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172. Acerbi'.r T'a-vels. Oct.

editor, whoſe name does not appear. At the ſame time, we must
expreſs our unqualified diſapprobation of the practice, now ſo
prevalent among travellers, of devolving upon profeſſed authors
the important taſk of ſpeaking for them to the public ; a practice,
deſtrut'tive of accurate deſcription, not very favourable to fide
lity of narration, and altogether inimical to the interest with
which we delight to read the accounts, however unpoliſhed, of
actors and eye-witneſl'es. \Ve had almost forgotten to mention the
doggrel Engliſh rhymes, with which the editor, taking advantage
of Mr Acerbi's ignorance of the language, has thought proper to
fill his pages. Nothing in the name of verſe was ever preſented,
with fewer pretenlions to merit of any kind.

Beſides the travels, the volumes now before us contain a trea
tiſe on Lapland, drawn up, cluefly, from the account publiſhed
by the miſlionary, Leems, in 1767, Daniſh and Latin. Indeed,
with the exception of a little jeſting, at the miffionary's expence,
and ſome additional remarks, chiefly on the natural history of
the country, this treatiſe is a tranſlation from Leems. It occu
pies the greater part of the ſecondctvolume, and follows the ori
ginal, fection by fection. This is the leſs neceſſary, ſince that
work is by no means ſo rare as Mr Acerbi ſuppoſes : We believe
there is ſcarcely a library in Europe without a copy of it.

The plates, which accompany Mr Acerbi's traVels, are in ge
neral good: the winter ſcene in Stockholm, and the two views
in the woods of F inland, strike us as the best. The map prefix
ed to' vol. ii. is very indifferent. The entry upon the gulph
of Bothnia at Griſlehamn, is wretched; and the Finlandiſh bath
has nothing to recommend it, but the naked accuracy of the re
preſentation. The figures of the infects, in vol. ii. are excel
lent. , . \ *

The work concludes with ſpecimens of Finniſh and Norwegian
muſic, and our author's ltiuerary.

ART. XXV. An [nyuiry into the Nature and Effi'ct: aft/2: Paper Crzdz't

qf Great Britain. By Henry Thornton, Eſq; M. P. London, 1802.
pp. 320.

THE progreſs of commercial philoſophy has been much accele
rated by the writings of practical men of buſineſs. In that,

as Well as in the other departments of civil knowledge, it is only
from the actual courſe of affairs that the stateſrnan can derive his
maxirns of policy, or the ſpeculative inquirer deduce'the concluſions
of his ſcience : but the habits of both are incompatible with a perſon
al knowledge of detail. It is neceſſary that the labour, of accumu

ct
lating particular facts, ſhould be ſeparated from the more liberal
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1802: Thomton on the Paper Credz't of Great Britaz'n. 173

talk of generalifing theſe into principles; and that they, who are
qualified to combine larger views, ſhould he furniſhed. by the mi
nute accuracy of others, with deſcriptions in which they may
confide. In England, which is the native country of political
economy, the works, contributed by profeffional men, form a
large depofite of authenticated ſacts. -For theſe we are pri
marily indebted to that diffuſed literature, which multiplies the
demand for varied information, and has already liberaliſed the
practitioners in almost every walk of industry. But the greater
number of theſe publications have been ſuggested by ſuch occa
fional eVents, in the fluctuation of our commercial proſperity, as
rouſe a generaljnterest, and direct the curioſity of the public to
that quarter of the great machine, in which the derangement is
ſuppoſed to have taken place. It is in this manner, that every
period of dearth has contributed in ſome degree to alleviate ſub
ſequent years of ſcarcity, by the instruction which it yielded a
gainst popular prejudice. Thoſe numerous tracts, in which alone
the detailed history of our foreign commerce can he traced, at
least during its earlier progreſs, appear to have been prompted by
the frequent disturbance, which the balance of exchanges ſuffer
ed, from the alterations of war and peace. The immediate
conſequences of the South-Sea ſcheme, and of the many wild
projects that raged about the ſame time, were ſomewhat com
penſſiated by the more distinct knowledge, which they ultimately
furniſhed, with reſpect to the hounds of commercial adVenture.
It was in a ſimilar manner, from the embarraſſments occaſioned
in the reign of King William by the reformation of'the coin,
that our politicians first derived a Clear and steady light on the
ſubject of metallic circulation. And the operations of that cu
rious ſystem, by which the uſe of precious coin is now almost
ſuperſeded, remained in a great meaſure 'unknown to all but the
bankers and traders of London, until the ſuſpenſion of caſh
payments at the Bank of England 'produced that copious infor
mation, whieh, in various forms, has been communicated to the
public.

Of all the publications, which that momentous event has occa
ſioned, the most valuable unquestionahly is this of Mr Thornton.
With no ostentatious proſeſlions, and with no admixture of ſu
perfluous matter, it contains the largest portion of new informa
tion that has for a long time been offered tO'thoſe, who, either for
the pleaſures of ſpeculation, or With a view to public life, are en
gaged in the reſearches of political eeonomy. The instruction, '

however, that may be derived from the work, is not to he ob
tained by a curſory or paffive peruſal. The author has ſo little
management in the diſpoſition of his materials, and is frequently
ſo much embarraſſed in the explanation of arguments, that his

'
reader
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'74 Thornton on t/Je Paper Credzſit of Great Britaz'n. Oct.

reader must undertake the trouble of reducing theſe to a more
preciſe statement, as well as of digesting the general ſubject in a

- more distinct form. Even in point of accuracy, his reaſonings
are not to be trusted with the ſame confidence to which his in
formation is entitled -, for, if examined with care, they will ſome
times be found defective : nor can it excite any ſurpriſe, that the
ſame opportunities, by whicha perſon has been eminently in
structed in the facts of ſuch a ſubject, ſhould have pl'OVed unfa
vourable to thoſe ſpeculative habits, which exerciſe the powers of
accurate and comprehenſive inference. At the ſame time, from
our own experience, we may caution the reader of Mr Thornton,
that he ſhould not too hastily conſider as an erroneous deduction,
what he may find to be only the confuſed statement of a just ar
gument. For the work indicates, throughout, an author un
practiſed in compoſition. In most of the details ſeparately taken,
there is that degree of perſpicuity and eaſe, which ſhows him to
have been fully poſſeſſed of the ſubject; though he rarely attains
preciſion and distinctneſs of expreilion, But the various diſcuſ
fions, being unlkilfully arranged, throw no light on each other,
and we can neVer ſeize a full view of the plan. So imperfectly
is the order of investigation deſmed, that ſometimes an enquiry
is prematurely anticipated, ſometimes inconveniently postponed;
and the author has been frequently constrained, by his conſciouſ
neſs of this imperſection, to repeat the ſame diſquiſition in diffe
rent places. Theſe defects appear to have ariſen, in' ſome mea
ſure, from his having varied his deſigntafter he was engaged in
the execntion of the work; for he tells us that his first intention
--' was merely to expoſe ſome popular errors which related chiefly to
the ſuſpenfion of the caſh payments of the Bank of England, an'd to'
the influence of our paper currency on the price oſ provilions. But in
purſuing his purpoſe, many questions occurred which it ſeemed impor
tant to diſcuſs, partly on account of their having ſome bearing on the
topicsunder conſideration, and partly becauſe they appeared to be of
general importance and had either been leſt unexplained, or had been
inaccurately stated by thoſe Engliſh writers who have treated oſ paper
credit. This work has therefore aſſumed, in ſome degree, the charac
ter of a general treatiſeJ-r-Introd.

It is to be regretted that it did not receive in every reſpect the
form, as it contains the valuable ſubstance, oſ a general treatiſe.
Most of the prolixity, and ſome of the obſcurity, that oppreſs
the reader in its preſent ſhape, would have been avoided, if the
temporary topics, which formed his original object, had been
ſunk into a ſubordinate digreffion, instead of being ſuffered to
interweave themſelves with more general inquiries through the
whole train of the'diſcourſe. Adhering to this

distinction,ſhweu all
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1802. Thornton an the Paper Crcdz't oſGreat Brz'taz'rz. 175

ſhall attempt an abstract of its principal contents: and that we
may obſerve an order, which will both afford a clear view of his
doctrine, and admit of ſuch remarks being introduced as we
think neceſſary, we ſhall conſider, first, The principles which
he has adopted on the general theory of paper credit; ſecondſy,
His account of that ſyſtem of credit and of paper-money which
is establiſhed in this country: third/y, His explanation of the
difficulties to which the Bank of England was ſubjected in 1797;
and, ſourth/y, His opinion with regard to the inHUence of our
preſent paper currency upon the preſent state of prices.

I. Although ſome general truths, reſpecting the operations
of paper-money, have been nſcertained, the analyſis of that very
intricate ſubject is far from being complete. Even the funda
mental principles'are still iIiVOlVed in ſome degree of obſcurity,
and writers of equal authority have thus been lcd to vary in ma
ny of their dednctions. lt may be uſeful, therefore, to preſent
afull view of the opinions, which are profeſſed by Mr 'ſhorn
ton. In this, we ſhall not entirely confine ourſelves to the three
preliminary chapters, in which he has attempted to arrange his
general doctrine; becauſe ſeveral of the moſt important princi
ples are not developed in that ſketch, but receive an incidental
explanation in the courſe of his ſubſequent reaſonings.

1. The origin, and the ſolid foundation of every ſystem of
paper-money, Mr 'I'hornton has correctly placed in that credit,
which ſubſiſts among commercial men with regard to their mer
cantile tranſactions. By this mutual truſt, they are brought
under pecuniary engagements to each other; and it is the ex.
preſſion of theſe engagements in writing, that creates the firſt
and largest portion of circulating paper. By reducing them to
a written form, the inſecurity, that attends verbal obligations,
is avoided by the-creditor; and an advantage is obtained, on the
other hand, by the debtor, in having that confidence, which is
entertained both of _his funds and of his prudence, expreſſed in
a regular and tranſmiffible document. Promiſiſſory notes and
bills of exchange, as ſuch documents have been called, Were
ſoon diſcovered to be ſuſceptible of a more extended uſe, than
that of recovering debts to the original creditor. They admits
ted, like other inſtruments of debt, and more eaſily than moſt
others, of being transferred; and, in conſequence of this facili
ty, they came gradually to circulate as a repreſentative of value,
that is, as an effective medium of exchange, in almost all pay
ments of a large amount. After their utility in this-ſanction
had been aſcertained, it was an obvious improvement to adapt
them, by a ſmall change of their form, to thoſe ordinary pay
ments in which the precious metals had always been employed ;

and to ſubſtitute, by this ſimple contrivance, a very cheap in
- firument

I

G
en

er
at

ed
 fo

r f
ac

ul
ty

 (U
ni

ve
rs

ity
 o

f B
rit

is
h 

Co
lu

m
bi

a)
 o

n 
20

15
-1

2-
27

 2
0:

32
 G

M
T 

 / 
 h

tt
p:

//h
dl

.h
an

dl
e.

ne
t/2

02
7/

uc
1.

$b
62

33
13

Pu
bl

ic
 D

om
ai

n,
 G

oo
gl

e-
di

gi
tiz

ed
  /

  h
tt

p:
//w

w
w

.h
at

hi
tr

us
t.o

rg
/a

cc
es

s_
us

e#
pd

-g
oo

gl
e



176
ſi Thornton on tbe Paper Credz't of Great Brz'tain. Oct.

strument of commerce in the place of a very expenſive one.
The promiſſory notes of bankers, which are payable on demand,
have accordingly for a long time past performed, in this coun
try, the ordinary purpoſes of exchange in almost all tranſactions
of a ſmall amount, as well as in ſettling the ſmall balances of
larger tranſa'ctions.

This deſcription of circulating paper differs, in one mate
tial circumstance, from the opinion of Mr Boyd, who, in
his recent publication, has expreſsly denied that bills of ex
change, or any other negotiable paper, form a part of the
circulating medium. ' The latter (Mr Boyd has ſaid) is the cir
culator; the former are merely objects of circulation.' This
verbal antitheſis, it may be remarked, is calculated to ſuggest
a very erroneous principle; for, even in theory, no definite
boundary can be marked between the circulating medium and
the commodities, of which it facilitates the exchange. The
lan uage of Mr 'ſhornton is more conſistent with a just view of
the ſubject. All negotiable paper is

,
by its form, the repreſen

tative of value; and is therefore qualified, more or leſs perfect
ly, according to its varieties of form, to ſerVe the purpoſes of
money. It is convertible into caſh, and on the faith of this con
Vertibility it paſſes immediately as caſh. The precious metals
themſe1Ves do not paſs as money, except on the ſaith of their con
vertibility into commodities. Paper-money, in one form, may
circulate leſs quickly than in another, and may not be ſo readily
convertible into ſpecie; but its eſſential character is the ſame.
Not to mention thoſe bills drawn upon London, by which all
the great payments of our foreigu and domestic commerce are
effected', a vast number of ſmaller bills circulate among the
traders of the country, who ſucceffively indorſe them to each
other. While ſome of theſe are from day to day withdrawn,
they are continually replaced by others; and the average num
ber of ſuch bills, floating in the general market at once, forms
unquestionably a portion of the circulating medium. By omit
ting them, we ſhould leave ourſelves a very imperfect idea of
the extent, the operations, and the conſequences of our paper
ſystem. -

2. In common with all other writers, Mr Thomton appears
to admit that the convertibility of paper into ſpecie, is the bafis
upon which that ſystem must be founded. He is not indeed
quite explicit; and there is much reaſon to regret, that he has
not been at more pains to elucidate this principle, and the limi
tations with which the statement of it may be qualified. That
the immediate convertibility of paper into gold is an indiſpenſa
ble condition of its credit', as we are taught by the language of
ſystem, has been diſproved by the recent history of the Bank of
England : which has happily quieted the apprehenſions, to which

our.
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1802. Thernton on 'be Paper Credz't qf Great Britaz'n. 177

our best-informed politicians yielded, on account of the event
of 1797. The maintenance of credit during a ſhort interval of
ſuſpended payments, was a-caſe, indeed, which might have been
foreſeen from theory, and was not wholly unknown to our pre
vious experience. But that a restriction of this kind ſhould

_ have been continued for more than five years, without any de
preciation of the paper from a failure of confidence, is a fact
which has falſiſied all reaſonable prediction, and forms an ex
ception to the most confident maxims of all former economists.
It is incumbent on us, therefore, to conſider how far we are re
quired to limit, by the reſult of this experiment, a principle
which had been generaliſed prematurely. - In this, we receive
ſlight affistance from. Mr Thornton *.

The convertibility of paper into ſpecie, without delay and
without loſs, may be neceſſary in two reſpects : to maintain the
credit of the paper, by precluding that de'prec-iation which pro
ceeds from a failure of confidence ; and to preſerve the value of
the paper from that depreciation,iwhich originates in an exceſs
of circulating medium. The neceſſity of immediate acceſs to
gold, for the credit of the paper, may be ſuperſeded, it appears,
by a full perſuaſion on the part of the public that the paper is
ſecured by ample funds. But this can have no effect lll restrict.
ing 'the quantity, which is, on the contrary, encouraged by this
very confidence of the public. Mr Thornton, accordingly, ex
preſſes his opinion, that gold coin is the standard by which the
value of all paper money must be regulated; and that, in order
to maintain an uniformity between them, there ſhould always
be a conſiderable fund of bullion in the country, and a certain
degree of interchange of the paper for precious coin. This
principle is ſo implicated with all the investigations of his trea
tiſe, and is ofctitſelf ſo important, that we are ſorry he did not
think of illustrating it more fully, and of reducing it, if poſſible,
to more ſpecific terms.

'
4

3. He has explained, however, with great clearneſs, 'another
part of the theory of money; the different effects of a quick or a

ſlow circulation. Such of our readers, as have attended to the
history of opinions in political ſcience, will recollect, that a con
ſideration, which now ſeems quite obvious, was long overlooked
by the most acute and profound inquirers. Monteſquieu and
Hume fell into ſeveral mistakes, from not adverting to the degree
in which the repreſentative powerof money is augmented, by
a more rapid tranſmiſlion; and although 'the principle may be
alluded to, in afew paſſages of Smith's work, he appears to
have been ſiunaware of its extent. We doubt if even the writers,

M -

, by

*'Pp. 70. 187. 258. 279.
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178 Thornton on tba PaPer Credit aſ 'Great Britain. Oct.

by whom it has been more recently urged, have traced all the
effects of its operation.

.The quantity of money, neceſſary for performing a certain
number of exchanges in a certain time, may be conſidered as
nearly in the inverle ratio of its velocity of circulation. What
ever, therefore, tends to accelerate the general rate, contributes,
ſo long as the number of exchanges remains unaugmemed, to
cconomiſe the neceſſary quantity. And if, by the operation of
any cauſe, its movement be retarded, the want of an additional
quantity will be felt. From the ſame propoſition it likewiſe
follows, that, if one kind of money is ſuſceptible of a more ra
pid circulation than another, a ſmaller quantity will be required
of the former than of the latter, to carry on a given number of
exchanges in a given time. - ,

Mr Thornton has justly obſerved'fl that, in a commerical
country, whatever the circulating medium conſists of, it is apt
to vary in its rate of circulation. A high and proſperous state
of mer-cantile confidence quickens it ; and it is apt to be retard
ed during the intervals of distrust and alarm. Every merchant,
who lies under pecuniary engagements, must not only arrange
the punctual fulfilment otſi theſe, but must reſerve a farther pro
vifion against contingencies, During an interval of alarm, he
of courſe makes this reſerve rather greater than in ordinary
times; and at a period of great confidence, he ventures to keep

it rather leſs. We ſhall perceive, in the ſequel, what applica
tion Mr Thornton has made of theſe deductions.

He has likewiſe obſerved +
, with regard to paper money in

particular, that ſome kinds of paper circulate more (lowly than
others. Bills of exchange, for example, bear interest, and be
come daily more valuable to the holder. Bank notes, on the
contrary, like guineas, occaſion a daily loſs to the poſſeſſor, be
cauſe no interest accrues. There is thus a reaſon for detaining
the one, and for parting with the other as ſoon as poſſible.
Corn merical people will endeavour to keep their neceſſary pro
viſion for future payments, rather in bills than in bank notes.

4. The most important, perhaps, of all questions reſpecting
the operations of paper money relates to its effect upon the
price of commodities. Mr Thornton admits, in the most explicit
manner, that, in this particular, there is no difference between

a currency of paper and one conſisting of the precious metals;
and that in both caſes, if the quantity of circulating medium is

permanently augmented, without a correſponding augmentation
of internal trade, a riſe will unavoidably take place in the price
of exchangeable articles. Indeed this is a principle upon which

all
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1802. Thornton an the Paper Credit aſ Great Britaz'rt. 179

all the writers on commerce, both practical and ſpeculative, are
agreed: they have thought it ſo undeniable, as to require no
particular illustration ; and have rather aſſumed it as an obvious
truth, than as a propoſition which depended on inference. On
this idea, is founded Mr Hume's well-known argument against
banks; and it is equally implied in Smith's ſatisfactory gonfuta
tion of that objection: it forms the foundation of thoſe pre
fumptions, from which Mr Boyd has lately inferred an improper
increaſe of Bank of England paper; and it is implicitly admitted
likewiſe by Mr Thornton, one great object of whoſe book is to
perſuade the public that there has been no ſuch increaſe.

Dr Smith, our readers will recollect, has refuted Mr- Hume's
notion, that paper money raiſes prices, by referring to what he
conſiders as a general fact in the theory of circulation; that
every addition of paper to the currency diſplaces an equivalent
quantity of gold. From different parts of Mr Thornton's awork,
a few remarks may be collected, which place this principle in a
more correct point of view. The language, in which Smith has
deſcribed the diſplacement of gold, 'is not calculated-to convey a
very distinct conception of the manner in which it really takes
place. The quantity of goods in the market (he ſays) being
preciſely the ſame after the paper is iſſued as before, the ſame
quantity of money will be ſufficient to circulate them: the chan
nel of circulation remaining preciſely

' the ſame, whatever is
poured into it beyond the ſum that is ſufficient to fill it, cannot
run in it, but must overſiow: the ſum that overflows is too
valuable to lie unemployed at home; it will therefore be ſent
abroad, and; as the paper cannot go abroad, the gold will be
exported *. If this statcment he literally understood, it involves
astatement which is contrary to historical fact; for, by what
proceſs did the diſcovery of the American mines operate upon
prices, except by cauſing a much greater quantity of money to
run in the Channel of circulation, than had previouſly been ſuf
ficient to circulate the ſame quantity' of g00ds ? Mr Thornton

_ has justly remarked, that the Channel of circulation can never be
ſaid to he full, becauſe employment is still afforded to a larger
quantity of circulating medium by means of an advanced price
of goods. ' This advanced price of goods is the ſame thing as

a reduced price of coin; the coin, therefore, in conſequence of
its reduced price, is carried ouſit of the country for the ſake of
obtaining for it a better market +.' Thus, the immediate effect
of an additioh to the paper currency is a riſe of prices, which
leads to an exportation of gold. The gold is not immediately
diſplaced, becauſe the circulating medium admits of no augi ' M aſſ . mentation ;

_'
* Wealth of Nations, I. p. 436. 1- P. 211.
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180 Thornton on the Paper Credit of Great Brtſitain- Oct.

mentation; nor thrown out of the Channel of circulation, be
cauſe that can hold no more; nor ſent abroad, becauſe it would
otherwiſe have been altogether unemploycd at home. Dr Smith,
it is evident, overlooked the intermediate event; and, becauſe
the real explanation did not ſuggest itſelf, had recourſe to the
exceptionable style of metaphorical deſcription.-Mr Thornton
has another remark *, which ſuggests a just correction of that
general poſition, by which' we exclude altogether any permancnt
operation of paper-money in raiſing prices, while there is gold
in circulation that may bc'diſplaced. The ſame exportation of
gold, which remedies the temporary riſe that takes place in the
particular country where paper has been iſſued, has a tendency
to increaſe the ſupply of precious metal in the general market
of the world, and thus to occaſion a general riſe of prices, in
which that particular country must participate. The whole
quantity of bill-lion, of which Great Britain has ſpared the uſe,
by adopting\a different medium of domestic exchange, is added
'to the general stock of the mercantile commonwealth, as much
as zf an equal quantity had been brought additionally from A
merica; and the ſaving-oſ that annual loſs,*which would have
been occaſioned by the waste of Britiſh coin, is equivalent to an
increate in the annual produce of the mines.-But, on the other
hand, it must be remembered, that the uſe of paper money tends,
in ſome degree, to lower the price of commodities. In propor
tion as the instruments of commerce, or the machinery of ma
nuſactures, are of a leſs expenſive construction, the articles,
which they contribute to produce, may be afforded at'a lower
rate. To employ paper money instead of gold, is to ſubstitute
a very cheap instrument of commerce in the room of 'a very ex
peufive one. That ſystem of credit, alſo, of which the limits
are greatly extended by the uſe of paper, tends, as Mr Thornton
has obſerved'f, to reduce prices, both by enlarging competition,
and by ſaving the trouble and expence of weighing, counting,
and tranſporting money. The larger tranſactions of commerce
are, by theſe means, greatly ſacilitated; and in this instance, as
in every Other, it is the true interest of the conſumer that
merchants ſhould be permitted to adopt their own plans of eco
ncmv.

'

Although, with theſe modifications, he admits the poſition of
Dr Smith, that ſucceffive additions of paper to the currency will *

ſucceffivelv diſplace equivalent portions of gold, this must evi
dently ecaſe to be true when the circulating medium already
co.*-ii..s almost entirely of paper. 'In ſuch circumstances, the ſuc
Ceffive augmentations, that ma take place, are not compenſated
by any correſponding diminution in another part of the circula

_ - tion ;

P. 304.; T P'
.
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1802. Thornton on the Paper C'rch't qf Great Brz'taz'n. 181

tion; Wand the riſe of prices, that immediately enſues, is not
reduced by aſubſequent exportation of sold. Vl'hile the cur
rency remains in this augmented state, without an increaſe of
trade to abſorb the exceſs, prices will remain high; and if the
quantity of paper ſhould still be continually increaſed, the p'rices
of commodities will continue to riſe. The price of bullion must
beaffected in the ſame manner as that of every other article.
And in a country where a ſystem of paper currency has gra
dually ſupplanted an ancient ſystem of gold _coin, the market
price of gold bullion may thus come to exceed that price which
was adopted under the ancient ſystem, by the regulations of
the mint. _

ſ We perfectly agree with Mr Thornton, that, in a country
where gold constitutes an indefinitely ſmall portion of the circu
lating medium, an exceſſive iſſue of paper will raiſe the market
Price of gold above its mint price. But the manner, in which
he has deſcribed the proceſs by which this is effected, appears
to 'is ſo erroneous, that we ſhall lay before out readers the paſ
ſage in which he has explained his opinion. It is rather long
for an extract: But it formsa detached diſſertation complete in
itſelf, and we could not eaſily have ſelected a (hotter paſſage,
that Would have afforded ſo just a ſpecimen of the authot's ge
neral rnanner. It is unneceſſary to point out to our readers, by
particular references, the familiar perſpicuity with which the'
facts are ſeparately stated, and the perplexity with which they
are combined into a train of reaſoning.

* ſproceed, in the next place, to ſhow in what manner a general
riſe in the cost of commodities, whether proceeding from an extrava
gant iſſue of paper, or from any other circumstance, contributes to
produce an exceſs of the market p'rice above the mint price of gold.

* It is obvious, that, in proportion as goods are rendered dear in
Great Britain, the ſorcigner becomes unwilling to buy them,ſithe com
modities of othg countries, which come in competition with ours, ob
taining a preference in the foreign market; and, therefore, that, in con
ſequence of a diminmion of orders from abroad, our exports will be di
miniſhed; unleſs we aſſume, as we ſhall find it neceſſary to do, * that
ſome compcnſation in the exchange is given to the foreigner for the diſ
advantage attending the 'purchaſe of our articlee. But not only will
our exporta leſſen, in the caſe ſuppoſed, our imports alſo will increaſe:
for the high Britiſh price of goods will tempt foreign commodities to
come in, nearly in the' ſame degree'in which it will diſcourage Britiſh
articles from going out. I mean only, that theſe two effects (that of:
diminiſhed exPort, and that of an increaſed import) willſollow," pro
vided that we ſuppoſe, what is not ſuppoſable, namely, that, at the time
when the price of gOOds is greatly raiſed in Great Britain. the courſe of

, exchange ſuffers no alteration. For the following rea'ſon, 1 have ſaid,
M 3 that
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182. Thornton on tlze PnPer (lndit qſ Great Britain. Oct.

that this is not ſuppoſable. Under the circumstances which have been
deſcribed, oſ a diminiſhed export, and an increaſed import, the balance
of trade must unavoidably turn against us; the conſequence of which
must be, that the drawers of bills on Great Britain, in ſoreign countries,
will become more in number than the perſuns having occaſion to remit
hills 'l'his diſparity between the number of individuals wanting to
draw, and ofthoſe wanting to remit, as was remarked in a former chap
ter, muſt produce a fall in the price at which the overabundant bille on
England ſell in the foreit-n market. The fall in the ſelling price, abroad,
of nills payahle here, will operate as an advantage to the foreign buyer
of our commodities, in the remputation of the exchangeable value of
that circulating medium of his own country. with which he diſcharge'
the debt in. Britain contracted by his purchaſe. It will thus obviate
the dearneſs of our articles a it will ſerve as a compenſarion to the fo
reigncr for tho ctloſs which he would otherwiſe ſustain by buying in our
market. The fall of our exchange, will, therefore, promote cxporta
tion, and encourage importation, lr will, in a great degree, prevent
the high price of goods in Great Britain from producing that unfa-our
able balance of trade, which, for the ſake of illustrating the ſubject,
was ſuppoſed to exist.

* The compenſarion thus made to the ſoreigncr, for the high Britiſh
price of all articles, is neceſſary, as an inducement to him to take them;
ſomewhat in the ſame manner as a drawback, or bounty on exporta
tion, is the neceſſary induitement to take thoſe particular goods, which
have been rendered too drar for the foreign market, by taxes laid on
them in this country. In each caſe, the Britiſh conſumer pays the
high price, and the foreigner is ſpared, becauſe otherwiſe he will not
accept our commodities.

' The fall in our exchange wasjust now defined to be an advantage
gained in the computation of 'he exchangea'. le value of that ſareign
circulating mtdium with which the foreigner diſcharges his debt in
Great Brirain, a debt paid in the circulating med'um of this country.
It implies, therefore, a high valuation of his circulating medium, and
a low valualion of ours; a low valuation, that is to ſay, both of our
paper and of the coin which is interchanged with it.

* Now when coin I' thus rendered cheap. it by no means follows that
bullion is rendered cheap alſo. Coin is rendered cheap through its con
llituting s part of our circulating mtdium; but bullion does not consti
tute a part of it. Bullion is a commodity, and nothing but a commo
dity ; and it riſes and falls m value, on 'he ſame principle as all other
commoaities. lt becomes, like them, dear, in proportion as the circu
lating medium for which it is exchanged is rendered cheap, and cheap,
in proportion, as the circulating medium is rendered dear.

* ln the caſe, therefore, which has now been ſuppoſed, we are to con
ſider coin as iinlting below its proper and intrinſic worth, while bul
lion maintains its natural and acculſilomed price. Hence there ariſes that
temptarion, which was formerly noticed, either to convert back into
bullion, and then to export : or, which is the ſame thing, to export,
and then convert back into bullion; or, which is alſo the ſame thing,

r KO
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1802. Thornton on the Paper Credit qf Great Brz'tain. 18 3

to convert back into bullion, and then ſell to the Bank,v at the price
which would be gained by exportation, that gold which the Bank has

purchaſed, and has converted from bullion into coin. .
' In this manner, an increaſe oſ paper, ſuppoſing it to be ſuch as to

raiſe the price of commoditiea in Britain above the price at which. un
leſs there is ſome allowance afforded it'

t

the Courſe of exchange, they
will be received in foreign countries, contributes to produce an exceſs
of the market price above the mint price of gold, and to prevent,
therefore, the introduction of a proper ſupply of it into the Bank of
England, as well as to draw out of its coffers, that coin which the di

rectora of the Bank would wiſh to keep in them.' P. 200. *
i

_ Although the whole of this long paſſage is profeſſedly em
ployed to explain in what manner an increaſe of paper produces
an exceſs of the market price of gold above its mint price, a

ſufficient explanation of that fact is distinctly given in a ſingle
ſentence of the fifth paragraph : Bullion, like all other commo
dities, becomes dear in proportion as the circulating medium,
for which it is exchanged, is rendered cheap. No other account
of the fact can he given; and no farther explanation will be re
quired. Our author, however, has intermingled with thisſithe,
statement of another very different fact; that fall of the foreign
exchange, which might be expected to follow an exceffivect in
creaſe of our paper-money, and of which he ſeems to have
formed an erroneous conception. The mistakes, which are in
volved in the preceding diſquifition, appear to have ariſen from
his overlooking the distinction, of which, in other parts of the
work, he is aware, between the bullion or general price of goods,
and their local price in paper-currency. When the bullion price
of our goods riſes, that oſcillation of the commercial balance,
which Mr Thornton has imperfectly deſcribed, will certainly be
produced, by the tendency of an unfavourable exchange to en

courage exports, and by the reciprocal tendency of an increaſed
exportation to restore the equilibrium of exchanges. But it is

not the bullion price oſ goods, that is raiſed by an increaſe of
M 4 paper

"* In a ſubſequent paſſage, the doctrine is thus ſummed up-* Let
the manner in which an extravagant iſſue of notes operates in producing
the exceſs be reeollected. It raiſes, and probably by flow degreee. the
cost of Britiſh goods. It thus obſtructs the export oſ them, unleſ' I

compenſation for the high price is afforded to the foreign buyer, in the
rate oſ exchange; and the variation in our exchange produces a low
valuation of our coin, compared with that of bullion. The state of the
exchange, then, is the immediate cauſe of the evil in question.' p. 242.
The reader, who may wiſh to verify our criticiſms by examining the
original work, will find the ſame doctrine urged, pp. 271. 8: 28t.
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184 Thornton im 'be Paper Credit q/ Great Britain. Oct.

paper-money; which only occaſions a riſe in the paper or turn-'ley
price, and occaſions that ſort of riſe in the price of bullion as
well as in that of all other commodities. The bullion price of
theſe will remain, therefore, preciſely the ſame; and although
our goods acquire at home a nominal increaſeof value, they
are not rendered dearer to the foreign merchant, who pays for
them ultimately in that bullion which is the common meaſure
of his currency and ours. In this point of view, the increaſe
of paper money appears to have no effect on the balance of ex
ports and imports., There can be no doubt, howeveruthat it
will, notwithstanding, have a conſiderable effect on the apparent
courſe of exchange. By that increaſe, our currency ſinks in its
bullion value, and a given ſum of it will no longer purchaſe the
ſame quantity of bullion: but the foreign currency, which is
not ſuppoſed to have undergone a change, preſerves its own bul
lion value, and a given ſum of that will still purchaſe the ſame'
quantity of bullion as before; The proportion, therefore, of
the bullion value of our currency to the bullion value of foreign
currency, is altered; and, in order to preſerve the ſame appa
rent rate of exchange, there ought to be a correſponding alter
ation of the numerical tables in which that rate is expreſſed.
As long as the ancient mode of computation remains ſtill in uſe,
the apparent or computed rate of exchange will be different from
the real one; and, whatever may he the actual ſtate of credit
or debt, the exchange will always be calculated ſo much leſs in
our favour, or ſo much more against us, in proportion to the de- *

preciation which has taken place in the bullion value of our cur
rency. Our general exchanges might thus appear unproſperous,
at the very time that the balance oftrade was greatly in our favour;
and if the iſſue of paper continue to increaſe, the exchange Would
appear to become more and more unfavourable, although the
halance of exports and imports had remained unaltered. The dif
ference, therefore, between the two caſes, which Mr Thornton
appears to have confounded, is very distinct. When the local
Ariſe of the price of goods conſists in an actual increaſe of their
bullion price, a real fall of the foreign exchange will generally.
take place, and will octqſion, by the demand for bullion to be' ex
portedxa fiuctuating exceſs of the market price above the mint
price of gold. But when an exceſſlve iſſue of paper-money pro
'duces a nominal riſe of prices, a nominal fall of the ſoreign ex
change will always take place, and is a conſequence of that Ready
exceſs of the market price of gold above its mint price, which

- originated immediately in the exceſſive iſſue of paper. The im
portance' of the error, into which we imagine Mr Thornton to
have fallen, will juſtify the length of theſe obſervations; to Which
we ſhall only add, that the operation of an exceſſive paper-cur

rency,
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1802. Thomton on the PaperCredit of Great Britain. [85

rency, upon prices and upon the courſe of exchange, must be
the ſame as that of a debaſement of the coin, either by waste, or
by the recent fraud of governmentffl

5. We ſhall conclude this first part of our abstract with ſome
criticiſms on another paſſage, in which Mr Thornton has not gi
ven avery ſatisfactoryconfutation of a popular prejudice, which,
however, prevails ſo much, that the real fallacy of it ought to be
explained.

'

* Some perſons are oſ opinion, that when the custom oſ buying on
credit is puſhed very far, and a great quantity of individual dealings is
in conſequence carried on by perſons having comparatively little proper
ty, the national commerce is to be conſidered as unſupported by a pro
per capital; and that a nation, under ſuch circumstances, whatever may
be its ostenſihle riches, exhibits the deluſive appearance of wealth.

' It must, however, be remembered, that the practice of buying- on
credit, in the internal commerce of the country, ſuppoſes the habit of
ſelling on credit alſo to ſubſist; and to prevail, on the whole, in an ex
actly equal degree. In reſpect to the ſoreign trade ofa country, the
practice oſ dealing on credit indicates poverty or riches, in proportion
as the credit generally taken is longer or ſhorter than the credit given.
The custom which tradeſmen have of ſelling to the conſumers on cre
dit, is alſo an indication of wealth in the commerical world : the tra- '

ders must poſſeſs a ſurplus of *wealth, either their own or borrowed,
which bears an exact proportion to the amount oſ debts due to them
by the conſumers. Thus, that practice of trading on credit which
prevails among us, ſo far as it ſubſists between trader and trader, is an
indication neither of wealth nor of poverty in the mercantile body; ſo
far as it reſpects our tranſactions with ſoreign countries, is an indica
tion of extraordinary wealth belonging to the merchants oſ Great Bri
tain ; and ſo ſar as it reſpects the trade between the retailer and the
conſumer, implies a deficiency of wealth in the conſumers, and a pro
portionate ſurplus of it among commercial men. The ex-isting customs
imply, that, on the whole, there is among our traders a great abun
dance of wealth' P. 18.

This paſſage has all the formality of analytical reaſoning, but
furniſhes no anſwer to the objection which the author profeſſes
to obviate; for no inference, against that objection, can be deri
ved from the distinctions which he has marſhalled in ſuch metho
dical order. Overlooking, in his attempt to (liſpel a popular er
ror, the real miſconception from which it proceeds, he has unwa
rily aſſumed another principle no \1eſs ſallacious. The credit,
which this country gives to foreigners, is unquestionably the con
ſequence of accumulated capital; but we have no proof of the aſ
ſertion, that the credits of our home trade are equalized ; and we
are quite unable to understand his inference, that the credit, which

'
, traders

* See the XVealth oſ Nations, II. p. 215.

\

G
en

er
at

ed
 fo

r f
ac

ul
ty

 (U
ni

ve
rs

ity
 o

f B
rit

is
h 

Co
lu

m
bi

a)
 o

n 
20

15
-1

2-
27

 2
0:

32
 G

M
T 

 / 
 h

tt
p:

//h
dl

.h
an

dl
e.

ne
t/2

02
7/

uc
1.

$b
62

33
13

Pu
bl

ic
 D

om
ai

n,
 G

oo
gl

e-
di

gi
tiz

ed
  /

  h
tt

p:
//w

w
w

.h
at

hi
tr

us
t.o

rg
/a

cc
es

s_
us

e#
pd

-g
oo

gl
e



186 Thornton an tlve Paper Credz't of Great Britm'u. Oct.

traders allow to the conſumers, implies in the latter a deficiency
of wealth. But it is unneceſſary to examine theſe poſitions more
cloſely, becauſe we have no doubt, that the balance of credits
would be found, as a meaſure of national wealth, no leſs erro
neous, and still more unmanageable, than that estimate of the
precious metals which was long ago abandoned. At any rate,
a more direct mode must be ſought of correcting the very falſe
opinion, that a nation, in which the ſystem of commercial credit
is establiſhed, ' exhibits only a deluſive appearance of wealth'

It is the operation of credit, not: directly to augment the na
tional capital, but to distribute it among thoſe who undertake
to employ it productively. The actual state of credit, there
fore, does not indicate the amount of that capital, but the man
ner in which it is distributed. At different times, a part of the
national capital may be intrusted in the hands of traders more
or leſs qualiſied to employ it prudently, and in that reſpect it
may occaſionally be expoſed to a leſs or greater degree of ha
zard. During a period of exceſſive confidence, therefore, in
stead of conſidering ' the national commerce as unſupported by
a proper capital,' we are to conſider a part oſthe national capital
as injudiciouſly employed. The imprudent investiture of loans,
however, is evidently a very differeflt thing from the creation
of fictitious capital. .The latter cannot be effected by mercan
tile credit; and the former is an evil, which, though the ſystem
is occaſionally liable to it, can never be of very long duration.
That ſystem is reared up, by the necestities of commerce, for
the most effective employment of capital; and thoſe necefiities
adjust it, with tolerable 'exactneſs, between the limits of enter
priſe and caution. Wherever it has long been establiſhed to a
great extent, there cannot be a more unequivocal proof, both of
the ſolidity of the national capital, and of the prudenceas well
as ſkill with which it is employed.

II. Such, unquestionably, must be the conviction of every
perſon, who puts himſelf in poſſeffion of the information, that

is contained in Mr Thornton's book, with reſpect to the preſent
circumstances of our own country. It is upon this branch of
the ſubject, that his comm'unications are most ſatisfactory.
The details might indeed have been rendered still more minute,
without violating the conſistency of his plan ; but students of po
litical philoſophy will highly value the ſketch, rude as it is

, which
he has drawn of our establiſhed ſystem. While nothing can
more immediately contribute, than the publicity of that ſystem,
in all its operations, to extend and strengthen the confidence on
which it is ſolidly built ; ſuch diſſected exhibitions of our com
mercial economy' prepare, with neceſſary knowledge, thoſe more
active citizens who undertake the diſcuſſion of the national

counſels.
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1802. Thor'nton on the Paper Credz't aſ Great Britaz'n.
i

18,

counſels. And the ſpeculative politician, in receiving the le-s
gitimate materials of his ſcience, may applaud the diligence that
ſecures, while the original is yet entire, a delineation of that
structure, which, after the revolutions of trade, will be ſeen only
in the records of history. We ſhall attempt no more than a
ſuperficial outline of the deſcription that might be formed out
of Mr Thornton's materials.

The Bank of England may be conſidered as the main-ſpring of
that complicated mechaniſm, by which the commercial payments
of this country are tranſacted; and by which that comparativeiy
ſmall ſum of mondy, with which they are performed, is kept in
perpetual and regular circulation. The ſubordinate parts of this
machine conſist of about 70 private banking houſes in London,
and about 386 banks dilſiperſed over the country. By the joint
operation of theſe various money-dealers, almoſt all large pay
ments, founded on commercial bargains, are ultimately ſet-tied
in London, with the money which iſſues from the Bank of Eng
land. This money conſists, in ordinary times, partly of precious
coin, partly of bank notes. - From its large capital and extended
iſſue of paper, that Bank indirectly ſupplies the whole kingdom
with as much gold as is 'required for circulation. Its xnotes are
iſſued in loans, granted either for the accommodation of the
public treaſury, or for that of merchants by diſcount of their
hills; and in conſequence of a common agreement among the
bankers, no notes of any private houſe are current in London.
All the large payments of that metropolis are, in this manner,
effected by the paper of the Bank of England; they are
chiefly tranſacted by the private bankers, who, according to a
conjectural estimate, make daily payments to the amount of four
or five millious, and have probably in their hands a very large
proportion of the whole of the notes circulating in the metro
polis *'

.

The commerce of London itſelf is immenſe, not only as a
ſeat of populous and luxurious conſumption, but as a-station
of manufactures, and an emporium of maritime trade. The
number of payments, occaſioned by ſuch various tranſactions,

is farther increaſed by the dividends which the national creditors

'

receive on the great ſum of our public debt. But in addition
to all theſe payments, originating within the capital itſelf, bills
are drawn upon London, and remittances are ſent there to pro
vide for them, from all quarters of the kingdom. Even foreign
drafts, on account of merchants in the country, are, with ſcarce

ly any exceptions, made payahle in London. And thus a great
proportion of the pecuniary engagements, to which the whole

commerce

I Pp. 60. 74.. 154.
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'88 Thomton on 'In- Papſier Crea'z't of Great Britai/z. Oct.

commerce of the kingdom gives birth, are ulti-mately ſettled
- there *.

This transference of the country payments to London has, in
ſome degree, ſubfisted for a long time; the practice, once be

gun, was likely, from its great advantages, to be gradually ex
tended ; and of late years it ſeems to have been reduced to a ,re

gular and very commodious ſystem. It was much facilitated
by the multiplication of country banks, during that period of
high proſperity and confidence which immediately preceded the
late war. The formation of theſe, all over the country, was
actively encouraged by the private bankers of London ; and in
deed the existence of a'great national bank, which, like that of
England, must provide a constant reſervoir of gold, naturally
ſuggests the creation of ſmaller establiſhments. Upon the form
ation of ſuch banks in the country, many traders of all deſcrip
tions, who had formerly maintained a direct correſpondence
with merchants in London, fell into the practice of tranſactlng
their buſineſs with the metropolis through the banker, in their
own neighbourhood, with whom they kept their caſh. On their
account, he drew largely upon a banker in London, who agreed
to execute the extenſive country buſineſs he had thus acquired,
at a much lower commiffion, than what had formerly been paid

ſi
by the ſeveral country traders to their ſeparate correſpondents.
The rate of commiffion was reduced, in conſequence of the di
miniſhed trouble as well as riſk: the labour of keeping accounts,
writing letters, receiving and paying bills,- was now transferred
to One houſe, which had before been divided among many ; and
a new ſecurity was afforded to the tranſactions between the me
tropolis and the country, by the interpoſed credit of wealthy and
reſpectable country banks +. 1

The establiſhment of ſuch a ſystem of banks, and the trans
ference of ultimate payments to one particular- place, are in the
natural courſe of that progreſſive ſubdivifion of labOur, which
extends itſelf over an opulent and indufirious country. The re
ceipt and payment of money, instead of being condncted at home,
are transferred, by every trader, to his banker, who deviſes means
both of abridging his own labour, and of econornfing the uſe of
money, eſpecially of that costly part of it which conſists of ſpecie.
By his ſkill and ſucceſs in attaining theſe objects, he manages
an important part of trade, at an expence fat inferior to what
the merchants themſelves must have incurred, had they conti
nued to conduct it ſeparately by their own clerks. In propor
tion, likewiſe, as the amount and number of payments and re
ceipts is augmented in one particular place, the buſineſs of pay

ing

.* P- 59- T Pp. 60. 155. 160..
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1802. Thornton an tlu- Paper Credit oſ Great Britain. 189

ing 'and receiving is more eaſily and cheaply tranſacted; the
guineas or bank notes required, though more upon the whole, are -

fewer in proportion to the ſnms paid and received. So com_
plete, accordingly, and lo ſystematic is that economy in the uſe
of notes, which long experience has introduced among the Lon
don bankers, that the preſent payments of that metropolis could
ſcarcely be tranſacted, with due regularity, if the quantity of
notes were to ſuffer any conſiderable diminution. In this, they
are affisted by the fitneſs of bills of exchange and govcrment
ſecurities to ſupply the place of bank notes: for the interest,
that grows on ſuch negotiable paper while it is detained, ſaves
all the loſs which die-'banker would undergo from the detention
of coin or notes ; and-there is a certain ſort and quantity of bills,
on the converfion'of vt'irhich into money, he may rely almost asv

confidently as onthe-changing of a note into guineas, or of a.
'

guinea into filverm 'ſhe ingenuity. of theſel money-dealcrs, in
ſparing the circulating medium, is aptly illustrated by a custom
which prevails among the city bankers. Each of them ſends a
clerk," at an appoin'ted hour in the afternoon, to a room provided
for their uſe. Each clerk there exchanges the drafts on other
bankers received ctat his own houſe, for' the drafts on his own
houſe received at theihouſes of other bankers. The balances of'
the ſeveral bankers are transferred from one to another, in a man
ner which it is unneceſſary to explain in .detail, and the ſeveral
balances are finally wound up vby each clerk into one balance.v
The difference between the whole. ſum which each banker has to
pay to all other city bankers, and the whole ſum which he has
to receive from all' other city bankers, is

,

therefore, all that is

diſcharged in bank notes or money; a difference, evidently, much.
leſs in its amount than that to which the ſeveral differences would
be equal *. -

But the economiſed uſe of circulating medium is by no means
the only collateral advantage that ariſes from this ſystem of
baziks, connected in ſubordination to each other, with the great
national Bank at their head. Although a very few of the coun
try establiſhments have occaſionally ſubjected themſelves to the
charge of encouraging raſh ſpeculation, the ſystem, in its com
plex operation, has a real tendency to strengthen' as well as to
enlarge the bafis of credit. Bankers-poſſeſs, from their ſituation,
very ſuperior means of distincuiſhing the careful trader from the
improvident. The bill tranſactions of the neighbourhood paſs
under their inſpection ; and by this information they are enabled to
meaſure out confidence 'very nearly in a just proportion. In fact,

it is conſidered as a regular branch of their profcſiional experi
ence, r

fit Pp. 28. 39. 55. rwlc. 60. 75. 164.
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'93 Thornton on the Paþer Credit of Great Britaz'n. Oct.

ence, that they ſhould appreciate the credit of the various traders
Within their district of circulation ; and this ſort of practical la
gacity they are understood' to cultivate with great aſſiduity. It is
ſaid to be the general practice of banks to communicate ſuch
intelligence for their mutual advantage. Each of them endea
vours to limit, not only the ſum which any one trader ſhall ob
tain from themſelves, but the total amount alſo, ſo far as they
are able, of the ſum which the ſame perſon ſhall borrow in dif
ferent places. They endeavour, above all, to diſcourage bills of
accommodation. While the tranſactions of country traders are
thus ſurveyed by the banks of their reſpective districts, thoſe of
the country banks themſelves are ſubject, toxthe view of the Lon
don bankers, their correſpondents ; and theſe, again, are in ſome
degree controuled by the Rank of England, which restricts, ac
cording to its owndiſcretion, the credit with which they are ac

commodated._ A ſeries of checks IS thus maintained, which,
though far from establiſhing a complete ſecurity against all in
jurious ſpeculation,

*
preſents a powerful obſtacle to its pro

greſs *. 'Mr

But the Bank of England retains another check, of a highly
important nature, over the banks in the country. The iſſue of
its own notes is restricted, in ordinary times, by the obligation
to convert them into ſpecie. The quantity of country paper,
even during the preſent times, is limited by its accustomed con
vertibility into the notes of the Bank of England. This is the
opinion of Mr Boyd + as Well as of Mr Thornton ; but the latter
has more minutely explained the manner, in which he conceives
the effect to he produced. If a particular country banker is im
prndent enough to iſi'ue an extraordinary quantity of paper,
while that of the Bank of England does not exceed the demands
of London circulation, a local riſe of prices will be produced
within the diſtrict of that country paper, but prices in London
will remain as before. In this ſituation, the holders of country
paper, in order that they may purchaſe goods where they are
cheaper, will return that paper to the banker, demanding in re.
turn Bank of England notes, or at least bllls upon London. The
exceſs of his notes will thus be continually returned upon the
country banker, apd he will at length find himſelf undfer the ne
ceſſity of limiting his iſſue to that quantity, which the circulation
of his own district can abſorb. The quantity of Rank of Eng
land paper may thus be ſaid to regulate the quantity of that
which is iſſued by the Country banks. It is not, that one uni
form ratio is maintained between theſe twa quantities; but that
both are in the ſame proportion to the demand, that is created

for
* P. 165. + Letter to Mr Pitt, p. zo. zd all', _
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1802. Thornton an the Paper Credit oſ Great Britar'n. 191

for each, by the trade wl-ic'n it is destined to circulate. When
ever the Bank of England paper happens to exceed what is re
quired ſor the purpoſes oſ London circulation, the country
paper may become exceſſive in the ſame degree. And ſuch an
exceſs of Bank of England paper may be produced, either by a.

diminution in the number of payments, while that of notes re
mains undiminiſhed ; or by whatever 'has a tendency, while the
number of p ryments remains unausmented, to augment the num
ber or the effective power of the notes in circulation

Having taken this general ſurvey of our ſystem of credit and
circulation in its ordinary state, while its movements are regn
lar, we ſhall now direct our attention to the diſorders of which
it is oceaſionhlly ſuſceptible, either from external accident, or
from inherent defects. In conſequence of the mutual connexion
that ſubſists among its parts, and the ſubordination of all to the
Bank of England, thoſe diſorders ſometimes pervade the whole
ſystem, and embarraſs the operations even of the great establiſh
ment at the head. - It is of national importance, that that body
ſhould be ready to adopt, under the preſſure of ſuch circum.
stances, an enlightened and ſalutary policy.

How ſolidly ſoever the foundations of mercantile credit may
be laid, both in public confidence, and in the real ſecurity of
reſponſible funds, it is apt to be ſhaken by that consternation
which is apt to ſpread, after a ſucceſſion of commercial bank
ruptcies, or during the alarms of war. At ſuch a period, it
has been particularly found, that the notes of country banks,
which chiefly circulate among conſumers and petty dealers, haVe
fallen into distrust with that large portion of the people. If
one bank ſhould fail, a run upon all thoſe in the neighbourhood
immediately takes place, and diffuſcs general distreſs. Such of
the country bankers, as are most prudent, adopt a preventive
caution, by limiting, of their own accord, the iſſue of their notes;
and all of them are forced to enlarge that fund of caſh, with
which they may be prepared to anſwer demands. In conſe
quence of theſe operations, an additional quantity of gold and
of Bank of England notes must be carried' down from London
into the country, both to ſupply that void in the Channel of cir
culation from which the diſcredited country notes have been
thrown out, and to form that additional reſerve which the bankers
must keep in their coffers. But the money-dealers and traders
of the capital will, in ſome degree, participate that consterna
tion to which the whole country has given way; it will appear
to them alſo a neceſſary precaution, that they ſhould enlarge

their

_" P. 216, &e.
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19: Thornton on the Paper Credz't of Great Britag'n. Oct.

their fund against contingencies, and keep a larger ſupply of
Bank ot' England notes than they find neceſſary inſ ordinary
times. By theſe multiplied hdards, as well as by the quantity
of caih ſent into the country, the circulatiug money of the me
tropolis must ſuffer a very great diminution. But it was previ.
oufly no more than ſufficient to effect the neceſſary payments;
and, on the punctual diſcharge of theſe, the 'whole commercial
credit of the kingdom depends. Unleſs the Bank of hngland,
therefore, which is the ſource of. circulatiug medium, ſhall, in

. theſe circumstances, conſent to enlargeits iſſue of paper, a gene
ral ſubverſion and ruin of that credit may take place; but if it
adepts ſuch a meaſure ſeaſonably, and in the proportion which
the new demands of the circulation require, thezztziiſcliicf may
ceaſe, after a ſlight and temporary inconvenience. Beſidefthis re
medial policy, u hich can only be adopted after the evil has been
felt to ſome extent, that body, in order to be prepared against
ſuch an event, ought to keep at all times in its treaſury ſuch an
additional quantity of gold, as may be ſufficient to meet this ex,
traordinary demand, and to ſupply the place of thoſe country
notes that are liable to be extinguiſhed. But although ſuch ap
pears to be the real policy of that institution, we can ſcarcely be
ſurpriſed if it has not always very clearly understood it to be ſo,
and has ſometimes evinced a reluctance to purſue this line of con
duct. The tall; of ſupplying gold to all the country banks, under
the expence with which the collection of it is frequently attended,

'

may be conſidered indeed as impoſed upon the Bank of England
by that monopoly, which compenſates this hardſhip by other ad
vantages. But to enlarge the iſſue of their paper, at the very
time that their fund of gold is diminiſhing, is a meaſure, which
would confeſſedly be imprudent in every, inferior establiſhment,
and which on that account the directors of the great Bank have not
always perceived that they were warranted,iby the peatlliarity of
their lituation, to adopt, as the real means of checking the drain of
their gold. Some of the circumstances, which distinguiſhed the
memorable year 1'793, illustrate at once therſoundneſs of the po
licy which is here deſcribed, and the very recent period at which
the Bauk still ſhowed itſelf inſufficiently aware of it. In the diſ
treſs of that year, the Bank of England was unwilling to extend
its aid to the country banks, or to augment the iſſue of its own
paper. Several opulent houſes, that applied for allistance, were'
refuſed diſcounts, becauſe they did notcffer London ſecurities ;
but the important ſailures, which immediately enſued, proved
that the relief of the country was neceſſary to the ſolvency of
the metropolis. The preſſure originated in an extraordinary de

.mand for guineas, in the country; but the want of bank notes
in London ſoon became the principal evil. The notes, previouſly
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1802. Thomton an the' Paper Credit of Great Britaz'n. I93
in circulation, were not below the uſual number; but that was
rendered, by a flower circulation, inſufficient for the neceſſary
pay-ments. As the Bank of England did not think proper to en
large the quantity oſ its paper, a remedy of exactly the ſame kind
was administered by Parliament. A loan of Exchequer bills was
directed to be made to as many mercantilc perſons, giving proper
ſecurity, as ſhould apply; and it is a-most interesting fact, that
credit began to recover itſelf ſome time before thoſe bills were
actually delivered. The very expectation of this ſupply of an
article, which almost any trader might obtain, and then convert
into bank notes and guineas, diffnſed an idea of general ſolvency.
The punctualitv of the Londox. payments being restored, the diſ
treſs of the whole country V. as gradually removed. Of the five
millions, which the Exchequer had been authoriſed by Parlia
ment to advance, not one half was taken, and no part was lost ;
on the contrary, a profit reſulted to Government, from the ſmall
compenſation of additional interest, which was paid by the bor
towers. This ſeaſonable meaſure was not understood at the
time, and was oppoſed on lomc grounds of constitutional jea
louſy; but the reſult of- its operation has cast a steadylight on
OUſ actual ſystem of circulation, and on the true policy of the na
tional Bank. In future ſeaſons of alarm, it may reaſonably be ex
pected, that the directors of that body will prove leſs timid; as
it is to be hoped, that experience has taught the country banks
to enlarge their uſual provifion oſ convertible funds *.

The most ſerious danger, to which the Bank of England it
ſelf is expoſea, is that oſ being drained of its ſpecie. It may
be ſubjected to ſuch a drain, as is intimated in the preceding
obſervations, in conſequence of that alarm which occaſions a
great demand for guineas, either to be hoarded, or to ſupply the
place of paper thrown out of circulation. Indeed, if the alarm
is of long continuance, and the Bank maintains in circulation
no more than its uſual quantity of notes, it may be altogether
exhausted of its guineas, however ſmall that quantity of notes
may be ; becauſe if theſe are always re-iſſued in ſoans upon the
diſcount of bills, they may be perpetually returned upon the
Bank in demand for more ſpecie. Let the alarm be great enough,
and of 'ſufficientſidurationz and the Bank, by maintaining only
a million of notes in circulation, may, by the continual return
oſ theſe, be exhausted of fifty millions of guineas. But, in
general, a more permanent cauſe of a run upon the Bank of
England for ſpecie is the exceſs of the market price of gold
above its mint price. In former times, this was occaſioned by
the debaſedstate of gold currency; and the Bank was obliged
to ſubmit to the accumulated and provoking expence of coining

e if;

* Pp.
19. 71-96. 17z-q187.
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194 Thornton on the Paper Credz't aſ Great Britai't.
ſi

Oct.

new guineas, which were immediately melted down, that the
bullion might be ſold to the Bank itſelf at the high market price.
Since- the gold curreucy was reformed, a temporary exceſs of
the market price of gold above its mint price has been produ
ced by a temporary diſadvantage in the balance of foreign trade ;
that having been 'occaſioned ſometimes by the large importations
of grain after a deficient harvest, and more frequently by un
productive exportations, to defray the expences of war, or the
ſubhdies to foreign allies. In whatever manner the high price
of gold is produced, immediate demands are made upon the
Barzk for guineas, in order to export them. Theſe it endeavours
to replace, though gold cannot be purchaſed without a conſider
ableloſs. A most unequal competition will thus be establiſhed,
between the Bank, on the one hand, which buys and coins at a
great loſs, and the clandestine dealers, on the other hand, who
melt and ſell at a great profit. It will no longer be neceſſary
for the latter to export more gold, than what is above the inimeq
diate demand of the Bank: the operation will now be confined

. to London; the melters and coiners living upon the ſame ſpot,
and affording constant employment to each other. If the un
favouraLle balance of trade, which has cauſed this high price of
bullion, were not of a temporary nature, the Bank of England,
by this continued accumula'tion of unproductiVe expence, might
ultimately be reduced to very great distreſs. And if an unfa
vourable balance, originating in the expences of foreign Warfare
or alliance, ſhould at any time be loaded with additional'pay
ments oſ a larger importation of grain, while the embarraſſments
of the national Bank were still farther aggravated by domestic
alarm, and a general diſorder of mercantile credit; under ſuch a
combination of inauſzzicious circumstances, the uſual means oſ
prudence and the rules of ordinary policy might be expected to
fail, and neceſſity would be left to justify thoſe deſperate mea
ſures which it might ſuggest *.

But this exceſs of the market price of gold above its mint price
may likewiſe be produced, as we formerly explained, by too great
a quantity oſ paper-money. The Bank indeed, as it has alſo been
strewn, has the power of restricting the country paper, by limit
ing itsxown notes to thoſe which are actually needed for the pur
poles of circulation. It has, therefore, the power, in a great de
gree, of preventing that high price of gold, and the conſequent
drain of its own guineas, which proceed from an exceſſive circu
lation of paper. So long as tl-e Bank is liable to payments in ſpe
cie, it has thus an evident interest to prevent its own paper, as
Well as that of the whole country, from being to exceſſive as to
occaſion a riſe in the price of commodities. To understand this

cleady,

f Pp. 9:. [Is-153.
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1802. Thomton on the Paper Credz't of Great Britaz'm 193

clearly, and to attend carefully to its operation, forms a very im
portant branch of the policy of the Bank of England. As its
notes are iſſued in loans to the merchants, it can only limit the
extent of that iſſue, by restricting the amount of the leans.
Hence it appears, that the bank ought to regulate the total a
mount of its loans, with a view to the quantity of circulating
medium, independent altogether of the ſolvency and opulence of
thoſe who wiſh to become borrowers, and of the character of
the bills that are offered for diſcount. There may be a diſpoſition
among very rich traders to borrow a ſum far exceeding what it
would be proper for the Bank to lend, although it entertained no
doubt of punctual repayment. But, by the laws that confine the
rate of interest, and which still remain in force after every corn.
petent judge has been long convinced of their uſeleſſneſs and in
convenience, the Bank of England is deprived of the most natu.
ral and ſimple means of restricting the amount of its loans. It is
prohibited, even in time of war, from demanding an interest of
more than five per cent. which is the rate at which it diſcounts
during peace. This has generally been found ſufficient, during
peace, to limit the demand upon the Bank for loans ; becauſe
mercantile profits are then low, from the abundance of capital,
and the activity of competition. The applications for diſcounts
have often, during ſuch a period, fallen ſhort of what the Bank
was really diſpoſed 'to afford. But, in time of war, the rate of
mercantile profit. from the ſcarcity of capital, is extremely high.
There is an irrefistible temptation, therefore, to borrow from the
Bank at a cheap rate, that the great profits may be gained upon a
commercial employment of the money. Accordingly, in time of
war, and eſpecially during the last years of it, the Directors have
often been ſubjected to very earnest and clamQrous ſolicitations for
diſcount. Were they permitted to raiſe their rate of interest, it;

would follow that of mercantile profit, and the demand upon the
Bank for loans, would at all times be accompanied by an effec
tual principle of limitation. But under the existing prohibitions
of law, the Directors are forced to have recourſe to the expedient
of ſpecifying, according to. their diſcretion, the total ſum which
they will at any one time venture to lend to the merchants. Ac-_
cording to a recent determination of their court, this ſum is ſpe
cified weekly, in order that they may have a frequent opportunity
of varying it according to the fluctuation of circumstances *.

_

To limit the total amount of paper iſſued, and to reſort, when
ever the temptation of borrowing is ſtrong, to ſome effectual
principle of restriction; never to diminiſh greatly the ſum in cir
culation, but to let it vibrate only within certain limits: to afford r

' = N 2 av
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196 Thornton on 'be Paper Credit qſ Great Brz'tm'n. Oct.

a ſlow and cautious extenſionof i't as the general trade of the
country is enlarged; and to permit a temporary increaſe during
an extraordinary period of difficulty or alarm : this, in the lan
guage of Mrv Thornton, is the true policy of the directors of an
imtitution, placed in the circumstances of the Bank of England *.

We have thus collected, from various paſſages of l\'Ir Thom
tor.'s diſcourſe, the general lineaments of that ſystem of credit
and circulation, which is at preſent establiſhed; refraining from
the inſertion of any criticiſms that might have interrupted the
deſcription. Some parts of his account are not ſufficiently di

lated, to convey preciſe information; and others, in which ſome
reaſoning is implicated with tne flatements of fact, cannot be
admitted without heſltation. But we are not confident enough
in our knowledge of the ſubject, to enter into theſe minute cor
rections. One general remark, however, which was ſtrongly
impreſſed upon ourſelves by the facts of the preceding narrative,
We cannot forbear to expreſs, although it does not lie within the
ſcope of Mr Thornton's diſcuffions. If the Bank of England
must not be conſidered as a national establiſhment, not merely
influencing, by the ſuperior magnitude of its capital, the state
of commercial circulation, but guiding its movements according

' to views of public policy, an important revolution has taken
place ſince the firſt erection of that corporation as a banking
establiſhment. That power of iſſuing the medium of exchange,
with the opportunities it implies of varying its quantity and va
lue, which, while precious coin was in uſe, was exerciſed under
the immediate prerogative of the Crown, is now virtually invest
ed in the Governor and Directors of the Bank of England. In
the official character of that Board, ſome of the functions of ſo.
vereignty are united to thoſe of a trader z and the opportunities,
of banking profits are blended with a trust and charge of the
public interest. It will be pleaſing, if theſe ſhall prove more
happily compatible, than they have been found in other in
ſtances. The organization of this eflabliſhment, poſſeſſed of
ſuch means to controul the operations of commerce, as well as
to facilitate the advance of financial ſupplies, may, into our po
litical conſtitution already ſo complicated, introduce a new prin
ciple of action, the effect of which cannot be clearly difcerned.
Perhaps, an unbounded field will be opened for the exten-fion
of ministerial influence. Perhaps, an unexpected controul may
be gained to the people, over the views and meaſures of the

- executive.
III. In the foregoing view of the dangers t'o which the Bank

is occaſionally expoſed, our readers must have already perceived
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1802. Thornton on the Paper Credit of Great Britain'.
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the account which Mr Thornton gives of the embarraſſments,
that led to the memorable order of Council in February 1797.
The ſuſpenſion of caſh payments was an event, in his opinion,
to which the national Bank was liable from its very nature; the
probability of which has been too studioufly concealed; and to the .

recurrence of which we may look forward *. The gold, in the cof
fers of the Ban'k, had been much reduced by the effect of an un
favourable balance of trade. The alarms of invaſion had led to
the failure of ſome country banks in the North of England; this
occaſioned a farther demand for guineas from the Bank, and a
diminution in the Circulating notes of London. The Directors
aggravated the distreſs, and augmented the demand for gumeas,
by unadviſedly ſupprelling ſome of their notes, inſtead of enlar
ging the quantity 12

We cannot entertain a doubt, that theſe were the principal
cauſes of embarraſſment; but that other circumstances at the
ſame time co-operated, which Mr Thornton has rather too an
xioufly avoided t'o mention. Under the unfavonrable balance of
trade, which he notices by this general expreſſion, we must in
clude the effect of foreign ſubſidies. And we ſuſpect that that

diminution in the quantity of notes, which the merchants could
command, was not altogether owing to an ignorance, on the part:
of the Directors, of the proper remedy for the existing evil.
Mr Thornton indeed employs ſeveral elaborate pages I, to ten
lieve the Bank from every degree of blame, on account of its
loans to Government. But this appears quite incffcctual againſt
the evidence, which was'laid before Parliament, of the ſenti
ments which the Directors themſelves entertained. In various
reſolutions of their Court, and in letters to the Chaucellor
of the Exchequer, they ſtated the ſerious apprehenſions, as well
as the actual embarraſſment, which they felt from their un
precedented advances on Treaſury bills ; and in their memorial
to the Cabinet, they deſcribed it as an unconstitutional mode of
raiſing money, to which they were not warranted by their char
ter to conſent. After this', it is vain for any advocate of the
Bank now to maintain, that thoſe loans were altogether free
from imprudence or culpability. At the ſame time we are ready
to acknowledge, what was not very distinctly perceived in the firſt
diſcuſiions of this event, that the loans to Government had no di
rect tendency to produce the particular distreſs, which was relieved
by the restriction of payments. That confisted, Unquestionahly,
in the progreffive drain of ſpecie; which thoſe loans neither occa-a
fioned nor increaſed, becauſe they were paid into the Exchequef
in notes. This run upon the Bank for ſpecie, was chiefl oc
caſioned by the deficient quantity of money in circulation; which

3 the

* PpI 146. 2+7. T Pp. 72. 93. .th. 96-111.
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198 Thor'ntdn on the Paper Credz't qf Great Britain. Oct

the advances to Government, in their direct operation, rather
contributed to repair, becauſe the notes were of courſe iſſued
from the Exchequer almost immediately into the market. But
at the ſame time it, must be remarked, though Mr Thornton
ſeems studioufly to have kept this out of view, that, by their
indirect and unavoidable operation, theſe loans of the Bank to
Government contributed to aggravate that distreſs of the circu
lation, which was mainly produced by other cauſes For ſome
time prior to the ſuſpenſion of payments, the Bank of England
had limited its 'diſcount of commercial paper. To this hurtful
meaſure it was undoubtedly obliged to have recourſe, in conſe
quence of having granted a much greater accommodation to
Government than it was warranted to give, which impoſed the
prude'ntial neceſſity of giving leſs accommodation to the mer
chants than it had been accuſtomed to afford. Such a diminution
of diſcounts could not occur at any period, without producing a
certain degree oſ mercantile distreſs, both by the diſappointment
of payments actually promiſed, and by interrupting the uſual
courſe of pecuniary arrangements. But at that particular junc
ture, a great distreſs already ſubſisted, which the conduct of
the Bank towards the merchants had a neceſſary tendency to
aggravate. A ſimilar diminution of the Bank diſcounts, by
narrowing the facilities of credit, would at any time render the
existing quantity of circulating medium leſs 'adequate, than be-_
fore, to the neceſiities of the market. At that particular junc
ture, money was already deficient, from the operation of other
cauſes 3 and became still more inadequate to its neceſſary purpoſes,
when a restriction of credit took place, which both rendered a
greater quantity of money requiſite to drive the ſame trade, and
retarded the circulation of that already in the market. While we
agree with Mr Thornton, therefore, that the loans to Government
could not tend to diminiſh the ſum of notes in circulation; we
must contend against him, that they did tend to distreſs the
circulation, by rendering that ſum of notes leſs adequate to the
wants of commerce, than if they had flowed into the market
through the uſual Channel of diſcounts. He aſſerts, on the
contrary, that 5 it is the total-quantity of circulating notes, and
not the manner in which they come into circulation, that is the
material point z' but nothing can be more unſatisfactory and
cumbrous, than the illustrations by which he labours to expound
this very fallacious poſition. It is indeed inconfistent with the
fundamental principles, which are elucidated by all the reaſon
ings and tenor of his hook.

The ſuſpeuſion of payments in ſpecie was properly continued,
according to Mr Thornton, from the permanence of thoſe circum
stances which rendered it originally neceſſary: an unfavourable

exchang ,

G
en

er
at

ed
 fo

r f
ac

ul
ty

 (U
ni

ve
rs

ity
 o

f B
rit

is
h 

Co
lu

m
bi

a)
 o

n 
20

15
-1

2-
27

 2
0:

32
 G

M
T 

 / 
 h

tt
p:

//h
dl

.h
an

dl
e.

ne
t/2

02
7/

uc
1.

$b
62

33
13

Pu
bl

ic
 D

om
ai

n,
 G

oo
gl

e-
di

gi
tiz

ed
  /

  h
tt

p:
//w

w
w

.h
at

hi
tr

us
t.o

rg
/a

cc
es

s_
us

e#
pd

-g
oo

gl
e



17'802. Thornton on the Paper Credz't _af Great Britm'n. '99
exchange, produced partly by out heavy expenditures, but chiefly
aggravated by vast importations oſ corn ; and the prevalence, till
the eve of peace, of alarms about hostile invaſions *. It is not
altogether ſuperfluous to remark, that the restriction of pay
ments, until after the ceſſation of hostilities, was provided for by
law, long before thoſe deficient harvests had been felt, to which
ſo great a portion of this neceſſity is aſcribed. And the con
tinuance of the ſuſpenfion was officially justified in Parliament,
upon the alleged, but not very intelligible, ground of reſist
ing certain defigns of the enemy to ruin our public credit.
The whole circumstances of the meaſure, both in the first event,
and in its ſubſequent renewal in the arguments that were pub
licly urged to prove its neCeffity, and in the explanation which
Mr Thornton has given of its nature, conſpire to prove that it ori
ginated in the direct conſequenCes of the war itſelf z although this
view of the ſubject was most earnestly diſcounrenanced at the time.

IV. In the first part of our abstract, we explained Mr Thorn
ton's opinion, that an extravagant iſſue of paper will raiſe the
price of commodities, and depreciate the currency in its bullion
value. He has therefore admitted the general principles, from
which Mr Boyd and others have inferred that the Bank of Eng
land has, within the last few years, iſſued an exceſſive quantity
of paper. Against the validity of t that inference, however, he
contends that, in point of fact, the Bank of England has not ex
tended the number of its notes, ſince the ſuſpeufion of its caſh
payments ; and that the riſe of prices and depreciaiion, of curren
cy, from which that enlargement has been preſumcd, may ariſe
from 'other cauſes. Among ſuch cauſes, he mentions the neceſ
ſary influence of war, of accumulated taxes, and of a' ſcarcity
continued for two years, in raiſing the price oſ all commodities ;
and the effect of an immenſe importation of corn in turning the
exchange against us, and thus railing the market price of gold.
That all of theſe circumstances have co-operated in railing pri
ces, we have no doubt; but we are by no means ſatisfied that
they are adequate to explain the whole effect. War, it muſt be
obſerved, and taxes, and a ſcarcity of provilions in its direct
operation, increaſe the real or bullion priCe of goods, and have
no tendency to produce an exceſs of the market above the mint
price of gold. The importation of grain, by turning the ba
lance of trade against us, does tend to produce that exceſs ; but
the exceſs, which we have lately witneſſed, has been perhaps
both too great and too permanent to be explained wholly in. this
manner. We doubt extremely, if it could have been produced
without that depreciation of our currency, which originatcs in
exceſſive quantity.

N 4 Mr

ſ P. 134..
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_ aoo Thornton on the Paper Credit of Great Brz'taſ/t. Oct .

Mr Thornton, however, has endeavoured to ſhow *, that the
circulating paper of the Bank of England does not in fact amount
now to a greater ſum than upon an average oſ years, was in cir
culation before the ſuſpenſion of caſh payments. Upon an ave
rage of three years, ending in December 1795, their amount, ac
cording to the evidence laid before Parliament, Was u,97 5, 5 7 31.
By a ſubſequent statement preſented to the Houſe of Commons,
they amounted, in December 1800, to 15,450,9701. From the
difference between theſe two ſums, however, Mr Thornton in
ſists that we ought to deduct the amount of two millions, con
fisting of one and two pound notes, which have diſplaced, he
alleges,- in the circulation, an equal ſum of guineas. After

ſſ
this deduction, there ſtill remains the ſum of I,475,397l. by
which the Bank paper exceeded, in 1800, its average amount
before the ſuſpenſion of caſh payments. But in the ſpring _of
1801, the Governor of the Bank stated to the Houſe of Com
mons, that the Company had reduced its notes to a ſum'leſs, by
about a million and a half, than their amount in the preceding
Deeember. Whether this evidence, under all the aſſumptions
which it involves, may be conſidered as completely ſatisfactory,
in oppoſition to the preſumptions that are warranted by the ge
neral argument we ſhall not venture to pronounce. We may
ſuggeſt, howev r, to our readers, the propriety of adding to
the foregoing statement a fact, of which we are appriſed by 1\/Ir
Thornton +, that the enumeration of country bank; taken in (800,
differed from'that taken in 1797, by the exceſs of 386 above

3 5 3. And to thoſe who recollect that Mr Boyd's pamphlet was
publiſhed on 3tst December 1800, it will not fail to occur as a.

circumſtance, which that gentleman might plauſibly urge as a
confirmation of his reaſonings, that in the courſe of the three
months immediatly enſuing, the Bank thought it expedient to
call in a million and a half of its notes. .

We have expreſſed ourſelves with unaffected doubt, with re
gard to this alleged dependence of the preſent rate of prices on
the preſent ſtate of paper currency, becauſe it appears 'to us a
problem, of which a ſatisfactory ſolution has not yet been offered.
According to that view of the question, indeed, which ſeems

' to us the moſt correct, as well as the most ſimple, a ſufficient
anſwer will be aſſigned, if the exceſs of the market price of gold
above its mint price ſhall be found to continue, notwithstanding
the permanent restoration of the balance of trade to its accuſ
tomed preponderancy in our favour. In the mean time, we
ſhould be glad to ſee the fact itſelf, of which the origin and
cauſe are thus anxiouſly ſought, perſpicuoufly stated under its
most neceſſary distinctions and limitations. It may perhaps be

m

3 P. 225. v 1- P. 155.
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1802. Thornton an the Paper Credz't qf Great Britain. zcz

in the power of thoſe, who have paid attention to ſuch minute
but valuable details, to date the first appearances of this recent
increaſe of prices, and to trace its progreffive- diffuſion over all
the relations of internal exchange. In ſuch a statement, it Would

'be neceſſary, likewiſe, to ſpecify in what proportion this riſe is
locally confined to our own iſland, or common to us with the
Continent of Eu'rope; and to distinguiſh in what proportion that
local riſe conſists of a real increaſe in the bullion price, and of a
nominal increaſe only in the currency price. '

I

ART. XXVI. IIIq/Irationr of the Hultanian Theory of 'be Earth. By
John PlayFair, F. R. S. Edinburgh, and Profeſſor of Mathematics
in the Univerfity of Edinburgh. 8vo. Edinburgh. 1802. 528 pp.

- O ſpecies of phyſical reſearch, perhaps, is involved in greater
intricacy, or productive of greater ambiguity of deduction,

than that which reſpects the constitution and history of our
globe. So boundleſs is the number, and ſo diverfified is the
nature, of the facts neceſſary to the proſecution of ſuch an in
quiry ; and to ſo ſhort a distance are we yet removed from the
period when mineralogical phenomena first derived explication
from chemistry, that attempts to form a theory of the earth may
be conſidered rather as exerciſes for fanciful and ſpeculative
minds, than of ſources of improvement to uſeful ſcience. It
cannot be denied, however, that obſervations accumulate but
flowly when unaffisted by the influence of ſystem. The obſerve:
never ſſproceeds with more ardour than when he theorizes 3 and
every effort to verify or diſprove particular ſpeculations, neceſ
ſarily leads to the evolution of new facts, and to the extenfion
of the limits of real knowledge. Hence, it ſeems to be the
buſineſs of philoſophy, rather to point out the imperfections, to
detect the errors, to restrain the preſumptuouſneſs of the theorist,
than to extinguiſh altogether a ſpirit, which, however incomplete
and inſufficient, may be the materials on which it has to work,
must at least facilitate generalization, and render the approach to
truth leſs tedious.

The Huttonian theory of the earth, which it is the object of the
volume before us to explain and ſupport, is not refer-able to either
of thoſe claſſes into which geological treatiſes have been common
ly divided. Its author cannot be conſidered either as a Vulcanzst
purely, or a Neptungst, ſince he has aſſerted the agency both of
fire and water, in his ſystem. That ſystem ſuppoſes the mate
rials which compoſe our globe to have once existed in an elc
mentary or unmixed state, and to have acquircd their preſent
arrangement in conſequence of the continued action of water on
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