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OBSERVATIONS, &e.

—0 0P O DO

FJTHE fudden changes, and even convulfions,
which circulation and commercial credit have
experienced fince the commencement of the
year 1793, will ferve as an apology, I truft,
for an endeavour to draw the public attention

to meafures of __fore_@i_ght and precaution.

Circulation, as the word implies, muft |
have a pivot or centre on which the whole
can turn ; and that centre, as far as relates to | |
the ifland of Great-Britain, is the Bank-of | |

B England ; |
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England; whofe paperor notes reprefent that

objet, for every ufeful or beneficial purpefe.

The profperity which this country has
enjoyed, the wealth and refources which it
pofiefles, having been attributed, in a éreat
degree, to the eftablifhment of the Bank,

(although, in truth, much more has been

owing to its conftitution) fome individuals,

for the fake of relieving their own diftrefs,
- and to furnith the means for wild {peculations,
have made a great noife about the circulating
medium , endeavouring to inculcate an idea,
that if {o much trade and profperity attached
to the amount of Bank Notés formerly in
circulation, the iffue of Bank Notes ought to
be increafed‘éﬁtprgfjenvt;_, in proportion to the

actual extended trade of the country.

Their object was, not to multiply Bank
'Notes‘_for the purpofe of gene‘ral circulation,

5 nor
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A
nor for the ufe of the public, but fole}y to

increafe commercnﬂ difcounts ; ander cover
of which thpy e‘{pe&ed their purpofe would
have been anfwered. T hey therefore founded
an alarm as to tHe W’ant of a circu-
lating medium ; and, as the term was not
generally underftood, whilft it held forth an
expectation of relief to pecuniary diftrefs, fo
many joined in the cry as to create ferious
apprehenfions ‘in  the minds of the fober
impartial part of the community. Any thing
may become a circulating medium ; paper 1s
as good a reprefentative fign as gold, and 1n
many inftances 1t 18 better,-—-becaufe it 18
more ealy to manage and to transfer ; but
then it muft be underftood, that with a correct
knowledge of th\e bafis on which fuch paper
is founded, it enjoys the moft perfect con-
fidence : in which cafe, the only difference
confifts in {fuch paper being the circulating

medium for the country where it iffues ;

i whilit




eV
whil{t gold or filver are the circulating_

mediums in every part of the world,---for

both are no more tha: reprefentative figns.

If there were more gold than was wanted,
confidence in it, as a re prefentative fign, would
flacken, and it would no longer become a
circulating medium : If Bank Notes were
augmented, {o as to be fold at a difcount,
confidence would vanith, and thofe Notes be

no longer 2 cucalatmg medium. -

It would be defirable, for the purpofe of
probing this queftion to the bottom, to
afcertain what proportion the iffue of Bank
Notes has borne to the gradual increafe of the
Commerce of the Country, although the
difclofure would not be prudent in other
refpects :---but I cannot think it pofhible for
the one to require an augmentation of the
other in an equal degree ; and it remains to

be
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be proved that the amount of Bank Notes,
 before the war, did increaf in proportion to

! * the increafed trade of the country, before the
neceflity can be admitted for an augmentation
to the circulating medium, 1n confequence of
the large addition to our trade during the war,

although fuch addition 1s accidental and

temporary.

I£it {hall be urged that {uch a difcuffion 18
become unneceflary, for that no fuch clamor

A o SOURE—
T i

exifts at prefent; I muft anfwer, that it is
impofiible to underftand the principles upon
which the Bank of England 1s eftablithed;
the nature of its public and private interefk,
and more particularly to appreciate the real
fituation of the Country in relpect to the
paper circulation, without entering into {ome
details and explanations with regard to pait
occurrences; and Imuft further requeft, that
my readers will always recollect, thatthe Bank

never
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never did abforb the whole of any operations
or ""q_n(‘:irculé.tion_é : the Bank muft be con-
fidered folely as, the centre or pivot, for the
purpofe of enabling every part of the machine
to move in perfe& order; fometimes by fur-
nifhing an addition to the powers neceffary
to enable that machine to perform its func-
tions, and at others, by receiving back thofe
powers which are fuperfluous ; and élthough
fuch-a pofition muft confequently be limited
yet its importance to the general welfare
- evinces a neceflity of preferving to the Bank
a capacity of acting with effe@®, and without

delay, in both thofe cafes.

‘The operations of the Bank may be con-.
fidered under three dittin& heads:

The firt and moft important relates to
the GENERAL CIRCULATION OF THE
COUNTRY.

The
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The fecond--1TS TRANSACTIONS WITH
GOVERNMENT BY LOANS, PAYMENT OF
DIVIDENDS, &c,

The third--~-COMMERCIAL DISCOUNTS,

_ If it {hall ever become a queﬁ'ion to {acri-
fice a part to fave the reft, I can have no
doubt but that the general circulation of the

count1y ought to have a decided preference ;

and if ever the Bank thall be reduced to that -
dilemma, and that the adminiftration of their
affairs fhall then be correct and pure, their
folidity will reft on a rock beyond the pofli-
bility of being {haken. We have already
experienced the facility with which Govern-
ment can liquidate a part of their loans; and
they could difcharge the whole, if necefiary,

W1th0ut producing any convulfion in the
country. 1 do not know the amount of the
bills difcounted by the Bank for commercial
purpoies nominally; but when the ftate of
their affairs was laid before Parliament, the

amount
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amount could not have been large; at leaft
it muft have borne a fimall proportion to the
commerce and folid circulation of the
country'; but if the amount of paper dif-
counted for ﬁ&ltlous and {tock-jobbing pur-
pofes fhall be aedué‘cbd therefrom, the
remamder Wlll bear a vggy fmall proportion
mdeed to the Wl}ole -‘gﬂand therefore the
commerce of the country would not recewe‘
a fatal blow -if the Ban fhould decline dif-
counts altogether, unlefs it was done abruptly;
efpecially, as it would not be diﬁicﬁlt
to provide refources for the folid part of the
commerce of the country in the cafe of fuch
an event :---but, as we have experienced 4
capacity on the part of the public to difcharge
their loans without much difficulty, if the,
RBank could be liberated from their commer-
cial difcounts in  cafe of need, with equal
facility, their Notes would then become 1eally

““\\‘w o -
5 o

and bona fide the ‘reorefentﬂuon of coin o

-—-‘-—-—n‘,,__-—-‘*-

bu]hon .

The
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Thefe fub_]C&S are no doubt gloomy, and 1

may be blamed for having ment1oned them ;

but whilt we are difpofed to @t half

A v 1P

meafures, €very thing may be appt

and therefore it 15 rlg;

,3 ““# Sl .
wch means as occur to pre-

with danger. In it 1S proper to
confider what Would be the refult 1f | the

Bank were annrhﬂated in confequence of |

conﬁdence in “their paper berng deftroyed.

the difficulty and diftrefs incalculable, but |

The convulfion would no doubt be great, E‘
5
the country Would not be rurned The | ;

exrftence of the Bank depends no doubt on
that of the country, but the reverfe 1 by no

means the cafe If the fall of the Bank {hould
be owing to the mifconduct of its Directors,
the calamity would be great; however, 1n a

C {hort
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fhort {pace of time, a remedy or {ubftitute

might be found, to anfwer many very fub-

ftantial purpofes. But if its mifcarriage

hosld B8 from the operations or inter-
{ Govern: ent, confidence muft

ndrits refloration in any fhape or

“f0rm become impracticable.

Very few foreigners have underitood the
principles on which the Bank is eftablithed;
‘they have always confidered their Notes as
Government paper, and the experience they

have had of the practice of Governments in

every country, induced them to fuppofe that
when gold was refufed on the prefentation of
the Notes, the Bank and the country were
equally ruined. They could not diftinguifh
between paper iflued for the fole purpofe of
circulation, limited in its amount, and under
the authority and refponfibility of a corporate
body, ablolutelyindependent,—and that paper

| which
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which Government could iffue ad lhitum,
bearing an intereft, which rendered it an
obje& for perfons to purchafe as 2 produ&we
inveftment of their capltals —-they were very
much aftonithed to find. the total amount of
Notes in circulation to be [ fmall compared |
with the commerceand wealth of the country ;
and equally fo, that after all, Bank Notes
continued to circulate at par. Thofe opi-
nions, however, did not prevail at home, for
“the knowledge of the fources from whence
thofe Notes iffued,- namely, E@Poﬁts of
bulhon, loans to Government, ndcom-
merc1al difcounts, together with the confi-
dence repofed in the DireGors, from the
manner in which they reprefented the con-
fequences of thofe pernicious meafures which
were then purfuing,—and the refiftance they
finally made to the expetations of the Mi-
nifter, when the cafe abfolutely required
it,—induced the public to place fufficient

G reliance
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reliance in them, under fuch condu&, and
with fuch refponfibility ; the more fo, asthe
perfonal attachment of a very large majority
of the Court of DireGors to the prefent
Adminiftration was well known, and for

‘whom the powers of the Bank had been

{tretched in a certain degree.

| From long experience, the Dlre&ors of
the Bank muft underftand correé’cly the
amount to which their Notes can circulate
W1thout_ depre_clatlon or difcount; and
~ although they acted very wifely at the awful
moment to iffue a larger fum than ufual, yet
the event has proved, that they have con-
ducted themfelves with equal judgment, by
not extending their iffues beyond what the
currency of the country requires, and can

{upport.

It was from a combination of thefe, and

fome other circumftances, not necefiary to
be
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bementioned at prefent, but more particularly
from a confidence in the condu& of the
Direttors, as a corporate body, that they would
maintain and preferve the independence of
the Bank in their tranfaétions with Govern-
ment, notwithftanding the partial ‘influence
which now and then prevaﬂed ---that their:
Notes commued to circulate at par, with the
fame facility and convenience to-the public as
before, and that confidence was reftored to'a

degree much beyond what could have been

expected ; whilft, however, the flur muit

remain, and never can be effaced.

As the c1rculat10n of the Bank of England,
although the moft 1mp0rtapt doth not form
the largeft part of that of the COUHU y in
general, it becomes neceﬁ'fuy to take a more
comprehentive view of the fubject, in order to
entertain a correct opinion of the whole. The
eftablithment of Country Banks is of modern

datb,
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date, and within my recolletion; but I
- believe there was no material cénvulﬁon, with
regard to circulation, from the Rebellion, until
that which happened by the failure of the
Air Bank, in the year 1772 This failure was
accompanied with others of great extent at
the fame time in Holland ;---but as it was .
evidently a partlal and not-a general convul-
fion, the Bank of England acted very wifely,
by dﬁ“ordmg even a liberal {fupport to thofe
houfes whofe folidity was unqueftionable,
_leav_mg others which were rotten, to fall ; and
as they were {wept away, conﬁdente was
gradually reftored. The next check to com-
mercial credit arofe from the failure of a cir-

culation eftablithed between Lancathire and

London, well known in the courts of law by
the cafe of Giblon v. Johnfon, which has been
fo often tried ; but, although theamount was

large, it moved in fo narrow a line, that it

produced no general effe¢t on the country.
What
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What happened in the beginning of 1793 was, \

however, very different : far beyond any
thing which preceded, or has followed

it, in magnitude, it pervaded more or lefs,

every part or p]ace in both iflands, and

aﬁ'eé’ced every defcrlption of property. The

laﬁ and moft important event, in one refpelt,
is that which compelled the Bank of England
to {ufpend their payments.

During the interval between the failure of

the Air Bank, and the diftrefs of 1793, a very
material change had taken place in regard to '
the general circulation : Banks had been

eftablifhed in almoft every town, and even in

villages, throughout the country ; and in the
larger towns rival eftablithments were formed.
Thefe produced a moft important, and whilft
it was fecure, a beneficial change to the
country, by increafing its circulation : but
unfortunately the principles on which thofe

4 Banks

L PER— L
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Banks were ufually eftablithed, were 1nfecure,
in thelr bemcr compelied at all times to 1nveft
or employ the depofit left in t‘qen' hands, and
thereby rendering themfelves incapable of
flggiqng a f{udden ftorm, or, as it is called,
anfwering a run upon them, which, from
natural events, muft, in a courfe of time,
arife. A Banker in London never allows
intereft to his cuftomers, and can afford to
referve a proportion of his depofits, to enable
him to anfwer fudden demands, or a run on
~ his houfe ; as he thereby fuftains no real lofs,
~ but only diminifhes the amount of his profit.
 The country Banker is in a very different
fituation, for_ he allows intereft on depofits,
and theref'c');é he cannot afford to fuffer even
a fmnall fam to remain dormant and
unproductive ; for every Iool Wthh he

{uffers to remain in that pred1cament i1s a lofs

of the intereft which he pays to his cuftomer,

and which intereft he muft get reimburfed
(by
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(by invefting the money) before he can realife
any profit for himfelf. Thus it will appear,

that whillt the circulation was greatly |

increafed, and its beneficial effe&ts enjoyed,

by the commerce, manufaGures, agricul-
ture, &c. of the country, it was founded on
the moft infecure principle, and liable to
é— almoftinftantaneous convulfion, by unforefeen,

| ARG o e i
.‘;__ and even trifling circumftances. This might

<t be promoted, more or lefs, by the practice of
particular eftablithments ; for if Country

Banks, whofe principals are men of large
unqueftionable property, thould fail, the
contagion will immediately fpread, and the
confequences are incalculable. Thus, for
inftance, in the beginning of the year 1793,
and of the prelent year, the Banks of
Newcaftle ftopt payment, whilft thofe of
Exeter and the Weft of England ftood their
| ground;” The partners in the Banks of 3
Newecaftle were far more opulent, but their f

D private
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private fortunes being invefted, could not be

realifed in time to anfwer a run on their

Banks. 'Their Notes allowed intereft to

commence fome months after date, and were

then payable on demand; by which means

they had not an hour to prepare for their
~difcharge. The Banks at Exeter iflued notes

payable twenty days after fight, with intereft

to commence from the date of the Note, and

to ceafe on the day of acceptance. There

can be no doubt but the practice of the Banks

at Newcaftle is more lucrative, whilft it muft

- for ever be liable to a return of what has

happened. The twenty days received at
Exeter furnifhes ample time to communicate
with London, and receive every degree of
affiftance which may be required. It is-___
therefore moft earnef’cly to be withed, that 2

law thould pafs, to prevent Country Banks

from 1ﬁ'u1ng Notes payable on demand, as

_they never can be in a fituation to pay

4 without
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without fome notice ; and the country ought
to be prote&ed againit thofe convulfions
which have arifen, and will continue to

arife from fuch a pradtice.

Another circumiftance contributed very
materially to produce the diftrefs of

1793, which was the fudden, unexpected
declaration of war. That dreadful ca-
lamity is ufually preceded by fome in-
dication ‘which enables the commercial and
monied men to make preparation. On this
occafion, the fhort notice rendered the leaft
degree of general preparation impoflible, and
which may be afcertained by the prices of
ftocks in the preceding month of O&ober,
and various collateral circumftances. The
foreign market was either fhut, or rendered
more difficult of accefs to the merchant; of
courfe he could not purchafe from the

manufacturer ; and an important variation in

D 2 the
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the rate of exchange on the Continent, fur-
nithed a pretence to foreigners to withhold
their remittances from both. The manufac-
turers in their diftrefs applied to the Bankers
in the country for relief ; but as the want of
money became general, and that want In-
creafed gradually by a general alarm, the
country Banks required the repayment of old
debts, being utterly incapable of increafing
them, and which of courfe brought their

own fituation to the teft.

In this predicament the country at large
could have no other refource but London ;
and, after having exhaufted the Bankers, that
refource finally terminated in the Bank of
England. In the mean while, the alarm in the
country continued to increafe ; confidence in
their Banks vanithed; every creditor was
clamorous for payment, which he infifted

thould be made in gold, and which was

compiied
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complied with, until the Bankers in London

were exhaufted. At firft the Bank accom-

modated themfelves to the circumitances,

.nd furnithed large fupplies; but unic
nately the Directors. caught the panic; feheir
could not fupport the daily and

nerves
and for the

conftant demand for guineas;
f checking that demand, they cur-

purpoie O
tailed their difcounts to a point never before

which placed every . part of

experienced, and
ountry in a confiderable

the commerce of the ¢

degree of danger. This dreadful convulfion

(for it really was {o at the time) was occa-

fioned by the erroneous principle upon which
country Banks are eftablithed, and that

principle operated upon :n the manner I have

defcribed. 1 can readily believe, that under
2l circumftances it might then have been
right for the Bank to leflen the amount of |
their difcounts, or to lefien the amount of

the accommodation which individuals had
been
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' been accuftomed to receive, but then it
- ought to have been gradual ; their determi-
- nation, and the extent to which it was carried,

- came like an ele&rical fhock.

In fuch cafes the Bank are not an interme-
diate body, or power ; thereis no refource on
theirrefufal, for theyarethe dermerrqﬁrt “Ehe
lawsagainftufury eﬁ'c&ually def’croy every other
means of relief in this country, whilft ex-
perience has proved, at Hamburgh, at Am-.

fterdam, and other places, that the moft
effeCtual mode of keeping the rate of intereft

low, is to leave it free from every reftri¢tion,
But this point has been very fully difcuffed by
Mr. Bentham, in a fmall tra&, entitled < A
Defence of Ufury,” which has never been
anfwered, becaufe iq truth it is unanfwerable.
As the determination of the Bank was
founded upon the demand which came from
every quarter of the country for guineas, I

muit
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muit beg leave to add fome remarks on that
fubje&t. 1 do not mean to offer thofe remarks

for the information of the Dire&tors, as they
are no doubt well informed on the fubject;

nor do I pretend to arraign their condu&, as
circumftances may have exifted to juftify
their proceedings, althoughitmay be improper
to difclofe them publicly. I can reafon
only upon what is generally known, and
upon thofe principles in which I am pers
fuaded the Dire&ors will agree.

For the prefent purpofe, 1t may be
{ufficient to confine the confiderations, as to

the caufe of the demand for guineas, to three
heads :

Firft, As a Medium of Remittance to
foreign parts, to fupply the want of Bills of
Exchange. - R

econd,
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Second, For the purpofe of Hoarding in the

country, from a want of confidence in the
Government, and in the circulating paper.

Thirdly, To enable Country Banks to
difcharge their demands, whilft confidence n

the Government, and in the Bank of England

remained entire and perfect. -

The firft is the moft dangerous, as being
the moft injurious to the country; every
meafure ou‘ght to be taken to palliate or
prevent 1it, prohibitions -or  bankruptcy
excepted ;. but it is inevitable, if we fhall
continue for a long time to have more to pay

to foreigners than we receive from them ; or,

" in other words, if the Balance of Trade is

againft us,




The Second is the only circumftance which

juftify the late bankruptcy;

can inany meafure
point for future

~ but I wifh to referve this

confideration.

The Third ought to be viewed, not with

rfe& indifference, but with a difpoﬁtion on

pe
ply almoft their

the part of the Bank to f{up
they cannot be fent abroad,

laft guinea; as
heir own cofters, as

but muft return again to t

proved to be the cafe in the year 1793-.

It was notorious, at the time, that large

quantities of gold and filve
from France ; of courfe none could be {fent

thither.

The
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The following calculation will ferve for
Amfterdam, viz.

100 guineas coft, with freight,

infurance and charges, - - A1e6 19 7@
Sold at fi2 each, s J1200,

agio 1001 per cent. isbanco

JA193, 11," "and at the

average exchange of 38 6

from January to March 7935

15 = s whoa W ~ L103 6 9

The price of guineas at Amfterdam was
invariably £z, from January to the 12th
April, 1793 ; but guineas were hardly ever
in f{ufficient quantity in Holland to become an

obje of trade, unti] the Britith troops
landed in F ebruary, 1793.

The
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The calculation for Hamburgh appears {till

more unfavourable.

100 guineas coft, with charges L106 13 ©
They contain, in ducat gold,

at Hamburg, 225 ducats, at

961 banco per ducat, 1s

marks ‘banco 1357, at the

average exchange of 35, 3 L1028 1650

The price of ¢6% is the par for a ducat,
which was about the average price for

~ January, February, and March, 1793.

In this fituation of the foreign exchange, it
was impofiible that the coin of the country
could have been exported: individuals will
not a&t contrary to their own intereft, which

E 2 operates
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operates in fuch cafes more effe¢tually than
aCts of parliament ; and is in reality the only
wile reftrition which ought to exift, in a
country o much dependent on its trade.
Individuals muft pay freight, infurance,
brokerage, and fome {mall expences, in
addition to the lofs on the price ; fo that no
impartial perfon can entertain apprehenfions
for a moment, under fuchﬁ circumi{ltances.
The export of foreign gold and filver ought
always to be free,-and the Bank ought to
fupply the demand, whenever it fhall arife ;

under a certainty that the export will pro-

duce a beneficial effect on the courfe of
exchange, and thereby enfure its return,
(provided the balance of trade 1s in our
favor) with additional profit. The coin of

the country may, however, be in a different

fituation ; but on this fubject I will not
enter, as it will require a volume to difcufs,
If the balance is againft us, whether arifing

| from
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from our trade, or as the refult of fubfidies
paid to foreign powers, that - balance muft be
paid in gold or Gilver ; and if there 1s not
(ufficient foreign bullion 1n the country for

the purpofe, guineas muit and will be fent,

or Bank Notes will be reduced to an
enormous difcount : it is in vain to prohibit
what cannot be hindered ; the fevereft law
will only tend to throw that profit into the
pocket of the {muggler, which would

otherwife belong to the fair trader.

I muft diftinguifh, however, between that
drain which is the refult of a balance againft
the country, and forced operations for tem-
porary purpofes, which Government, with
the aid of the Bank of England, can more or
lefs prevent. " Thus for inftance, at the
commencement of the French revolution, the
Comptrollcr-General endeavoured to draws
filver from hence, and from other places, to

{ferve
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ferve temporary purpofes at Paris, which the
Minifter ftopped. If his objec was to benefit

this country, or to diftrefs the finances of
France, he ought to have encouraged and
promoted fuch operations; or, which would
have been moft effe€tual, he ought to have
remained a filent {peGator. Such was the
ftate of the exchange at the time, that each
operation coft 12} per cent. and as thofe
operations could have been performed four,
"ﬁve, perhaps fix times in the courfe of a
year, the benefit to this country, and the
lofs to France, could only have been limited
by the extent of the powers of the latter ;
and which muft in time be exhaufted, when
100l. {ent from hence in filver thall be found
to return in two, or at moft in three months,
with an addition of 121. 10s. for profit. Such
operations would have produced a real effect
without the aid of acts of parliament, or the

hand of power; whilft the wild and ignorant
{peculations
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{peculations on the confequences of the
aflignats and mandats of France, have

vanifhed in {moke.

I truft that I have faid enough to prove,
that in the beginning of the year 1793, when
the foreign exchanges were favorable, and
that no difpofition exifted in the country to
hoard, from a confidence in the Bank of
England ; whatever may have been the de-

mand for guineas, they could not be fent
out of the kingdom, but muft return to the

place from whence they came.

If any doubt fhall exift on the {ubject, 1
fhould defire to produce an indire&, but

collateral proof, in the novel and very
extraordinary meafure which was brought
forward at the time, to relieve the public
diftrefs ; I mean the Commercial Exchequer

Bills for five millions fterling, voted by

parliament




parliament for the purpofe ; a meafure which
was attended with complete fuccefs. This
fuccefs, however, has ferved unfortunately
for a precedent to introduce a fimilar meafure
as a job, or for partial purpofes. At this time
the diftrefs was univerfal 1in England,
Scotland, and Ireland ;  the capital felt 1t 1n

an equal degree ; and the Bank muft have
participated . for nothing fhort of real diftrefs
could juftify their condu&@ towards the

country at large, and the cordiality with

which they concurred, in having recourfe to
fo extraordinary a meafure for the purpofe of
general relief.  Thofe Exchequer Bills were
voted for the ufe of the general circulation ;
and the Commiflioners were a&ive and
anxious to difperfe them in every quarter to
which they could be applied with {fecurity
and effe&. The event proved that their

endeavours fully anfwered the intention of

the legiflature ; for in a {pace of time fcarcely

3 credible,
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eredible, confidence was Completely reftored,
money became plentiful, and the commifiion

was terminated with a profit to the public,

after every expence had been defrayed.

A moft unexpe&ed difcovery, however,
was the refult of this extraordinary meafure ;
namely, theveryext'enﬁveandimportanteﬁ’e&s
which may be produced from a cauie
comparatively trifling. The ¢irculations from
the Ait Bank, and from Holland, i 1772, |
were very large. Thofe from Lancafhire,
mentioned ' before, were, I think, to the '
4smount of about two millions: but it was
now found that the univerfal diftre(s in which
every part of the three kingdoms was
involved, dand even the Bank of England
itfelf, could be completely and eﬁ'e&ually
relieved by fo fmalla {um ds two millions one
hundred thoufand pounds fterling ; which was

ibout the amount of the Exchequer Bills
F iffued
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iffued on this im.portan,t occafion. A fingle
drop of oil (and the fum of two million one
hundred thoufand pounds, when compared
with the property and circulation of the
country, i1s no more than a drop) withheld
from the main {pring or pivot on which a

great machine turns, will diforder the whole.
It muft be evident that the Bank of England,

in its relative pofition with refpect to the
country, is, what I have defcribed before, a
pivot or centre; on which the general |
circulation depends ; and however important
in that refpect, may be removed or fubftituted,
without entailing the certain, pofitive

deftru&tion of the country.

- Thefedelicate fubje@s require inveftigation
at a period when the frenzy of temporary
diftrefs will catch at every ftraw for relief:
it has becn wurged with a degree of
plaufibility, ¢ Why not enable the Bank, by

€ means
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¢ means of an adequate additional capital, to
« fupply every demand which fhall arife from
b cpmmercia] diftrefs, and to face every

¢ florm ? or, * Why not eftablifh new and

« rival Banks for thofe purpofes "

To the firft I anfwer, the Proprietors of
Bank Stock will never confent to take upon
themfelves the expence and rifk of increafing
their capital, only becaufe great and unfore-
feen diftrefs has arifen to the public in the
beginning of 1793 and of 1797. They will
afk, how could fuch additional capital be
employed, and what profit would it produce
in the years 1794, 1795, and 1796 ? Nor
can the public expelt {uch exertions on the
part of the proprietors, when the fubject
comes to be thoroughly explained : efpecially
as the public may at all times relieve the
commerce, by reducing the amount of their
loans at the Bank, and their floating {fecurities

F 2 1n
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- in the market. I beg however to be under

ftood, that I am not an advocate for making
too great facrifices to what is called com-
mercial difcounts; becaufe 1 know, that
under fuch pretence, much of the accommo-
dation furnithed by the Bank, has been
abforbed occafionally by ftock-jobbers, and
improper {peculations. |

The fecond queftion requires fome expla-

' nation; and although a part of what I fhall

have to fay belongs more properly to the
bankruptcy, yet I will bring the whole into
one point of view, for the purpofe of pre-

ferving the fubje& entire, and alfo to avoid

repetitiong

An honorable Baronet, (Sir William
Pulteney) in a very able and ingenious {peech,
at the clofe of the laft {eflion of parliament,
urged the propriety and facility of eftablifhing

a rival
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o rival Bank, in cafe the Bank of England could
not reaffume their payments on 2 fixed day. 1

do not mean on this occafion to attempt o

anfwer his fpeech, but folely to point out thofe

obftacles, which, under the prefent circum-

ftances, in my humble opinion can not be fur-
mounted. I muft confefs that I do not confider
the Bank refufing to recommence their pay-

ments on any fixed day, to be fufficient ground

for a forfeiture of their charter. An enquiry

muft firt be made into the caufe of fuch
refufal; and, if it fhall be found = that
Government has been the real caufe of theu'
bankruptcy, however cu]pable ‘the Directors
may appear in the eyes of their conitituents,
yet the company are neither criminal nor
culpable ; and 1n fuch a cafe it would be the
heighth of injuftice for the public to deprive
them of their charter,---provided the Pro-
Prietors of Bank Stock do not, by approving

of the conduc of their DireCtors, make it
their own.

Suppofe,
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Suppofe, however, that a rival eftablifh-
ment fhould be permitted ; common juftice
requires, that the debt due from the public
to the company fhould be firft difcharged.
It amounts to near twelve millions, and is
lent to the public at an intereft of 3 per
cent. per annum, being 360,000l. If the
Proprietors, on receiving payment of their
capital, fhall inveft the fame in the 3 per

cent. conlols, 1t would amount to twenty-
four millions of capital, producing annually
~%720,c00l. The Proprietors probably would
not make any very ferious objections to fuch
an arrangement; but I doubt whether the
public would feel difpofed to pay fo enor-
mouily for an experiment only, or that the
Chancellor of the Exchequer would be very
much pleafed with an addition of 360,000l.
annual taxes, to the amount of what the

current fervice of the year requires.

2 But




But whether the prefent Bank remains ofr
retlres, no new eftablifhment can be fuffered
to enter the lifts, unlefs upon terms equally
advantageous to the public, and with powers
capable of performing equal fervice. It 1s
therefore fair to afk from whence, or by what
means, is fuch a combination to be formed ?
Can it be fuppofed that a real capital of twelve
millions can be raifed, in the firft inftance,
when it is known that the whole muft be lent
to Government at an intereft of 3 per cent.

per annum, thereby reducing the value of

their capital, at the market price, fix millions

fterling at one ftroke ? and 1 confefs that it is
beyond my fkill in arithmetic to calculate
the poffibility of profit under fuch circum-
ftances. I do not deny that fublcribers may
be found, of which we have an inftance in
the Air Bank, if the managers of the new
eftablithment will promife an accommodation

of 200l. for every 100l. fubfcribed ; namely,

100l.
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iool. to make good the fubfcription, and thé
fame fum for other purpofes; in fuch cafe,
indeed, there is no doubt but that fubfcribers

will appear in abundance.

It is proper for me to mention further,
that I differed eflentially in opinion from the
Honorable Baronet, in the principle for
which he contended. The difficulty arofe
from a want of coin or bullion : _paper was
i already too abundant; and meafures had been
| ad0pted to reduce the quantity; which were
' proceedmg gradually ind with fuccefs. The
old Bank could augment its paper ad infinitum,
if that was the object ; but the country was
{marting under its preflure, and called for a
redu¢tion. A new eitablifhment could not:
add one fingle guinea to thofe in circulation,
(and the diftrefs arofe folely from the want
of guineas) but could only increafe the
dificulty, and add fuel to the flame, by an

emiflion
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emifiion of more paper ; which muft bv"
degrees have led to a fecond bankruptcy,

before it was pof hible to furmount the

canfequences of the firft.

To the charter of the Bank of England this
country 1s indebted in a high degree for the
profperity fhe has enjoyed ; and to a claufe in

that charter, which prohibits any other

eftablithments of a fimilar defcription, Wwe

may look as to a fhleld to protect us acram{’c

2 LY S
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pro_]ec?cs, fuch as thofe of the South Sea; the
Miffiffippi, the Air Bank, &e. &e. Itought

to. prove a decifive anfwer to every new plan;
for an increafe of paper by means of a new
Bank,— that the Bank of England can, and
muft, ifTue to the full extent which the Circu=
lation of the country can fupport with fafety;
for their charter obliges them, and 1t 1s thear
intereft to do fo. Ifan addition is made by
the means of a hew eftablifhment, the paper

s
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of one, perhaps of both Banks, muit fuffer 4

depreciation, and cannot circulate at par.

Paper, as a circulating medium, is more
¢han convenient ; for in thefe enlightened
times it 1s neceffary, and even indifpenfable.
The difficulty arifes from the confequences

which refult from the fwo extremes: -<in the

cafe of too great an excefs, depreciation;
diftrefs and convulfion muft follow; but, if
too much curfailed, the exertion and induftry
of Jthe country is chilled, or palfied, and its
growing profperity thereby prevented. The
Bank of England, from: their central pofition,
are moft fortunately placed to form a correct
judgment on this fubject, and the amount of
their Notes in circulation will conftitute a
perfe&t barometer, refulting from long ex-

perience and practice.

Th_e
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The tranquillity, confidence, and general
profperity which fucceeded the firft fix |
months of the year 1793, and continued for
thofe of 1794, 17955 and part of 1790, was
wonderful ¢ during thofe periods 1t frequently
happened-that mongy could not be gmployed |
at an intereft of 4 per cent. pet annum. 1 |
have very little doubt about the caufes which
.produced this happy effe&, but their difcuffion
is unneceflary for the prefent : 1t is {fufficient
only to obferve, that money became {cdrce
towards the end of 1796, and that the Bank
ftopt payment in the beginning of 1797-

This very fudden tranfition from plenty to
{carcity, ﬁomfcarmty to | d{iﬂlﬁ\CfS, 3.141"d- ﬁ‘orﬁ
diftrefs to bankruptcy, could ariféwfrc‘)m no
common caufe :-,—'ind'éf:d all convulfions in the
circulation and commerce of every country
muft originate 1n the operations of govern-
ment, the plans of minifters, or inI the

G 2 miftaken
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miltaken views and erroneous meafures of’
thofe poffeffing the power of influencing
credit and circulation; for they are not
otherwife fufceptible of convulfion ; and if
left to themfelves, they will find their own

level, and flow in one uniform ftream. The

famous anfwer of the merchants of France, to
the minifter of Louis the XIVth, is often
quoted, and its truth univerfally acknow-
ledged, ¢ Let us alone.” It is in the mouth
of every minifter, but with a flight alteration,
‘*“ Let me alone ;’* by which means it is ufed
as a ladder to private ambition, or for fome
great political operation ; in both which cafes
the commerce and the country equally fuffer.
There 1s no doubt but that the prof perity of
the country 1s in a great meafure OWIng to its
flourithing trade; but deep refletion will
carry conviction to a ftrong mind, that the
commerce of every country will flourifh the
more, as it is preferved feparate and diftinét

from
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from minifterial plans of political arrange-
ment.  Every attempt to blend thefe
endangers the re(pectability and character of
the nation. ' How much more dignified
{hould we have appeared, for inftance, in the
eyes of Europe, if, in the condu& of the
prefent war, the moft prominent feature had

not been a purfuit of plunder.

When the French party was prevalent in
Holland, in the year 1787, the ambaflador,
(at the fuggeftion of the leaders of the party}
offered to the merchants, to make any
alterations for the purpofe of introducing
further commercial advantages into the
treaty between the two countries. Such
alterations would, no doubt, have furnifhed
materials for many fine declamatory {peeches;
but the merchants were too wife to be fo eafily
caught,---their anfwer was, ¢ Let the treaty

alone.”

My

R .
| S S
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My obje&, in making thefe remarks, and
which may be confidered as a digreffion from
the fubjed, is to flate diftin@ly, that when-
ever the hand .of power interferes in the
circulation or commerce of ‘the country, it

always proves injurious, and fometimes
deftructive.

| For the laft fix months of the year 1793,
- the whole of 1 794, and untilthe clofe of 179 55
- money was as plentiful as in time of peace;
but fome {light appearances begun then to

arife, Wthh were very much increafed in the
{pring of 1796 In former wars it had been
the pra&me of minifters to form a combination
of the moft refpeftable monied men, to
contract for the loan for the year ; under an
opinion, that as they poflefied the powers,
'they would fupport and carry through the
engagements they had undertaken to perform,

On this occafion a fet of gentlemen were

{elefted




[ & ]

fele@ed by the minifter, Who dld not poffe{‘s
thofe powers as they had recourfe ' to
Gll‘ClﬂatIOHS, operations on foreign places, and
other expedients, tO enable them !to make
good their payments ; which produced fome
. &ffe on the courfe of éxchange, but fhll;
fore on the rate of intereft in the country,
which “was foon pufhed ‘beyond ‘what  is
fiowed by law to be received ; as' the
merchants, manufacturers, &c. can pay no
fore than ¢ per 'cent. per annum, and as
iim')ney was hot to be obtained at that rate 1n
the Bank as a dermer refam‘ " In the mean
while the calm and conﬁdence which had
reigned {o long within the walls of the Bank,
was materially difturbed, in confequence of
the increafed amount of foreign {ubfidies, and
remittances to the continent, for the public
socount : thefe had increafed beyond the

capacity of the current circulating paper to

: | fupply,
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fupply, and therefore could ndt be méitéci
down in the courfe of the year, by means of
the balance of trade ; but muft be liquidated
with gold and filver alone. How far thofe
operations were condu¢ted with common
{kill and judgment, I will not attempt to
difcufs, but fhall confine myfelf folely to the
effets they have pfoduced; At firft; and
indeed for many months, the Bank ated in
{uch a manner as to fatisfy the public, and to
keep the country quiet ; but the demand for
‘guineas muft have been enormous : this will
foon be wunderftood from the {following
calculation of the profit to be obtained on
exporting them to ~Hamburgh, in the

months of January, February, and March,

1796.

The price of Gold abroad had advanced to
99% per ducat, which for 100 guineas makes

1402-~12

s
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{402--12 marks banco, and at the average

‘exchange of thofe months 32-3 18 L115 9 9 |

Deduc the coft as before 106 13 ©
T e Ty g 0

But as this was the higheft price, it may be

proper to quote the average of each month 1n

1790.

e

Exchange |Price of Gold Produces on |
in London. |in Hamburgh Exchange Profit

R

In January | 31--8| 97= | 3472 7
February | 32--8 | 99+ | 34710 6%
March  ]31--11L. 99 o 34--85 | 8%

|

With {uch documents in the pofleffion of
every foreign Merchant, there 1s no occafion
to afk a queftion either of the Minifter or of
the Bank: there muit exift fome forced
unufual operation, by which the country was
drained of its bullion, and of its coin, beyond
a poflibility of continuing for any length of

31 time ;
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‘time ; and this drain ‘wWas in a great degl‘ee
the Imperlal Loan, aided by forme other

collateral c1rcumf’cances

As the public attention was particularly
drawn to the Imperial Loan at the time, and
as 1t formed the prominent feature in the
remonftrances from the Bank, it has been
confidered as the fole caufe of the general
embarrafiment. I wifth therefore to explain,
that it was the magnitude of the fum, not
the é;fa';ptlon of ferv1ce, Wthh created the
dlf’ﬁpul“ty It muft be indifferent to the
country, if bullion is exported, to what fer-
vice it thall be applied ; butit is of infinite
importance, whether the magnitude of the
fum fhall exceed, or fall thort, of the balance
of trade. Whether money {o exported fhall
be applied to the payment of the Britith troops

in Germany, for the foreign expenditure of

fleets in the Mediterranean or Lifbon, or
whether
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whether it {hall be for an Imperial Loan, or
foreign {ubfidies, is exadly the fame to the
country ; for whilft the balance of trade 1is

favorable, the money muit return.

I do not mean to infinuate that foreign
loans, or that foreign expenditures, are fub-
- je&ts of -ndifference to the country ; they are
6 doubt clear unequivocal lofles, which the
calamity of war has produced ; but my en-
deavour is, to diftinguifh correctly the effect
which they produce on the general circu-
lating coin, when they exceed, or when they
&1 (hort of the balance of trade, It1sno
doubt moft ardently to be withed, that there
(hould be no occafion for the exportation of
bullion ; or in other words, that there thould
be perpetual peace ; but during war, one of
the moft effential fervices which commerce
can render for the aid and affiftance of the
pubﬁc, ‘s to furnith from that treafure which

H 2 the
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the balance of trade has contributed to
accumulate during peace, the gold and
filver which the exertions and exigencies of
the fate fhall require for their operations
abroad during the war. It is by fuch means
alone, that the political and commercial
powers have formed a combination of ftrength
both for offenfive and defenfive Operations_,
which has aftonithed Europe ; although from
the lavifh profufe manner in which they have

been applied, they have not always produced
their proper effect.

Tt was, therefore, not the nature or de-

feription of fervice, which rendéred the
Imperial Loan fo injurious; but fo many
drains on the bullion of the country exifted
previous thereto, and at the time, that the
addition of fuch an enormous fum produced
the moft pernicious confequences.  The
alarm of the Bank, and their remonftrances,

WETeE
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were well founded; and their fituation, if
fuch operations had continued, was pregnant
with real danger. They had ftruggled,
however, through the year 1796, and muit
finally have furmounted this diffiulty, as any
further Imperial Loan had been abandoned,
and the foreign exchange was turning in favor

of the country, when an event happened

which was decifive on the fate of the Bank.

After what has been mentioned, it may be
expected that the amount of the guineas in
their poflefiion muit have been reduced toa
low ebb, when the landing of a handful of
French troops created an inftantaneous general
alarm, and occafioned a demand for money,
to which neither gold nor filver in bullion

could be apphed as nothing would be ac-

Cepted but the cnculatmg coin of the country. |
Perfons of almoft every defcription caughti,

the alarm ; tradefmen, mechanics, and par-

ticularly

- WW"
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ticularly women and farmers, (to whom Iam
athamed to add many of a {uperior clafs and
rank)_ all wanted guineas, for the fole
purpofe of hoarding. In the year 1793,
when confidence in the Notes of Country
Banks, and in every other defcription of paper
had vanithed, thofe of the Bank of England
circulated with the utmoft freedom, and
without the {lighteft hefitation or doubt.
But on this occafion Bank Notes at firft were
confidered almoft as wafte paper, fo that it
was impoflible to fatisfy the timid and igno-

rant with any other payment but guineas.

If this event had happened before the Bank
had been drained for foreign {ervices, it might
" have produced a temporary effe&t only, which
they could have faced by means of their ufual
depofits, under a perfuafion that the caufe
would foon be removed, on finding that the

attempt on the part of the French was not
fupported.
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fupported. But it came at a moment when
their ftock of guineas was already too low,

and rendered the calumltous meafure towhich

they adverted, in my opinion, mdlwfﬁgenfabl,e.

S LA P g i

The demand for guineas ceafed, no doubt

not becaufe the defire of obtaining them had
abated, but becaufe the Bankers and Mer-
chants united firmly to fupport the Bank in
their refufal to iffue guineas, and to accept of
their Notes inftead thereof, asa circulating
medium. The caufe of the calamity origi-
nated in thofe drains which had previoufly
§“§ciﬁ¢d, to fuppiy “the foreign loans, and
fc;ei-gmﬁy {fervices, on behalf of Government,
and which had never been properly combined
with the capacity which the country pofiefled
to fupply them; but what produced the

crifis was, the landing of the French troops.

The timidity which appeared in many
very fenfible men, on that occafion, f{urprifed |

5 e
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" me much : they muft know the impoffibility
of obtaining a fum in guineas, in any degree
proportionable to their property ; as every
perfon had an equal right to be {upplied, and
would hoard as well as themielves. What-
ever fum they could obtain (as property, from
its nature, cannot bé entirely converted, but
is more or lefs fixed and immoveable) would

{erve only for a fhort time, when their general
property muft ferve at laft, for a purpofe to
which it is equally applicable from the firft;
namely, that of exchange or barter. If the
French could poffibly larid with an irrefiftable
force; 1if the Bank of England was
annihilated ; if the public debt followed,
accompanied with general confufion and
convulfion, fome order of things muft either
continue to exift, or foon be re-eﬁabli{hed:
we know from authority more than human,:

.. what followed even a f{tate of chaos. The

' circulating paper cannot be entirely deftroyed;
it
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it muft in every event preferve a certain
value : in the firft place, it muft liquidate, and
at par, a large mafs of engagements by a
mutual exchange, as thofe who hold a lﬂar'g‘é
fum in paper have generally a large fum to
- pay:ﬂthe balance Which refults, after {uch

liquidafion, will ftand, however, in a very |
different predicament, and depends altogether
on circumftances, but appears in fuch
numerous intricate points of view, as to
render a difcuflion impoffible; excepting
only that I cannot confider thofe balances,
even viewing them in their worft light, as of

no value.

Property muft always exift under every
government, and cannot be annihilated ; 1its
nominal value will vary confiderably ; but its
comparative value, although it may be
affected for atime byaccidental circumfitances,

will in the end be more or lefs the fame.

i - The
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The comparative advantage, therefore, of
any one defcription over apother, in cafes of
public convulfion, is at ll‘eaﬂ' very dubious,
and opens a wide field for opinion. It
depends, at the fame time, upon the
magnitude or value of fuch property : my
argument  applies chiefly to that which is
confiderable, for a fmall amount will admit of
managements of which even a few thoufand
pounds are not fufceptible. The depreciation
or annihilation of property, is however a very
different queftion; for in cafe of convul-
fion or general calamity, all muft, or ought
to f{uffer; many, or perhaps moft, will
endeavour to efcape; but perhaps this
is neither to the credit of their head
or their heart. I muft however add, that
whatever may be their intention, they cannot
fucceed except 1n a certain degree. To
explain my ideas more fully, on the fubje@cs of
paper and of property, I will beg leave to

{tate
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ftate the probabilities of an inveftment to the
amount of ten thoufand pounds, in the cafe
of an invafion, or even conqueft of the
country, by a foreign enemy, with a view to
‘the fecurity of the individual ; and for that
purpofe I will compare what I concelve to
be two oppofite extremes ; T mean wheat or
corn, with Bank of England Notes. The

fum of ten thoufand pounds, vefted 1n corn,

will form a mafs of confiderable bulk, and
cannot efcape the knowledge of the neigh-
bourhood ; it will no doubt preferve 1ts
comparative value more than any other
articley becaufe it is indifpenfable ; but in this
fuperiority confifts its difadvantage or danger:
for what relates to the neighbourhood, they
will pay for their purchafes by an exchange
of goods or labour, as far as their capacity
will permit, by a transfer of debts to a
certain extent ; and as the exchange and the
transfer cannot fuffice for the whole amount,

12 they
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they may perhaps offer in payment for what
remains the circulating medium of the time ;
for perfons in fuch fituations cannot be
poflefled of gold or filver. If the proprietor
accepts fuch payment, allobjections againft the
circulating medium vanifhes ; but as it 1s
probable the wealthy proprietor or farmer
~will refufe, the neighbourhood will not
{tarve, with the means of {ubfiftence 1n
view ; and then the common proverb may
be literally verified, that hunger will break
through ftone walls.  With regard to
invaders, or f{uppofe even that they are
conquerors, they would demand corn as well
as money ; and their requifitions would be
more irrefiftable for corn, which cannot be
concealed, than for articles which are lefs
bulky and more eafily kept from notice:
thefe circumftances are independent of fire,
and depreciation of quality. If it thall be

faid, that the objeions are againft the mals,
or
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or amount, and not to the. article, I muit
anfwer, that the effeCt will be the fame,
whether corn is withheld by one or by
twenty perfons. Its being withheld produces

the confequences; in the firft place againit
the large maffes, but finally againit all ; and
the fame argument will apply againft holding

a ftock of any article of f{uperior ufe or

neceflity for the public, 1n cafes of convulfion

and danger.

The circum{tances which would attend the
Notes of the Bank of England do not require
fo much detail. Under every fituation of
calamity, convulfion, or invafion, moft of the

gold and filver would difappear, an1 {fome-
thing muft be fubftituted. In fuch a predica-
" ment what fubftitute can equal the paper of

the Bank of England? the extent being {o
moderate, compared to the circulation of the
country, and iffuing totally independent of

g the
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the Government. It would even be for the
intereft of an invading enemy to fupport a
Bank fo eftablithed; for by deftroying it
they would deprive themfelves of the m ean
of drawing any advantage for a long period
from a conqueft. When the French took
pofleflion of Amfterdam, they were wife
enough not to touch the Bank ; and Bank
money at Amfterdam is worth much more
fince that invafion, than it was before.
Iam therefore difpofed to think it pofiible,
that even in fuch an event as is now ftated by
way of fuppofition, paper of this defcription,
inftead of being the worft, would prove the

beft fecurity in which property could be
invefted. At all events, a wheat ftack may

be confumed by fire, and the whole of the
capital loft; but fomething muft attach, in
my opinion, to a Bank Note in the worit of
times, fo long as the independence of the

Bank on Government thall be preferved, and
 that
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that their paper in circulation doth not much

exceed its prefent amount.

If I have explained my meaning, and am "
founded in my arguments, it will appear that
convulfion will not operate partially, but
generally upon property ; and that the pre-
cipitancy with which one defcription of
property is rejected, in preference to another,
is not likely to produce the defired effect ;
but that all or moft will have their compara-
tive value. Perhaps it- may illuftrate this
point ftill more, by obferving, that if my
neighbour, who is worth 50,000l fhall be
reduced to 2t,000l. whilft my fortune of
10,000l. is reduced to goool. and that the
fortune of every perfon is reduced in the
fame proportion, our comparatwe fituations
will be the fame, and we fhould enjoy the
comforts and luxuries of life in the fame
degree. In fhort property of every defcrip-

tion,
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fion, land, corn, paper, &c. &c. all muft
fuffer under a general convulfion; a part,
more or lefs of each, will no doubt be loft ;

but a part of each muft alfo remain.

If I entertain a favorable opinion of the
paper of the Bank of England, it is na-
tural that I thould wifh to {ee every endea-
vour ufed to ﬁrengmen t‘we general conﬁdence,
and to protect it againtt the poflibility of
deorec1at10n ; and althouorh I am perfuaded
that in cafe of abfolute neceflity the country
could exift and profper without the Bank ;
yet, fo long as it can be maintained, and
enjoy a well-founded confidence, the prof-
perity of the country will increafe far more
rapidly and extenfively ; at the fame time,
the eafe and accommodation which accom~ |

pany it muft contribute very Inuch to

internal tranquillity.

Independent
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Independent of mlfmanafrement the Bank

may {uffer from the followm g caufes :

Convulﬁons in Country Banks, _ and country

mrculatlon, by which means too great and

fudden a demand may arife, fimilar to that of

179 3>

Aninvafion by the enemy producing general
alarm.

"Too large an export to the Contment of its
bulhon ‘or coin, for fore1gn fubfidies or

T RS

ferv1ces..
An improper influence of Government.

There are, no doubt, other circumi{tances
of lefs importance, which either by diret or
indire& means will produce an eflet on the
Bank, but they are not applicable to the

K prefent
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prefent moment, or they would require too

much detail to inveftigate and explain; and

at all events they cannot apply to fhake the
confidence due to the Bank.

The firft and third points have been already
explained, and a remedy in part only has
been propoied for the firft. When the
bankruptcy took place, and which I have no
doubt was brought toa crifis by the trifling
and contemptible circumftance already men-
tioned, the legiflature thought proper to
{creen the Government, who were the caufe,
in confequence of the previous drains en the
country for foreign fervices ; and the Bank,
who were the defaulters, by makmg Bank
Notes a legal tender as far as related to them—
fé'i;e._, But the bl amelefs fuﬁermg public
rwere deprlveu of fuch a fhleld thofe Notes

were not a 1e0'al tender between individuals,

who were given to underftand, that if they

wEere
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were compelled to have recourfe to a court
of law, by means of {ophiftry and quibbling,
they fthould have---not relief---but fome-
thmcr which was never dlf’cm&ly explamed
as it never was corre&ly underf’cood Con-
| ﬁdem,e in the Bank, hcwever, bas fumpned
the want of legal protection ; and it may now
be afked, what detriment or inconvenience
could have arifen, if the Notes had been
made a lef‘-al tender for all > It is a miferable
fabtelfuge to fuppofe, ‘that by f{uch an
arrangement the difgrace could be palliated,
or the word bankruptcy be evaded. In all
great movements, whether in mechanics or
governments, or even In the intercourfe of
nations, the more fimple, general, and in-
telligible the principle, the greater 1s the
power, and the more certain 1s the effe&t.
On {uch an occafion, it ought to have been
one common caufe, of Government, Bank,

and people ; there could have been but one

K 2 opinion,
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opinion, as there was but one intereft. The
diftin&ion was unjuft and invidious, whilft
the event has proved that it was wholly

unneceflary.

The ﬁtuatlon of the Bank is nOw totally
‘altered in confequence of the very high
courfe of exchange with Hamburgh, which
~ has produced a prod1g10us influx of gold and‘

ﬁlver, whilft the panic has fubﬁded and

——— i

conﬁdence‘ is generally reftored. In this
prpdlcament it merits ferlous confideration
what ought to be done in regard to the a& of

parliament which will foon expire. Whether
it thould be fuffered to expirer Whether 1t

..fhall be renewed ?  Or, whether it fhall be

continued with alterations? And from the
moft mature confideration I am capable of
giving to the {ubjedt, I am induced to prefer

the laft, namely, that Bank Notes fhould be

made a legal tender generally, durmrr the
prefent
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prefent war, under reftricions which I fhall ‘

mention hereafter.

My chief reafon is, that credit ought never
to be {ubject to convulﬁons a Change even
:ﬁ'om oood to better ought not to be made,
until there is almoft a certainty of maintaining
and prefervmg it in that pofition ; for a re~
trogade motion 1n pubhc credit is productive
of confequences which are incalculable.
With this principle in view, I am averfe to
the Bank re aﬂummg their payments gene-

ally durmor the war, whﬂf’c there 1S a poﬁi-
b1hty of thev' bemo obhged t,o fufpend them

Again.

We have expenenced the confequences of
the landing of only 1200 French; and an

enemy will avail themfelves of every circum-

ftance which can produce an alarm, 1 have

read
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read and converfed with foreigners at niany
different periods of my life, on the fubje& of
invafion ; and although young men will
recommend and hazard every thing for the
chance of perfonal fame ; yet I have been
always imprefled with an idea, that the
judgment ofthe fobey-mrinded, and particularly
the f{cientific experienced men, always had
two objelts in view, namel- y, the poffibility of
fuccefs; but in cafeof mlﬂarﬂme the danger-
ous effet an attempt 1..;15}** produce on the
Bank of England, in confequence of fpreading
a general alarm. And admitting always the
impofhbility of making a ferious impreflion
on the country, it is an objet of real
impertance to guard againit the confufion (in
pecuniary concerns) which muft refult from
the attempt, unlefs the Bank fhall be
protected in the manner I have propofed.

It .1s i vain to treat the confequences of

an

_—
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an alarm as chimerical, when fo many
defcriptions of perfons poffefs property
which exceeds in value the total amount
of the circulating coin of the country.
For inftance; the farmers, who have grown
rich by the war, and hold more Cif~
culating paper than any other defcription
of perfons, and which confiils, in a great
dégree, of the Notes of the Country Banks
at prefent: but the farmers have been
diftinguithed for taking the lead in cafes of
alarm. Itis dnneceﬂhry to enumerate, or to
enter into further’ details, as every well-
informed perfon muft be capable of judging

25
on this point.

We have alfo found by experience, that no
mconvemence can arife to mdwzdua}s, or the 3
public; for every perfon can procure with
eafe, as much gold coin as he wants to fupply

every
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E:Very common purpofe At the farne tlme 4

power to withhold need not prevent the
Bank from 1ﬁ’umg as much coin as may be
wanted, although it ought not to be iffued
with too liberal a hand, from the certainty of
its bemg hoarded fora time,on the appearance

of the moft trifling alarm.

¢ If this principle is adopted, and the conduct

of the Directors fhall be pure and corre&, I
am fatisfied that it will promote confidence,
as it muft alfo increafe the fecurity of their
Notes. But as the Directors are men, and of
courfe fallible, it will be dangerous in.the
extreme to truft them with fuch power, \ &
without fome efficient check and controul.
They may, for the advantage of the
proprietors, mcreafe theu circulating paper
without bounds. Or, they may, underthe
influence of the minifter, enter into loans or
engagements beyond what the general fecurity

3 and




e

T R Rl e it e SR

[ & |
and fafety can juftify. Thele objects can

only be attained by limiting the amount to

- which the company fhall be permitted to

iffue their Notes, and which, as obferved
before, ought not much to exceed the
amount of what is at prefent in mrculatxon
The precife fum, and the regulatlons which |
are requifite, muft be the refult of mature :
confideration, and of prattical knowledge ;
and which will not be difficult to arrange, if
the principle fhall be admitted.

I am aware of all the objections which can
be urged againft the making paper of any
defcription a legal tender; and I {hould have
been forward in 0pp0ﬁt10n to every {uch plan

or pr0p_ofal, if the Bank had not already

ftopped payment. But whilft we have fuf- |

fered the difgrace, no ferious bad confequences
have arifen; yet, if the fame difgrace fhall |
happen a fecond time, we may not be equally

L fortunate
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fortunate with regard to the confequences.
I defire, however, to be underftood, that I
do not recommend GOVernm'erit_ pap‘er of any
defcription as a circulating medium ; between
that, and the paper of a corporate, mdepen-a
dent, refponfible Company, there is a wide

difference, a long interval indeed.

The Exchequer Bills of Government never
can circulate, and never will be taken as a
medium, becaufe the pubhc never can rely
on the amount bemg confined W1th1n proper
bounds. So long as they are paid, or can be
abforbed in the revenue, foon after they
become due, they are of ufe to the Executive
Government, and a benefit to the public.
But when the amount exceeds the means of
liquidation, they become a dead Weight and
clog every channel of the oeneral circulation

in {fuch a manner as to compel the Miniter to

reduce them once more within proper bounds.

If
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If this were not the cafe, Exchequer Bills

and Affignats would be fynonimous terms,

and ultimately experience the fame fate.
The Affignats iffued originally under a plan
and promife for their gradual extinction, but
when it was found that they continued to

iffue, to an amount far beyond what was

~extinguifhed, the difcount bore a proportion

to that amount, and finally fwallowed up the
principal.

I never could underftand the reafon for
the clamor that was raifed, and the philippics
that were pronounced in this country againit
affignats. - We were induced to {uppofe,
from what we heard and read, that the
deftru¢tion of  affignats in France was
neceflary for the falvation of Europe. I
confefs that it always appeared to me thofe
advocates totally miftook their obje&, which |
I prefume was,. to diftrefs France by every

A pofiible
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pofiible means. They ought (I mean upon

their principles) to have ufed every endeavour
to encourage and fupport the affignats in
France ; becaufe they would -theréby have
entailed an enormous debt on the country,
for which taxes muft have been impofed,
foon or late, to defray the intereft. What a
fituation the two countries would have been
in, if peace could have been made, leaving
the affignats in exiftence, with a difcount of
feventy or eighty per cent? thereby intailing
upon the country the neceffity of impofing
taxes fufficient to pay the intereft, and of
courfe augmenting the price of labeur in 2
proportionable degree. At prefent the debt
of France is trifling, and the taxes, when
peace comes, will fearcely affe@ the price of
labour ; whilft our own taxes, for the purpofe
of defraying the intereft alone, will amount to
full thirty fhillings for every head ; and which
for every labourer, who generally pays for

many
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many others befides himfelf, cannot be lefs
than three or four times that fum. It may
be very eafily. faid, that the French would
at all events have availed themfelves of a
{punge at the clofe of the war ; but experi-
ence authorifes me to reply, that Republics
are diﬁinguifh{ed for preferving their faith
towards the public creditor ; and the conduct
of the French on this occafion will juftify it,
for they made long, unremitting exertions,
to fupport the credit of their affignats, thro’
various adminiftrations of moderantifim and
terror ; nor did they abandon them, until
every ftruggle had been made, and that there
was a decided incapacity in the country to
pay or to circulate. Iknow very well, that
the magnitude of the public debt is not decifive
on the fate of any country, but the price of
labor is the leading prominent feature, where
fo much depends on foreign commerce for

the {upport of that debt. ' At this moment

no
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no judgment can be formed, as we muft con
clude the war before any comparifon can be
made of our relative fituations. The profpe&
is no doubt gloomy in the extreme, and the
change may be aggravated from the extent of
our prefent trade, which is temporary, and
cannot, by any contrivance, be preferved after

peace.

Amongft many other expedients to pro-
mote the circulation of affignats in France,
when they bore a large difcount ; one was,
to fix the price of provifions, and every article
at which the feller fhould be compelled to
receive thofe affignats in payment, and which
was called the law of the maximum. So long
as the real difcount on the affignats bore a
tolerable proportion to the maximum price
fixed on the provifions, all went on {mooth
and well ; but when the difcount advanced,
the provifions difappeared, and which was

5 the
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chief caufe of the diftrefs and famine which

prevailed in that country.

The fame fate will infallibly attend all
government paper, Or paper of any defcrip-
tion, whether ExcheQUer Bills, or Bank
Notes, which may be iflued beyond a capacity
in the circulation of the country, to receive
atpalf.p Not even the terror of Robefpierre
could induce the farmers or graziers to fell
corn and meat at the nominal price of the
aflignats: in a very fhort time, notwithftand-
ing the dread of the guillotine, two prices
were eftablithed by univerfal practice, the
one for money, the other for aflignats; the
interval, however, had been dreadful, having

produced real diftrefs and famine.

I think it will be fuperflous to add more,
for the purpofe of explaining the difference
between government paper, which may be

iffued
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iffued ad lbitum, and that of the Bank of
England; as a ju&iﬁcation of the opinion I
entertain, that the latter (under fatisfattory
reftrictions) may be made a legal tender during
the war, or at leaft under the prefent ex-
ifting circumftances. It will not be {ufficient
however to fay with Sir Thomas More,
(on a very different occafion) crede guod habes
et habes. 'The grounds on which confidence
can be expe&ted to reft muft be fully ex-
plained, perfe¢tly underftood, and prove
equally and generally fatisfattory.

I have therefore to propofe, that the
principle on which Country Banks are
eftablithed, fhould be taken into confidera-

tion ; for the purpofe of preventing, as far

as the nature of the cafe will permit, fuch
convulfions as .happened to commercial

credit and the circulation of the country 1in

the year 1793.
Jhat
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That with a view to guard againft a return
of the fhock, which happened in the
beginning of the prefent year 1797 the
Notes of the Bank of England | thould be made
a legal tender during the war, or for fuch a
perlod as fhall be deemed moPc proper, under

certain regulations and reftrictions.

But if the legiflature fhall repofe fo much
confidennce in the Bank; or even if the

prefent act of parliament {hall be continued,

~ the Bank fhould be ref’cramed and hmlted in

the amount for Wthh thelr Notes {hall be___ﬁ
iflued, as a fecunty to the pubhe with regard

to the prlvate intereft of the Bank, and alfo

to prevent their becoming, either d1r_e_£’cly or
indirecly, the means of introducing Govern-
ment paper as. the ._Ci__l."(;ula.ting,,.medi_u.;_n of

the eountry.
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