7th of August beyond a circula-
tionof . . ....... P 13,100, 000
How much eal hel the effect was produced
the paper in the Appendlx to the Report dogs not
in these instances shew, but the more detalled
accounts No. 38, 39, and 40, enable me to

state that in January, 1810, the large issue made

on'the 9th and subsequent day had lost its ef
fect by the 22d, on which day the circulation
was reduced below the average of December;

61

on this occasion, the speedy reduction may be
consxdexed perhaps, as promoted by the partial
1edempt10n of the loan in the hands of the Bank
at that period. But in April no such cause
operated yet it appears that by the 21st of April
the circulation was within £ 100,000 of the
amount on the 31st of March, although in the -
intervening period mearly four millions had been
issued for dividends on the public funds.

In the year ending Jan. 1810, the interest on
the public funds, exclusive of the proportion
received by the commissioners for reducing the
debt, amounted to about 26 millions, or, de-
ducting the property-tax, to 234 ‘millions ; which
was issued to the public quarterly, in the pro-
portions of 73 millions in Jan. and July, and 4%
millions nearly in April and October.* ‘

It is observable that, although the January and
July dividends exceed by three millions those of
the other quarters, there is no perceivable dif-
ference in the period within which the circula-
tion is reduced to the average amount.

The efficiency of the controul which the pub-
lic holds over the issues of the Bank is in some

* Tt appears by the account No. 4, in the Appendix to the
second report of the Finance Committee of 1807, that the
amount of dividends due is generally issued within about
£500,000, before the end of the menth in which it is pay-
able, :
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measure governed by the amount of discounted

bills in_ thc hands of the Bank compaled Wlth

the. amount of advances to government on se-
curities payable at, more remote or less certain
pgriods, and the-total amount of mnotes. The"
twog latter amounts we know, the former is not 7
distinctly before the public,. but the Comnutt:eei
bas stated, from a con;mumcatlon made in con-
ﬁdence that, Whllst the advances to 0’overn-”
‘ment for the two last )ears are less than they”

- were far any of the six years, before the restuc?

tion, - the amount of bills dlscounted in the last'
year bems a wvery high proportwn 10 their largest 3
amount in any year preceding’ 1797 ; without
going into calculation it will readlly be allowed
that the amount of | these bills, this demand on,
the public, far exceeds any poss1ble or supposed‘
excess; and, if there be any where a superabund- ’
ance of' notes, it is_ thelefme very easy to re-
ducelt

I have entered. into the preceding detail for

the pur pose of shewmw the practical operatlon

v of' the rule by which, as the directors have stated,

the bank regulates its issues so as to avoxd ex-
cess. I think it will be satisfactor y to my prac-
tical readers. By those of a more speculative
cast the the()ues of the Report will still be pre-
ferred, but for such I have a more cogent ar-
o*ument in store, and one to which they wﬂl
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hardly demur;—w hether the rule in questioni be
leally the oovelmng ‘principle of the Bank,” or
Whethex it was thrown before the Committee
with’ any malicious 1ntent, I dare not decide,

' but the fact certamly is, that the axiom, or tule
' of conduct, onwhich the Conimittee has ‘been

) pleased to heap contempt and ridicule, respect-
' "1ng which they have declared that “the doctiine

is fallacious, and leads to dangerous results, -was
promulgated by, and is founded on, the autho-

_ 1ity of Dr. Adam Swmith, and’ was proposed to
'the Commlttee neally in his own words. I

quote the passage from the second chapter of the

- second book ‘of the Wealth of Nations.

“ What a bank can with prbprlety advance’to a

melchant or undertaker of any kind is ot either

the whole capltal with which he trades, or éven

| ‘any cons1derable pait of" that capital, ‘but that

part of it only which he' would' otherwise be
obliged  to keep by him unemployed and in

4‘ ready money , for answering ‘occasional demands.
" If the paper which the Bank advances niever
f ' ewceeds this value, it can never - exceed the

 walue Q]" the gold (md szlver ‘whick would

necessarzly czrculate in tke counn"y f there

 were no paper-currency, it can never exceed

the quantlty which  the' " circulation of ‘the

. .country can easily absorb and employ “True;

"but how shall we ascertain ‘when it exceeds
this value. “/Vhen a bank discounts to a
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~merchant a real bill of exchange, drawn by a
real creditor upon a real debtor, which, as soon
as it becomes due, is really pazd by that debtor,
. it only advances to him a part of the walue which
ke would otkerwzse be obliged to lceep by him
g unemployed and in 7'eady money for answering
. -occasional demands ” Consequently its advances

. will not exceed the quantity which the circula-

. tion of the country can easily absorb and em-
~ ploy.

That the Commlttee may be right and Dr.
Smlth wrong is very possible ; I am not theorist
_enouah to decide between them ; but the whole
weight of Adam Smlth’s authonty lies on the
passage, and must be raised before the theory
contained in it can be ovelturned Itis brought
\forwald by him expressly as a rule for the con-
~ duct of banks, and he adds, “little expense can

- ever be necessary for replemshmw the coffers of
_suchabank (Ed. 1796. vol. 1, page455)
In the course of the examination of the
Bank Dtrectms by the Committee, it appear-
ed that they do not xef'er to the state of
the exchallo'es and price of bullion as a
‘rule by whlch to regulate then advances,
,concelvmg “ that thele is no connexion be-
~ j tween the exchanges and the amount of Bank
M(nrculatlon That this is also a great prac-

tical error, the Commlttee infers ﬁom the ex-

currency of foreign countries ;

other . sort, -
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periéfice of all natlons, where a paper-cutrency
has been in use, and they advert briefly to the
effects produced on. the exchanges by the
paper-curréncies of North Ametica, of France,
of Portugal, and Austria. They observe, how-

ever; that “excess' and want of confidence

have usually combined to depreciate -the paper-
~but, as want/
of confidence has noplacé in our situation
at. present, - they adduce examples of the
in -which - the depreciation was
produced by excess alone.” As the anecdotes
are stated; it would certainly appear that the
paper was in the adduced instances excessive,
and yet the fact most assuredly is,. that in
neither case was excess the cause of the de-

preCmtwn, and the assumptlon directly con-

tradicts the obvious meaning of the docu-
ments referred to. The first instance pur-
ports to be cited from Adam Smith, and
refers to the latter part of the 2d chap. of the 2d
book of the Wealth of Nations.—It is thus given
in the Report, (page 17.) “In Scotland, about
the end of the seven- years war, banking was
carried toa very great excess, and, by a prac-
tice of inserting in thelr promlssary notes
an optional clause of paying at sight or 6
months after sight with interest, the convert
tibility of such notes into specie at the will
K
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of the holders was, in effect, ,sﬁspén&:é'c\i; "-Th‘ese

notes aecordingly became "&éprcci‘:’;ted, 'iii'._COm*, _
Pparison: with specie; and while the abuge lasted
the exchange between London and Dumfies,
for example, was 'sometimes 4 fp'er} dgng._,v;ggaiﬁsb :
Dumfties, while the exchange between London -

and Carlisle, which is not 30 miles distant

from Dumfries, wis at par. The Edinbuigh
‘banks, when any of their paper was brought in -
- to be exchanged. for ‘bills on London, were

accustomed to extend or‘contract the date
of the bills they gave, according fo the state
of exéhange, diminishing in this manner the
value of their bills, nearly in the same degree
in which the exeessive issue had caused their
paper  to -be depreciated.” This excess of

paper was at last removed by granting bills

on Londonat a fixed date,” &c. |
That the depreciation might be thus re-
medied is natural enough ; but it 'is not an

. equally - obvious remedy for excess. —The

fact is, that, in the original passage in the
Wealth of Nations, there  is not ,one'-wqrd
about excess; and Dr. Smith assigns a dif-
ferent cause and also a different remedy for
the depreciation.—Speaking of the optional
clause, he says ‘“the promissary notes of
these banking companies constituted, at that

time, the far greater part of the currency

g
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of Scotland, which this uncertainty of pay-
ment degraded below the. value. of gold aand
silver money;” he states the fact respecting
the difference of exchange between Dumfries
and Carlisle, and adds 2. but at Carlisle bills were
paid in gpll_c‘l_‘at‘;d_‘s?i‘lg;gﬁ, whereas at Dumfiies they
‘were: paid in scotch bank-notes, and the un-
certainty of getting those bank-notes exchanged
for gold -and silver cpin -had. thus. degraded

“them below the value of that coin: The act

of parliament which. suppressed 10 and 5
shilling notes “suppressed likewise' zhis op-

‘tional clause, and thereby  restored the ex-

change between -England and Scotland to

- its natural state,”

Again ‘the Committee refers to two tracts
in Lord Somers® collection, one by Mr. God-
frey, one of the original directors of the
Bank, the other by Dr. Drake, published in
1699 ;—as authority for the statement, ‘that

- within 4 short period after the establishment

of the Bank, (during the financial distresses
in the reign of King William,) the effects of a

‘depreciation of the coin, by wear and clipping;

was coupled with the effects ofan excessiveissue
of paper, and that, by the liberality of their

loans,” ('to government and to individuals, ) ‘
““ the quantity of the notes of . the Bank became

excessive, _ their relative value was depreciated,
and they fell to a discount of 17 per cent,
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-and the exchange with Holland, which had

been befoi*e a little affected by the remittances
for the army, sank as low as 25 per :.cent.
below par. ~ At length the true remedies
were resorted to, first by a new coinage of
silver, &¢. and, secondly, by taking out of

circulation the excess of bank-riotes; this
‘operation appears to have been effected very

judiciously. ~ Parliament consented to enlarge
the capital-stock of the Bank, but annexed
a condition, directing that a certain propor-
tion of the new subscriptions should be made
good in bank-notes, In propartion: to the
-valie of bank-notes sunk in this mannerthe
value of those which remained in circula-
tion began to rise;in a short time the notes
were at par, and the forelgn exchanO‘es near-
ly s0.” :

I have referred attentwely to both these
‘tracts, and have endeavouredvfully to compre-

‘hend their meaning as well as their language,

and am unable to extract one syllable from
elthel of them, to countenance the idea of
excessive circulation in the instance referred to

~as the cause of depreciation of the notes, or of

the reduction of the rates of ’exchange,"al-
though the fact of depreeiation is distinctly sta-

“ted .—Mr. Godﬁey s tract is important ta the
‘ present purpose only as it shews that the adg
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vances of the Bank were made, at that time,
on principles so different from those which for
a-century past have governed its conduct as to
preclude all comparison or analogy. The Bank
advanced money on real securities ; mortgages
and pledges of commodities not perishable ;
they also allowed an interest of 3 per cent. on

~ their notes in circulation. But Mr. Godfrey -

mentions neither excess nor depreciation.
- The important parts. of the statement are
taken from Dr. Drake; but I cannot con-

cur in the . paraphrase. of the Comxmtteez he
 speaks of the :deteriorated state of the coin,
~and . of ' the . difficulties which had . attend-

ed: the recoinage just: then .completed. He

- -states that the notes of the Bank had been ata
~discount’ of 20 per cent.and the government-

tallies ‘at a discount of 40, 50, and 60, per
cent. and that Parliament had provided a re-

- medy, 1st, by a new coinage of silver, and, 2dly,
by authorising the Bank to augment its capital
on condition that the subscuptxon§ should be

made £ in tallies and £ in bank-notes. The sub-

scription amounted to one million,and Parliament

as,signe’d fundsfor interest thereon at 8§ per cent,
to be raised by a tax on salt. By this measure

- £'600,000 of tallies were taken out of the mar-

ket, and £200,000 of bank-notes also; but

‘the condition of the subscription referred obvis
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ously to the obligation to take tallies ; which
hung-as a weight on'the exchequer, and which
it could not discharge ; be this as it may, Par-

Tiament had. certainly - no idea that bank-notes
. ‘were excessive in the sense of -the Committee ;
for Dr. Drake says, that, as a remedy for the
¥ scarcity of money, Parliament issued 2 millions

of -exchequer—bills‘as. low as £5 and £10 each, Y
SRR which answered the necessities of commerce
» among the meaner people for the common con-

veniences of life,” and, “ these bills passed in

. payment as so many. counters, Whiqh the'peo~
- ple were- well enough satisfied to receive, he-

cause they knew the exchequer would receive

& them again as so much ready money.”—Can it
“be assumed under these circumstances that thel
 depreciation of bank-notes. was occasioned by
.. their excess as a medium of circulation P~Dr,
" Drake certainly says, ¢ the value of £200,000

of bank-notes having been sunk by thefn‘ew.
sﬁbscriptions‘,fthe:rest; as it was reasonable to |
believe they would, began presently to rise in
worth,” and this expression might seem to

coyntenance the ‘statement of the Committee,

but Dr, Drake’s opinion, supposing he intend-
ed to distinguish between excess and discredit,

is-of less weight than his facts, and he states

that no othey way could have been found out
to have retrieved their sinking credit ;” ¢ that
Parliamcnt‘ took into consideration by_wha}:

e
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means they might restore zhe eredit of the bank
of England, which was then at a low* ebb,” and
I know not where the Committee h t with
the information (the correctness of which I do

not mean to impeach) that the Bank Stock

was at a premium, whilst the notes were at a
e r——

discount.  An adequate cause of the deprecia-

tion of their paper might easily be discovered, |
without supposing it excessive, ~— Ist. Bank-

notes were payable in silver, then a legal ten-
der and the ysual medium of payment, which
was so depreciated by clipping, that 303, were

given in exchange for a guinea: Foreoy er, du-

ring the recoinage the Bank thought proper,®

as Dr. Smith expresses. it; ““to discontinue the
payment. of. thejr notes; which ‘necessarily poc-
casioned their diséredit;” and the Bank had
not only lent their -whole capital to govern-
ment, (then in such difficulties, that Dy~ Drake
observes, unless a remedy had been found fot
the loss of credit, -the new. government could
not have continued much longer,) ‘but ‘hLeld
tallies (then at a disconnt of 40, 50, and: 60,
per cent.) to an amount exceeding that of
their notes outstanding, and had even’ horrow<
ed money in Holland, as appears by the ac-
count presented by them to the House of Com-

* SeeDr. Drake’s tract, entitled «a shdrtﬁis‘tory;of; the Tast’

Parliament,” in vol. 8. of Lord Somers' Callection, page 164
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mons, on the 4th of Dec. 1696, which I find

transcribed in Mr. Fairman’s Brief, and appa-

rently accurate, Account of the British Funds
The account is thus stated :

To sealed bills outstanding . £ 893,800  0  0

To notes for running-cash .. 764,196 10 0
To money borrowed in Holland 300,000 0 0
To interest due on bauk-bills

outstandmg ce v wa . 17,876 00

- £1,975,872 10 0

The assets to answer this debt were:

By tallies on several parlia- . - o
" mentary securities . . . . £1, 784, 576 16‘ 0
By half a year’s deﬁcxemy, |
on the fund of £100,000
Sperannum- . .. oe.ee o
By cash, pawns, mortgages,

/50,000 0 O

G o ueeeei... 26661016 0

Total credits . .'.‘ 2,101,187 12 0 .

. Total debt . ... 1,975,872 10 0

Balance in favour of the Bank £125,315 2 )

 Mr. Fairman observes, but does not state

his authority, that, when the ‘‘ new comage'
was wmplcted Ba.nk—stock ﬁom being consi-

73

derably under par, got up to 112.” — Tt will be
1ecollected that these two cases are cited, in
the Report, as instances in which the depre-
ciation of the paper-currency and consequent
depression of the exchange were produced by
excess alone:* that viewed in this light they
¢ appear to the Committee to afford much
instruction on the subject of their inquiry;”
and I have not therefore thought it altogether
unimportant to ascertain the nature and extent
of the instruction to be derived from them.

The next proposition to be examined is that
which relates to the country banks ; that the
Bank, by its issues, regulates the ‘amount of
country-bank paper also. The practical im-
portance of this question would not be great
if it were admitted, which I cannot assume,
that the public demand controuls the issue of
bank-notes, for thenitnecessarily controuls, on
the principle of the Committee, the circulation
of the country banks also. The paragraph in
the Report in which this proposition is breught
forward in page 28 runs in these words.

They * must observe that so long-as the

* The famous Mr. Law, who wrote in 1720, ninety years
nearer.the transaction, observes, I do not know how their
notes came to be at a discount, whether from the circumstances
of the nation or their own ill management.”

L
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cash-payments of the Bank are suspended the
whole paper of the country bankersis a super-
structure, raised on the foundation of the
paper of the Bank of England. The same
check which the convertibility into specie,under
a better system, provides against the excess of
any part of the paper-circulation, is, during
the present system, provided against an excess of
country-bank paper by its convertibility into
Bank-of-England paper. If an excess of pa-
per be issued in a country district, whilst the
London circulation does not exceed its due
proportion, there will be a local rise in prices
in the country district, but prices in London
will remain as before. Those who have the
country paper will prefer buying in London,
where things are cheaper, and will therefore
return that country paper upon the banker who
issued it, and will demand of him Bank-of-
England notes or bills upon London; and
thus, the excess of paper being returned upon
the issuers for Bank-of-England paper, the
quantity of the latter necessarily and effectual-
Iy limits the quantity of the former. This is
illustrated by the account which has been given
of the excess and subsequent limitation of the
paper of the Scotch banks, about the year
1763. If the Bank-of-England paper itself

should at any time during the suspension of

e T TR
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cash-payments be issued to excess, a corres-
ponding excess of country-bank paper may be
issued, which will not be checked : the founda-
tion being enlarged the superstructure admits a
proportionate extension : and thus, under such
a system, the excess of Bank ‘paper will pro-
duce its effect upon prices not merely in the
ratio of its own increase, but ina much higher
proportion.” The nature and limits of my ob-
servations forbid my engaging in a controversy
with this formidably-metaphysical paragraph.
I offer it to my readers as a specimen of the
happy facility with which foundations are laid
without possessing the soil, and superstructures
erected on it without ascertaining its solidity.
The Committee has not defined the sense in
which they use the term excess of cuwrrency, I
therefore suppose it to be used in the Report
in the sense in which it is used by Dr. Smith,
as denoting a quantity greater than the circu-
lation of the country can easily absorb or em-
ploy. Excess being assumed in the couutry
paper, London notes or bills uporn London will,
it is said, be demanded in exchange; and thus
the excess of country paper being cohtin‘ually
returned upon the issuers,—what foliows ? that
the country paper is kept within thelpoint of
excess? not at'all; ‘that the quantity of the
latter necessarily and effectually limits the
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quantity of the former.” Does this follow as a
consequence? admitting the accuracy of the
reasoning, under the supposition that the
country notes were actually paid in bank-notes,
does it apply, under the admission that they
are paid by bills on London, since, as we have
already shewn, the payment of these has very
little reference to bank-notes? — Again. - If
the Bank-of-England paper itself should at any

time be issued to excess, a corrésponding ex-
cess may be issued of country-bank paper,

which will not be checked. — The foundation
being enlarged, the superstructure admits of a
proportionate extension:” is this a legitimate
inference? The country notes, if issued to
excess, will be brought back to be exchanged
for Lond'on notes; but does it follow that the
country-bank paper, if issued to excess, will
not be checked, because there is already more
Bank paper in circulation than the country can
absorb and employ. Admitting for the mo-

‘ment the theory about local prices and districts,

which some of my readers will, T doubt, think
a very wild one, how is it applicable to the
case of an excess of Bank-notes occasioning
an additional issue of country motes. The
Report supposes ‘a case, thatan excess of paper
isissued in a country district, and draws an

“mference from it different, perhaps, from that

T

which is obvious ; but the question before us is
the effect on country notes of an increase, be
it excess, of London notes. I will therefore
repeat the argument of the Committee, chang-
ing town for country, and sec what result it
produces, , :

If an excess of paper be issued in the Lon-
‘don district, while the country circulation does
not exceed its due proportion, there will be a
local rise in prices in the London district ; —

those who have the London paper will prefer

buying in the country, where thingsare cheap-
er,. and will therefore return that paper upon
the Bank, who issued it, and will demand —
what ? Country-bank notes from the Bank ; that
cannotbe : of the country bankerin exchange for
Bank-notes ; equally improbable : and yet unless
it comes to this how will the superstructure of
country notes be enlarged in proportion  to
the extention of the foundation? If things
are cheaper in Liverpool than in London I
'shall prefer buying there, and if I have too
many Bank:notes, I shall (in theory at least)
send them to Liverpool in payment ; where, till
they are got rid of and returned to London,
they may restrict but can never augment by
one shilling the circulation of the Liverpool
‘banks. - ' o

- The Committee has assumed as an axiom
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that country-bank paper is a superstructure rai- ; which has Deen given of the excess and sub-
~sed on the foundation of the paper of the ‘ sequent limitation of the paper of the Scotch
Bank of England. But where do they learn | banks, in the year 1763:"—The illustration
this? They learned fromMr. Stuckey, a conside- runs thus: “this excess of paper was at last
rable and experienced banker in Somersetshire, ' ~ removed, by granting bills on London, at a
that his houses regulate their issues by the assets * fixed date, for the payment of which excess
they have in London to pay them, consisting i of paper it was necessary in the first instance
of stock, exchequer-bills, and other con- ; to provide large pecuniary funds in the hands of
vertible securities, without much reference o their London correspondents.” This illustration
to the quantity of Bank-of-England notes - affords no assistance to the theory it is intro-
or specie which they have, although they | ¢ duced to support, because it depends on a
always keep a quantity of both to pay occa- : fact, and the fact relied on is altogether un-
stonal demands.—That it is unquestionably I founded. Did the Committee really suppose
hisinterest, as a banker, to check the cir- that a Scotch bank, or any other bank, when
culation of bank-notes, and to remit to Lon- | giving a bill at 40 days date, on London, in
don such as he receives beyond the amount . payment of its notes, actually deposits, in the .
which he retains as a deposit. That he ima- first instance, Bank-notes in the hands of its

gines, if Bank-of-England notes were with-
drawn from the parts where they now circu-
culate, as from the county of Lancaster,
‘where they form the chief circulation, their
places - would be immediately filled up by
the notes of the country banks.—What is
there in this evidence to sanction the opinion,
that bank-notes either generate or limit coun-
try notes >—But, adds the Report, this principle,
viz. ¢‘that the quantity of bank-notes neces-
‘ “sarily and effectually limits the quantity of
'co‘untry notes, is illustrated by the account

London correspondents ; and farther, that the
banker having possession of them holds them
specially appropriated to the discharge of the
bills for which they are to provide? that they
could mean this is impossible, yet, if the fact
be not so the illustration is wholly inapplicable
to the case. In confirmation of the opinion re-
specting the dependance: of country on town
paper, the Committee has adduced a fact and
figures which it is necessary to examine, be-
cause they afford a remarkable instance of the
bias with which evidence is brought forward in
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favour of what Mr. Locke terms an “ espou-
sed proposition.”

Referring to documents received from the
Stamp-office, the Report states, that, in 1808, *

the number of stamps on notes- reissuable, in

‘the classes between £ 2:2 and £20 alone,
indicate, on an average calculation, an increased

issue of notes, to the amount of £ 3,095,340

beyond that of 1808, whence: they infer an
increased circulation to that extent. The state-
ment is given thus: — “ Number of country-
bank notes exceeding £ 2:2, each stamped in
the yea'r ending the 10th Oct. 1808, and 10th
Oct. 1809:

1808 1 809
Exceeding £ 2: 2 & notexceeding £5:5 666,071 922,073
Exceeding &£ 5 : 5 & not exceeding£20 198,473 380,006

Averamno the first class at £5, and the second
at £ 10, the stated result is ‘produced. Con-
sidering the authority from whence the state-
ment proceeds, there is not, I am persuaded one
reader in a hundred who has doubted its falrness
or the justness of itsapplication; yet am I bqun.d ‘
to impeach both. Extracting from the docu-

" ments from the Stamp-office a similar compara-

tive statement for the years 1805, 1806, and
1809, it will stand thus:
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i 1805 1806 1809
Excedding £2 : 2 and not - o
exceeding £5: 5 823,460 832,940 922,073
Exceeding £5 ; $ and not -

exceeding £20 302,600 323,100 380,006

Adopting the calculation of the Committee, it
will be found that the increased circulation in
1809, beyond thatof 1806, is £512,000 in three
years, instead of £3,005, 000in a single year; and
this is the fair mode of comparison ; for the Re-
portstates that these notesare reissuablefor three
years. Those issued in 1806 are, therefore, re- -
cereed in 1809, as those of 1805 are'in 1808.

The aggregate issue of the two years 1808 and
1809 is less than that of 1805 and 1806 by
115,477 stamps, equal to £775,000. Had the
stitement been a fair and correct onme, it
would yet have been mapphcablc to the case,
Antecedently to June, 1809, no increase had
ta‘kcn placc in the amount of bank notes
beyond the cireulation of 1808; yet it appears,
by the return from the Stamp-Office, No. 53,

that the increased demand for stamps alluded to
by the Committee took place in the latter end

of1808 and beginning of 1809, and that, as the
issue of bank-notes increased between July

1809, and May 1810, the issue of stamps_for
country notes materially dlmlmshed |
M |
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Numbex of stamps of the classes befoxe stateé'

issued in the followmg quarters :—

In the quaxter endmg 5the Jan. 1809 465,071

5th April 324,008
5th July 371,960 ,
'I’otal issues of 3 quarters < 1,161,039
Between July 1809 and May 1810,
the amount of bank-notes increased
from 18 to g1 millions, the issue of
stamps for country notes (of the
same classes) was
In the qu'u'ter endino Oct. 1809 - 291,714 .
- Jan. "1810- -284,658 :
ST ‘ ,Apnl - 262,365 S
Lok e 768742
Issue, lessm the 3 Iast quarte’rs - 392 297:

W}nch would 1mply a reductxon in the country

cuculatlon so far as the evidence of the stamps
goes, of £2,600,000 durmg the periodin which

the Bank circulation was increased very near]y '
to _the same amount:—had this fact been no-

ticed by the Commlttee, it might, perhaps,
have led them to inquire whether the Bank

: Dlrectors could trace then increased issue to

any cause connected w1th a dlmumtxon of coun—
try bank-notes.

* Mr. Ricardo is :‘xlso of opinion that tlic Bank ef England
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Whatever opinion be entertained on these-
points, however the questions respecting the
powers of the Bank be disposed of, still the
opinion of the Committee, that, in point of fact,
the paper-circulation of the country is exces-

sive, stands as the prominent feature of the Re--

port. As the fact is not apparent at least,
(I mean that there is more paper than the
country can easily absorb and employ) the onus
probandi seems to liec on the Committee, but
they have thrown it altogether off their should-
ers, they have brought forward neither evi-
dence nor documents in support of the opinion,

is the great regulator of cpuntry-bankﬂ’papex;, « when they in-
crease or decrease the amount of their paper, the country

" banks do the same.” And he grounds this opinion on the

téh,eoi'y,of prices tending to equalize the circulating mediumin
districts having free intercourse. It is  foreign to my purpose
to enter into-an argument on.this subject; but it appears to
me, that Mr. Rxc‘n‘do was bound to shew that some physxcal
unposmblhty obstructs the increase of bank-notes at the ex-
pense of country notes, and vice versa, before he assumes that

.an increase of bank-notes must produce an increase of country

notes 3 he seems to consider it probable that the endeavours of
country bankers to displace bank-notes ‘has been . successful,
in which case the proportion between town and country notes
has varied withou any such fluctuation, in the price of com-
modities has formed the basis of his argument.  On the other
hand any introduction of bank-notes to supply the place of
discredited country notes, as- recently in the West of England,

augments the positive amount of the former, whllst that of the
Jatter is positively diminished. '
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and they distinctly admit that the high price
of bullion and the low state of the continental

exchanges are the most unequivocal symptoms»
of excess they have to adduce.

- They have, indeed, added . materially to theb

difficulties of the inquiry, for they state (what
is probably true) that the mere numerical
amount of ‘bank-notes in circulation. is no evi-
dence of inadequacy :or excess, as the same
amount may bear a . very different proportion
to the necessities of commerce under different

- eircumstances’ of trade and payments, and that

the quantity of currency bears no fixed propor-
tion' to the price of commodities ; they take

also to themselves the benefit of any argument

to be drawn from the economy introduced
in the use of bank-notes, which they. think
must have produced a greater effect than has
been aseribed to it, in lessening “the quantity
of baiik-notes necessary to the circulation. It
is therefore neediess to dwell on the fact of an
exchange 6 to 8 per cent. in our favourin 1 804
and 5, with a circulation of - £18,300,000 of
bank-notes, (Fmance Committee, 1807, App. 8.)
or-to shew that, in the end of 1808 and begin-

“ning of 809, it turned against Great Bri-

tain, with a circulation less by one mllhon to
point out an improvement of 10 per cent. on the
exchanges, with a continually-increasing circu-
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lation, between Nov. 1809 and May 1810; or
to recur to the state of the exchanges and price
of hullion in 1800, when they were nearly as
iinfavourable, with a circulation of 15 or 16 mil-
lions, as in 1810 with a circulation of 21 millions,
The .(circnmstances of the internal circulatioi,
it will be z2id may havebeen such in 1804 and 5;
that a greater amount was not -then an excess;
although in 1808 a smaller amount was found
to be so. - But is it not- then a fit subject of in=
quiry, whether circumstances so varying, -and
so greatly operative, whatever they be, may
not also produce a- direct effect on the course
of exchange and price of bullion? With respect

" to the contrivances to economise bank-notes, it

should be observed that the Londan clearing-
house, the great feature of this econowy, has
existed, as appears-by the evidence of the in-
spectm‘, 85 years, and 1its operation was long
auterior, therefore, to the restriction-bill, and
the increased issue of bank-notes.

.- Buttheseare not the only difficulties attending
a comparison of the amount of bank-notes with
their object. Mr. Ricardo states,  that the cir-
culation can never be overful,” (page 40.) mean-
ing thereby, as I apprehend, (for in this in-
stance Mr. Ricardo’s language is not quite so
«clear and perspicuous as it usually is) that, as
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the nominal price of commodities rises in pro-
portlon to any increase of currency, the cur-
rency, though of greater numerical amount, will
not bear a higher proportion to the value of the
commodities ; and although there is an obvious
depreciation there is no excess. If this inter-
pretation be adopted it will be nearly useless
to search for, and i inquire after, excess of pa-
per as a fact; we must be content to admit
proof of its existence from its effects, and our
attention must be directed 'to ascertain depre-
~ciation, or an increased price of commodities,
solely arising ont of, and occasioned by, the
increased amount of the cir culatmg medium.

* There is a passage, however, in the Wealth
~ of Nations, which introduces a mode of com-
paring the amount of . currency with its obJect
not noticed by the Committee, -

#¢ A prince,” says Dr. Smith, “who should
enact that a certain proportion of his taxes
should be paid in a paper-money of any kind,
might - thereby give a certain value to this pa-
per-money, even though the time of its final
discharge and redemption should depend alto-

gether ‘on the will of  the prince. If the Bank

which issued this paper were cargful to keep the
quantity of it always somewhat below what
could easily be employed in this manner; the
- demand fm 1t mwht be such as to make it even
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bear a premium, or sell for somewhat more in
the market than the quantity of gold and sil-
ver for which it was. issued.” The ‘principle
being admitted, on the authonty of this eminent
writer, it remains to be shewn how far the con-
ditions are, in our case, fulfilled.

The enactment is ample: not only the
whole amount of the taxes of Great Britain
are payable in bank-notes into the Bank of
England, but even the economy heretofore
spoken of in mercantile transactions has in

‘this instance no place. The revenue-boards

take no drafts, orders, nor commutations, of

~ any kind, nor does the Bank atford in the re-

ceipt of the revenue any of the facilities to
which it has become a party in its dealmtrs
with bankers, even on the most pressing emer-
geucy; and bank-notes do, therefore, actuavlly,
(as Dr. Smith supposed they might,) in many
cases'bear a positive premium : I mean at those
periods previously to the issue of dividends,

~when the receivers-general or their agents,

being bound to make their payments within a
given day to the Bank, are content to accept a
less pnce for funds or exchequer-bills, if paid
for in notes immediately, than if paid for on
the next or any following day, nay even by
draft payable in the afternoon of the same day.
This difference, not unfrequently 3 or 4 times
the value of the interest of the money, is a
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positive premium for bank-notes, since it
would not be given for a consideration of any
other kind ; the acceptances of the first mes-
chants or bankers, East-India bonds, country-
faank notes, will not obtain it : nothing procures
it, but that precise commodity, moneyor bank-
'n?tes, which alone answers the purpose of ma-
king the payment required. And if the law
r.equ'ired that the taxes should be paid exclu-
sively in notes, there is no question but bank-
notes would bear the same premium, ‘on these

occastons, against money also; — for it is their -

:s;grc’ity,‘ at these moments, which gives rise to
it. “Nor, if we refer to figures, shall we be
surprised ‘at this effect, or that Bank-nptes
§hou1d,~ at particular periods, be scarce and
insufficient in amount for the public accommo-
daﬁon' R L :‘ : e .

‘Qf?ﬁ(che war in 1793 the total -

-amount of the permanent taxes,

‘on an average of four years, (2d
. Report of the Finance Commit- - ‘

tee, 1997,) was .. ... ... . 13,800,000
Add the real amount of the annual A
~ guant of land and malt . . . . . 2,558,000

Total payments to the revenue o
dnoneyear ...,...... 16,358,000

———
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At this period the amount of Bank-
notes in circulation, on an ave-
rage of four years, 1793, (Rep.
Appendix, 49,) was. . « . .. -

And the amount of gold coin, be-
yond that now in circulation, ta-
ken at the amount of £1 and

- £9 notes since issued, being e~
‘qual to one-tenth part of the gold

11,200,000

coinage between 1760 and 1797 6,100,000
_ The total amount of currency,
17,300.000

in 1793, being, therefore. .

and equal in amount to, or rather exceeding,
the payments to the revenue in the course of
one year. At this pcriod the exchanges were

much in our favour, gold below the mint-
price, and bread at 74d. the quartern loaf.

‘ R £
The net amount of the public re-
venue paid into the Bank of En-
gland, for the year ending 5th.
Jan. 1810, Was .. « .« .. - -
Add amount of loan, including
- 8 millions for Ireland, the pay-

ments for which are made to the
' N
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Bank in the same manner as :
thetaxes . . ........... 1467466
Total payment as per account
delivered to Parliament on :
24 March last . . . . . ... 76,805,449
At the period of the greatest depression of the
‘exchange, in the autumn of 1809, the amount
of Bank-notes, including those of £1 and
£2 and Bank post bills, did not exceed 20
millioqs. The increased amount of currency
beyond that of 1793 was therefore 3 millions
and the increased amount of payments t(;
government alone above 60 millions. The

- currency being now little more than one-

fourth of the amount of these payments ;
whereas, before the war, it exceeded it; 'whet;
there was no ground of complaint against the
rate of exchange, the price of bullion, or that
of: commodities. ~ At present, the total amount
oif Bank-notes in circulation, throughout the
L.kmgdom, is cancelled between 3 and 4 times
In each year, in payments to the revenue; and
every reader must form his own opinion, whe-
.ther, under such circumstances, ‘the_ambunt
1s greater than ‘“.can be easily employed i,

this manner,” according to the idea of facility
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which Dr. Smith entertained when he used the
expression.® ‘

It is not equally easy to form an estimate of
the commercial circulation at the two periods;
and,” if it were formed, the observations of the
Committee would preclude any application of
it. But, it is not altogether an unimportant
fact that, since the restriction, the increase in
the amount. of Bank post-bills, a species of
note not seen in London, and used chiefly for
the purpose of making remittances to the
country, is nearly in proportion to the increase
of notes generally. When the amount of Bank-
notes was 10 to 11 millions, the Bank post-bills
outstanding amounted to £5 or 600,000: now
that Bank-notes have increased. to 20 or 21 mil-
lions, the post bills have amounted to cne mil-
lion, which I cohsider as evidence of increased
internal circulation in the same proportion. |

It was more within the power of the Com-
mittee to have investigated the question of de-
preciation ; it was fully within thewr power, at
least, to have ascertained in what sense, and

* Having occasion, in the course of the last year, to trace
the payment to the Bank of a note of £1000; I collected,
from the mode of search and the observations maude, that it
would be an unusual case if a note of this description had
not returned within a month from the period of its issue,
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to what extent, they mean to impute the in-
creased price of commodities to the paper-cir-
culation, when they intimate, that the cause of
the increased price of all commodities is to be
found in the state of the currency of the coun-
try; and, that the Bank is responsible for the
effect on prices not merely in the ratio of its
own excess of paper, but in that of the excess
of country-bunk paper also. But nothing is
done in the Report towards either of these ob-
jects, and its language has an obvious tendency
to sanction the popular notion, that the in-
creased price of commodities is evidence of a
depreciation of currency. : ‘
- There are two obvious and practlcal calises
of the augmentation of prices in Great Britain,
since the date of the restriction-bill, the effects
of which should have been accurately ascer-
tained, before a cause not obvious, “wholly
speculative, and against the hasty adoption of
which even theorists have cautioned us, was
~ assigned in the Report. S

The causes to which I allude are, ‘the alter-
ed state of the corn- trade, and the scarcny
arising out of it in 1800 and 1801 :

And the increase of taxes since the com-
mencement of the war in 1793, ‘

From the year 1790, Great Britain has cea-
sed to produce corn enough for its own con-
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sumption; and has annually imported large
supplies. At the end of 1799, there was no
stock on hand, and, during the deficient har-
vests of 1800 and 1801, the importations were
greatly inadequate to supply the loss. The
scarcity and -consequent measures of those
years are yet fresh in.our recollection ; seven-

teen acts of parliament passed with reference

to this subject in the last six weeks of 1800.
Bounties were granted, and ‘every substitute
adopted, yet the average price of wheat for the
two years, thmughout England _and Wales,
was 109s. to 110s. and bread rose to 18d. the
quartern loaf. It became necessary to advance
the wages of all descriptions of labour, and
these, as well as the pay of the army and navy,
were raised to the standard of the current pri-
ces. Although the price of grain subsequently

- fell, the wages of labour did not experience a

reduction; and they remain at present nearly
at the standard to which they were advanced
about the years 1800 and 180]. —If the price
of labour be now, as it is generally understood

to be, fully adequate to the present high price

of provisions and commodities, the excess,

'during the abatement of price, in the years

succeeding 1801, from an average of 110s. to
an average of 67s.in 1802, 75s. 765. and 79s.

in 1805, . 1806, and 1807, has operated as
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a cause instead of being the effect of high
prices, and has defeated the endeavours of Parlia-
ment so to apply the taxation as not to affect
the wages of labour, and. has produced the
same effect which a direct tax on labour would
have occasioned. Itis, perhaps, impossible to
ascertain in what degree the prices of commo-
dities generally have been affected by this ex-
traordinary advance of the wages of labour,
but it appears from the communications. made
ta the Board of Agriculture, that the advance
of wages to labourers in husbandry, between
1790, when export ceased, and 1804, amount-
ed to 37 per cent. on the prices of 1790.

There are readier means of ascertaining the
effeets of increased taxation. In 1793, as I
before stated, the net revenue amounted. to
about sixteen millions ; but it is the gross re-
venue which the subject pays, and we may,
therefore, call it, at that time, seventeen mil-
lions.. : ‘ - o
The gross revenue of one year, to January,
1810, amounted to £70,240,296, as appears by
the account délivered to Parliament, on the 24th
of March, being an addition to the charge on
the land, the labour, the revenue, and expen-
diture, of British subjects, since 1793, of
&£ 53,240,000. | | |

According to-every principle of political eco-

B
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fiomy, a tax on land, labour, or industry, isa
tax on the produce of ecach, as fully, if not so

~directly, as the taxes levied on ‘goods at the

Cl.lstom-house or Excise-office, and, therefore,
this sum of. fifty-three. millions must be, and
now.1s, added to the aggregate price of com-

- modities in Great Britain, beyond their price

in 1793, except in so far as the direct and per-
.sonal taxes fall on those who, living on fixed
incomes, have not the means, by the increased
price of their labour, increased profits, or in-
creased rents, to relieve themselves of the bur-
then. The direct taxes amount to about one-
fourth of the whole, and the proportion of
these, which falls on certain incomes, does not
affect the price of commodities. If certain in-
comes be taken at an amount equal to the in-
terest on the funds, (not meaning thereby,
.that a large proportion of stock-holders do not
indemnify themselves elsewhere, as proprietors
of land, merchants, traders, and manufacturers

but to allow a sum adequate also to the anj
ntliti'es on land, salaries of office, &c.) a pz;o-
portion equal to one-sixth of a fourth of the
general taxation may be considered as posi-
tively taken out of the pockets of thosc who
pay it. To obviate objection, let-it be admit-
ted that 5th instead of =zth is so taken. The

‘remainder, about 47 to 48,000,000, is an annual
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augmentation to the price of comn.loghtxe: nj
Great Britain. Now, the aggregate price .qf these
commodities cannot exceed the total mcomke,
or revenue, by means of Wh}Ch they are Qoqsu-
med, which, from the best Judgenllentt that can
be formed of it from parliamentary documet_lts,
does nvot exceed 140,000,000, so tha.t, of _l:he
present price of commodities, one-third :::1 ; :]:n
on average, (some more, some lgss, acc;)f 1te§
as they are more or less 11}1medlately affec N
by taxation,) must be co.n31dered as rcpgeselrlle‘
~ing the taxes imposed since 1793 ; :‘m oUlaI
third of the present price is, of course, eq
rice of 1793. |
“ Ilz’a;i;llsoibt should be entertained, xvhetl;)elzz
lahdholders, for instance, haw? really been 3 "
to indemnify themselves to this extent, ar‘i1 o
raise an additional income equal to suc

v <.
amount of taxation, I may at once refer :?esz; -
* factory documents in proof of it. In th

port of the Commissioners of Navq} Iantntrﬁré
on Greenwich Hospital, is a statement o ,
rents of the Derwentwater. estate's, now p;e-
sessed by the Hospital, shewing an increase, be:

tween the years 1790 and 1805, from £ 18,300

to £ 24,700, being one-fourth f)f ‘tl;é gre‘s;:;lt
rents; but the last four years, 1D w(;lct th);
considerable additions have been ?na e‘ :rease
rents, ‘are not included. The average m
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of rent on arable land, thoughout the king-
dom, between 1790 and 1803, as returned to
the Board of Agriculture, was £ 40 per cent.
~on the rents of 1790, or £ a8 per cent. on
those of 1803, to which returns the same
observation respecting the period not included
will apply. ST :

To what rise in the price of commodities does
the ‘Committee allude which is. not justified by
the mu]tiplied‘opera:ti,on of an increase public
demand on the produce of the land and labour
of the country, to the extent which has- here
been stated ?* The price of corn has flactuated
$0 much since the supply has, under the incon-
veniences of war, - depended on Importation,
that it is become, except on very long averages,
an unfit standard’ of comparison : as early as
1795 "and 1796, I find the quartern loaf, for
many months together, at !54. and, as late as
1807, the average of the year not exceeding
11d. and 114d. —in the course of a single
year, and even in succeeding months, varia-
tions in price, on the average of the kingdom,

of zand even L of the value of the commo-

dity. The average price of wheat for the

year 1800 was 112s. §d. and, for the year 1802,
'67s. 7d. — such fluctuations have obvious re-

ference to supply and demand, and can in no

degree be referred to corresponding variations,

o




98

¢ither in the cost of the article or the mediun
of payment*. 'Meat has fluctuated less in price
than corn: the increase of price appears to have
been progressive, from about 7d. to 10d. per Ib.
but has mot exeeeded the proportion resulting
from the natural effect of taxation. -

The metals which are the produce of British
soil, of which the supply is always equal to the
demand, might perhaps form a better standard
of comparison: but, in this commercial coun-
try, it is diffieult to fix on any commodity
which is not affected by the circumstances of
war or peace, as in the case of timber or hemp;
comparative scarcity or ‘superabundance; as
tallow and coffee; want of demand, as in'the

<% L have extracted from the Gazgtte the weekly prices of
~ grain in the five years, preceding the restrietion, from 1792
\ tjq 1796, and the five last years, from 1806 to 1810 inelusive;
both periods including great fluctuations of price, but neither
the extremes of the years 1800 and 1801, =~
T " Wheat. Barléy. Oats.
L - cside s d s de
. 'The average: of the last five years.is,. 87 2 43 30 6
-, A deduction.of these pricgsof , |, 20 - 144 102

* wouldleaveseeeve sivernaevees. 582 288 204
_ 'The.average of 1792 to £796is: . .57 6 34 20 6

-~ but L do not think that any fair inference can be drawn from
- the result, because, thtoughoug'lhe‘ whole period, the prices

have been regulated more by importation than any internal

~ circumstances.
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case of East-India goods; or want of supply,
as those from'Italy and the Levant. Then,
again, speculation intervenes, and raises ex-
orbitantly the price of wool, the bubble bursts,
and wool is an unsaleable commodity. A bad
harvest occasions a large demand for sugar at
home; a friendly disposition in Sweden catries
all the surplus abroad. A good harvest closes
the distillery against sugar; French influence
shuts the Swedish ports against us, and sugar
?}as no price. The price of wheat depends on
mtercourse with America ; the distillery influen-
ces barley ; the value of oats s regulated by im-
portation from Holland. How, in this chaos,
the Committee can discover the depreciation of
our currency in the price of commodities I
kn’owAnot 3 yet, says the Report, “ the prices
of all commodities have risen, and gold appears
to have risen in its price only in commoti with
them.  If this common efféct is to be ascribed
toone and the same cause, that cause can only be
found in the state of the carrency of this coun-
try.”  Onthisnrostextraordinary passage I shalt
only observe “that your if is a great peace-

‘maker.”

Tt is not possible to follow the sibject of re-
lative Price‘s to any satisfactory point, without
engaging in a very protracted investigation
and a multitude of figures, which I wish to
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avoid ; enough has been adduced toshew that -

an increase in the prices of commodities of nearly
one-half on those current in 1793 is naturally
accounted for, without assuming a deprecia~
tion of currency, and that, unless a pair of shoes,

a hat, ora coat, which would, in 1793, have
cost 8s. a guinea, and 3 guineas, cost now

more than 12s. 81s. 64. and four guineas and
ahalf, the increase of price is not greater than
may be naturally accounted for, from the effect
of increased taxation. ‘

\ Should any persons be disposed to pursue the
inquiry farther, they will recollect that the ef-
f,éct on prices produced by taxation is exclusive
of, and independent upon, such increase as may
be occasioned by circumstances specially af-
fecting particular commbdities as great scarci-
ty compaxed with the demand, restraints impo-
sed. on introduction or exportation, ‘or heavy
direct duties, as in the case of Wine, Spirits, or
Sugar. In adducing taxation as the cause of
an illcrease(l price of commodities I am not
certamly introducing any nov el principle, but
the more men of every rank have felt the
necessity of augmenting their i incomes, the more

attention has. been paid to obtain such increa-

sed income from land, the more operative has

the prmcxplpbecome and it dogs' not, appear.

10k

that the Committee have allowed sufﬁciently

for its effect

I shall only add a few OLsexvatlons on the
recommendation of the Committee to Parlia-

ment; as the result of their inquiry.

This recommendation is conveyed In the
shape of opinion, ¢ That the system of the

circulating medium of this country ought to
‘be brought back with as much speed as 1s com-

patible with a wise and necessary caution to
the original principle of cash-payments, at the
option of the holder of Bank-paper.” ¢ Ac-
cording to the best judgement the Committee
has been able to form, no sufficient remedy for
the present or security for the future can be
pointed out, except the repeal of the law
which suspends the cash-payments of the Bank
of England.” And the Committee *“ suggest
that the restriction of cash-payments cannot
safely be removed at an earlier period than two
years from the present time, as it _wou.’ld Pé
hazardous to compel the Bank to pay m six
months, should peace be concluded within that
period, and would be found wholly impracti-
cable.”  The Committee -are, therefore, of
opinion, ‘ that, evenif’ peé.ce should intervene,
two years should be given to the Bank for resu-
ming its payments ; hut that, even if the war
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should be prolonged, cash-payments should
be resumed by the end of that period.”

- Persuaded as I am that both the rate of ex-
¢hange and price of gold are controuled at
Ppresent by the foreign expenses of government,
(?pex‘gtang upon a small favourable balance i
Canuot of course ‘anticipate any difficulty ’iri
the resumption of cash-payments by the Bank,
whep t.hdse expenses shall have ceased. Nor,‘
supposing them to continue, can I ’c'ontémpl‘a't(;

reater facility j ing ' 3 :
g ility in resuming them at the expira-

tion of two years than is now experienced,

The Committee can hardly expect any increa:

sted activity in our manufactures from a reduc-
t}on of the accommodation they have experien-
ced; or an increased exportation to the conti-
nent as the effect of reduced ‘prices ; (presa-
mmg, as the Committee seem dispos’ed to doy’
tha»@ such reduction is just and practicable )’
cha&rse‘ we see already that a profit - of ‘3"an’d’
éyen 400 per cent. on colonial/‘prod‘a'c:e,‘ on
cgﬁ'ee particularly, the article ‘most wanted in
France, and most superabundant ‘here, is not
a Iever. powerful enough to obtain for it an in-
troduction. OQur imports consist, for the most
part, of articles with ‘which we cannot . dis.
pense, without abandoning altogether the con-
test in which we are engaged. If our imports
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are not diminished, our exports increased, or
our foreign payments lessened, I do not see
how the utmost stretch of inconvenience whichy
by reducing the circulation, the nation may be
made to suffer, willimprove the exchange or
lower the price of gold. I could point out
effects of a very different nature, which will
‘unquestionably result fromit. On former oc-
casions, mercantile distresses improved the ex-
change, by inducing the merchants to draw
bills on their correspondents abroad to raise
money, which they would provide for by ex-
ports, even at a loss. But even this wretched
shift cannot now be practised ; there is na mar-
ket on which bills are current to which goods
can be sent. :

Whilst offering their suggestions to Parlia-
ment no doubt the Committee had distinctly
in view - o j

The evils and inconveniences which they
propose to remedy ; o

The mode in which the remedy will be pro-
duced by the adoption of the recommenda-
- tion ; , C

And the consequences with which that a-
doption will be: attended. .

These points are not, however, brought pmmi
nently forward in the Report, and we areleft to
discover, as we can, what the measure is intend-
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ed toeffect, and how it is to. be effected.

““A’return to the ordinary. system of bunk-
ing” can “'al»o;ne,‘r say the . Committee, ¢ efs
fectually restore general confidence in  the
value of the circulating medinm of the king-
dom " —<the seribus’ expectation- of this event
must . enforcena preparatory reduction of the
quantity’ ‘of ‘paper;”— “and the anticipation
of the time when' the Bank will be constrained
to 6pén,' may also be expected to _contribute
to' the improvement . of the foreign exchanges,”

which, the Committee informs us, “ they. have -

abundarntly  shewn ‘the Bank to have . the
power -~ of “controuling.” — On these intima-

tions of  the objects ‘of the. Committee it is -

obvious to remark, that the restoration of
confidence is a work OF»,sﬁperéx'ogat::ié;i: ‘the
Report had previously informed us that “want
of -confidence has no place in our present
situation.” — The. 'Ci)mmj,t.tee* ‘have admitted
that the fall of the exchange ‘was oceasioned
by political  circumstances, operating on the
commerce of the country, yet. they anticipate
its improvement from modifications of our
cutrency. They ‘say nothing about the price
of'f'ibuliiibri, which is expected, doubtless, - to

return - when the Bank shall 'hayé‘s'ufﬁciently \

controuled the exchange; although *Mr.
Locke and many other writers have clearly
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demonstrated, that the coins of any country
can ouly be. retained ‘within. it when the ge-
neral balance of trade and - payments is not
unfavourable,” (Lord Liverpool’s. letter to the
King, page 109,) and these effects are all to be

. Produced by a reduction in the quantity of pa-

per; although no attempt has been made to

* shew from whence any superfluity can be with-

drawn. “The rate of wages of common country
labour adapts itself more slowly to the changes
which happen in the value of money - than
the price of any other labour or commodity ;
and “the pay of some classes of public servants,

if ouce raised, ‘In-consequence of a depreciation

of money, cannot so conveniently be reduced

again,” such is the opinion of the Committee.

Yet, ‘in the midst of war, when those classes
are numerous, when that labour s scarce,
and ‘the wages of both. have adapted them-

selves very- fully to the present value of com-
- modities, the Committee recommend a forced
- reduction in the price of the produce of land

and labour, from whence those wages are to
be defrayed. That this is the intended effect
of “the reduction of Bank-paper will be
readily understood and adwitted by those
who have attentively considered the -princi-

Ples of circulation laid down by the Committee.

Let it' be remembered also that the taxes are
S
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for the most part. fixed, not proportianal, rates:;

thgy, %09, as well as the wages of labour, are
adapted. to- the existing value of commodities,
er rather th¢ value of theSe has adapted itself
ta the rate of taxation.- Nor is this reduction

interded to be a triflingone: the - Committeg

ebserve, that, in the present state of our cirs
enlation, to compel the Bank to pay ‘specie in

stx months ‘would be most hazardous, and

would b.: found wholly impracticable. . « In
¢ffecting. so- importaut a change, some diffi-
¢ulties.must. be encounitered and some contin=
gent. dangers. fo. the. Bank must be carefully
guarded against;” - and, thesefore, time is to.be

given to the directors to feel their way, and

tread back their steps slewly, by a gradual re-
duction. of their paper; which, on the pringi
ple of the Conmunittee, will produce a four-
fold reduction. in the conntry-bank paper akse 3

the effect. omthe agriculturol and. commercial

interests of. the: country: of such a curtailment

~of the nsuali means of- mmlthm L pre;tfend Bot

t9 define.® 3

o Mgny pezsg,r;; ma}g ff@};;dlquaed to,co;qqxdpwlth thp Com,-r A
mittee in their hpstxlnsy to paper, under the 1dea that the ac+.
cqmmodatlon afforded by, lt to merehants and farmers tends tb‘
encourage specu]atwn and enhance prices; this objecuon ob~

tains nosangtion from the:Repoot 3 for the Comimnittee is: of opi~
wion “ that the lprgest amount of mercantils discounts by. the
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Suppose by any means, as the effeet of thiege

measures, gold to beturn generally into cirbulas
teon, what should we gain? We adopt an i
stramient of eirculation most costly in place of
oné which tosts nothing ; being gredtly in deby
and littlé to pay withal, we wish.to Play at agri-
ealture and commetce with gold eounters, when

- paper ounes answer our purpose to: the fill ag.

well; and expend in the purchase of them 3 large
portion of the produce of our soil and labour,

the whole of which we find already inaﬂéquatk-
_to defray our foreign éxpenditure,

" But. this part™of the SlleECt is fully treated
by Sir John Sinélair, -and is out- of the lme Uf
my practical observatxons. ~

"My object has beén to éscerbam the scﬁﬁds
ness of the gmund on whzch the G@)mmxttee

Bank lf it ¢ould be consxdeéed by itsef, ought nevér go be
garded ds'any other than & gréaf public bénefit, ahd that it is

.only the exéets of papéi-curiéncy,. theréby lssued ant kept otit

in circalatiol¥, which is to be, considered as the évil.” ,
' very inuch wish the Committee had not stamped with § its

‘authonty .a. doctrine Wh‘lCh requxres far more consideration

ghan they have bestowed uponit. ‘Were the- speculatlons in, and
consequent increased’ price of, tallow and wool in the last year
mdiritained by incréaSéd ¢irculation 'ér by mercantile xhséounts
€6 individuals 7 Must we admit that, if 3 milliofis now lent to
governmerit were 1epaid and lént out again to such speculators,
4t muyst: necessamy prme A great pubhc beneﬁ; 3
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has founded its arguments; and, on a reperusal

of the preceding pages, I appear to myself to

have proved three things: =

-~ 1st. That the propositions stated by the Com-
mittee, as the basis of their argument, are not
generally true, and do not therefore form a

solid foundation for the abstract reasonjng of

the Report : :

2d. That the facts, where any are brought
forwa.rd in support or illustration  of the ar-
gument, are erroneously. stated ;" and, when
corrected lead to opposite conclusions: -

- 3d.Thatthe effects we witness are.sufficiently
accounted for, by obvious and ordinary causes,
and not necessarily referable to such as are

“speculative and undefined. - And it occurs; as a
~ general observation, that the Report does not

convey the substance of the information ac-

_quired by the Comnnttee, but has been framed
under the mﬂuence of'a Judgement very early

formed (see Rep. page" ) -on’the subject: re-
ferred to them, which, embracing in the objects

‘offered to their consideration those" points only

whlch accorded W1th the’ mtended reférences

" would almost lead to. the belief, -that the Report

had emanated from the school of those econo-

“ists, of whom :Mr. Playfair speaks, . - who,
“not:very attentive to facts. have established

ingenious theories, and attempted to reduce
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every thing to.a system, on which they rea-
soned till they became enthusiasts, incapable of
appreciating any thing that.did not conform to
the theories. they had la;d down.’ —Pref. 12th
.edlt Wealth of Nations. o

P.S. The greater part of the preceding

- work was printed before I had seen Mr., Blake’s

Observations on the Principles of Exchange.
The reputation which I understand they deser-
vedly enjoy would. have led me to consider
them attentively before I oftered my observa-
tions to the public, had I met with the work
atan earlier period. - I have not even now had

- an opportunity to read it: but, observing a re-
~ publication of Mr. Mushett’s tahles append_ed to
 that work, Iam led to notice it here as the cause

of my not again publishing those tables, and I
refer my readers to them eitherin Mr. Mushett’s

- pamphlet or that of Mr, Blake..

In glancing over the pages of‘er. Blake’s

- ¢ Observations” a passage has caught my eye,

in page 78, which appears to me not quite free

. from. objection. I submit to Mr. Blake whe-

ther the paragraph, beginning  The effect,”
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&c. contains altogether a candid statement i
Wwhether the impression it is intended'to convey
I quite consistent with the- hints given to Mr,
Wheatley, in the note in pagey1? IF it be,
perhaps in a new edition Mr. Blake will incor
Porate the note in the paragraph alluded to,
and allow the latter part ofit to fil ap the
long interval between the circulation of 84 mil-
lions in 1797 and - the 21 millions in November,
1809.

. fHE END,
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