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PART 11
MERCANTILISM AS A SYSTEM OF POWER



THE ESSENCE OF THE SYSTEM OF POWER

State interest

It is natural to consider mercantilism as the economic system of
nationalism. This conception is also elaborated by Edgar Furniss
in The Position of the Laborer in a System of Nationalism (1920},
one of the most closely reasoned expositions of the subject. And
to the extent that mercantilism showed indifference towards
anything unrelated to its own country, the view is substantiated.
In principle and in practice it denied all those universalist
factors sach as the church and the empire which had fashioned
medieval society. I the mercantilist concentrated on encouraging
the sale and consumption abroad of native products, he was not
thinking of the well-being of foreign consumers, but in accord-
ance with his general approach to the situation, he saw in it an
advantage f» his own country. To this extent one is perfectly
justified in considering mercantilism as a nationalist system,

It must, however, be pointed out that this approach does not
lead to any fundamental explanation of the essence of mer-
cantilism. Its peculiarities are revealed when compared with the
doctrines of free trade as first enunciated by Hume and later
elaborated theoretically by Ricardo. From certain points of view,
free trade provides the strictest contrast with mercantilism. But
paradoxical as it may seem, free trade on its first premises was

ERRATA
11, 13.

Insert footnote number 1 after Chapter title,
Delete row of asterisks.
Substitute footnete: —

1. The present chapter has been largely re-written on the basis of 2
criticism of the original chaptcr% Professor Jacob Viner in his
essay “‘Power versus Plenty as Objectives of Foreign Policy in
the Seventeenth and Eightcenth Centuries”. (World Politics 1,
1948, 1-29), This article will be discussed in detail later. See
betow 11, 359 ff., Addendum, para, 1.

11, 450,
Entry under Viner, I, After 18th centuries delete 235,



14 MERCANTILISM AS A SYSTEM OF POWER

Had it been otherwise their views would obviously not have had
much prospect of success in any country, and certainly not in
England. This outlook was expressed in Hume’s essay on Jealousy
of Trade (1752), which contains his definitive judgment on
mercantilist commercial policy. The conclusion to the essay runs
as follows: "I shall therefore venture to acknowledge, that net
only as & man, but as a British subject, 1 pray for the flourishing com-
merce of Germany, Spain, Italy, and even France itself. I am at
Teast certain, that Great Britain, and all those nations, would
flourish more, did their sovereigns and ministers adopt such
enlarged and benevolent sentiments towards each other.”"t

The interests of the native country were the deciding factor in
determining policy both under free trade and under mercantilism.
The differences between the two lay in another direction.

It is only when we come to the question of what constitutes
the national interest that we arrive at something concrete. Most
discussions on nationalism and national problems are obscured
through the lack of theoretical clarity on this point.

In attempting an analysis of mercantilism on these lines, it
must be admitted at the outset that thc economic eminence of
their respective countries was emphasized by English and French
writers, often in the most exaggerated and grandiloquent manner.
Nevertheless it appears to me that the expressions '‘nationalism”
and “national considerations’ are 1naptiy foisted on mercauntilism.
There is something in the expression “nationalism™ which, in
my opiniton, is later than mercantilism. Nationalism is a child of
18th and 1gth-century romanticists, an outcome of the belief in
the predetermined natural peculiarities and individual destuny
of nations. Such ideas were almost entirely alien to peoples of
the 16th and 17th centuries. The collective entity to them was
not a nation unified by common race, speech, and customs: the
only decisive factor for them was the state. In most cases the state
concerned included many varied national clements, and it was
considered possible to deal tolerantly with these national and
linguistic dissimilarities so long as they did nol conflict with the
interests of the state. Extremely typical of this are the Swedish
parliamentary 1yth-century records of the deliberations of the
House of Nobles, the first of the four Estates constituting the
Swedish Parliarnent until 1866. It follows from these records that
speeches were made in Parliament both in German and Dutch;

! Hume, Essaps Moral, Political and Literary, Part 2, No. 6: Of the Jealousy
of Trade {ed. T. H. Green and T. H. Grose, Lond., 1898, 1 348). The italics
are mine.



THE ESSENCE OF THE SYSTEM OF POWER 15

and the secretaries of the House of Nobles showed no hesitation
in reproducing them in the language in which they were made.
To bring out the contrast, we may imagine how a modern
representative assembly would react if a member used any other
but the native tongue and if such speeches were recorded in the
minutes. Mercantilism was the exponent of the prevailing con-
ception of the relationship between the state and nation in the
period before the advent of romanticism. It was the state and not
the nation which absorbed its attention.

‘To put the casc in this manner at once throws more light on
the attitude of mercantilism to organized society. The state must
have one outstanding intercst, an interest which is the basis for
all 1ts other activities. What distinguishes the state from all
other social institutions is the fact that, by its very nature, it is
a compulsory corporation or, at least in the last instance, has the
final word on the exercise of force in society ; it has the ‘‘authority
of authorities” (Kompetenz-kompetenz), to borrow the terminology
of that eminent German constitutional jurist, Jellinek. Power
must therefore be the first interest of the state, which it cannot
resign without denying its own cxistence. La raison d’dtai—the
history of which since Machiavelli, its modern starting-point,
has heen described by Friedrich Meinccke in his book Die fdee
der Staatsrason in der neueren Geschichle (1924)—is simply the claim
of the state that regard for its p wer must, if necessary,
precede all other considerations.

Mercantilism would stmilarly have had all economic activity
subscrvient to the state’s interest in power. Here we have a parallel
to the ideas put forward in the first part: mercantilist efforts
at unification cndeavour {o sccure the state’s power trfernally
against particularist institutions, and the questio. here is the
external power of the state in relation to other states.

Kceping in mind that the state cannot dispense with its external
power if there is no guaranteed super-state juridical system, it
is only natural that all social forces must when necessary either
serve or give precedence to the interests of the state. That economic
activity should be made subservient to it is thus not peculiar
to that period. Consequently we have not yet penetrated to the
root of the problem, two the actual peculiarities of mercantilism,

It is true that several mercantilists considered it an exclusive
feature of their times that intercst ir power should be applied
to the economic sphere. Cunningham was thus able to find
support in contemporary statements when he represented mer-
cantilism as an economic system of power par préférence. Bacon,
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in his history of Henry VII, has a very characteristic passage
on this point (1621/22) : “The King also, having care to make his
realm potent, as well by sea as by land, for the better main-
tenance of the navy, ordained, ‘That wines and woads from the
parts of Gascoign and Languedoc, should not be brought but in
English bottoms,” bowing the ancient policy of this estate, from
consideration of plenty to consideration of power.”

But still it may be asserted that, on this point, mercantilism
was not fundamentally different from the policy which was later
to supersede it. This is particularly clear in the remarks of Adam
Smith. He showed himself in profound agreement with measures
precisely in the sphere of the policy of power, which, in view of
his general attitude, would not on other grounds have met with
his approval. Best known is his judgment on the Navigation
Acts. He not only gave these laws his explicit approbation, but
even called them “‘perhaps the wisest of all the cominercial
regulations of England”, indeed, giving as a reason his clear
opinion that “defence is of much more importance than opulence”.
In spite of the fact that many clauses in the Acts were actuated
by purely national feelings, they appeared to him to be ““as wise
as if they had been dictated by the profoundest wisdom’. Nor did
Adam Smith confine himself to this, which he considered the
most important instance. In another connection he writes: “If
any particular manufacture was necessary, indeed, for the defence
of the socicty, it might not always be prudent to depend upon
our neighbours for the supply; and if such manufacture could
not otherwise be supported at home, it might not be unreasonable
that all the other branches of industry should be taxed in order
to support it.”” No one could have made it clearer that cconomic
activity ought to be subordinated to the state’s striving for
external power.?

*The analysis must therefore be carried a stage further if we
are to arrive at any understanding of the features peculiar 1o
mercantilism in its attitude towards the state’s striving for power.
The most vital aspect of the problem is whether power is (on-
ceived as an end in itself, or only as a means for gaining something
else, such as the well-being of the nation in this world or its
everlasting salvation in the next.

* Bacon, The Hustory of the Regn of King Henry the Seventh (Works, Lond.
1803, V' 63).—Adam Smith, Wealth of Nafions, Book 4, chaps. g & 5 fed.
Cannan, I 427 IT,, 11 23) ; similarly his attitude to bounties on fisheriex, which
had his qualified approval on principle, although he did net bike the manner
in which they were applied in practice.

* See below 11 35063, dddundinm &1.
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Even though there is not always a clear line of demarcation
between these two conceptions, there can be no doubt that an
essential distinction is discernible here, a distinction which had
its reaetions on all aspects of the problem. Adam Smith’s argu-
ment was undoubtedly that the endeavours towards opulence
must make such sacrifices as security demanded. For him, power
was certainly only a means to the end, as can be seen clearly
enough from the title of his book, and {rom the rare and almost
insignificant exceptions to the general rule which he permits
[or the sake of defence. Mercantilists usually helicved the reverse,
and mercantilism as a system of power was thus primarily a
system for forcing economic policy into the service of power as
an end in itself. T'o some extent means and ends changed places.

With that epigrammatic touch of which he was so fond,
Colbert expressed the principles of his policy in a letter to his
cousin, the Intendant at the naval base of Rochefort {1666).
“Trade,” he wrote, ““Is the source of [public] finance and [public]
finance is the vital nerve of war.” In this passing remark, Colbert
indicates rlearly the relationship between means and ends.
The end was war, and essential to its purpose was a healthy
state of finance, which in turn presupposed an active and vital
economic system. This statement of opinion rcally expressed
Colbert’s fundamental outlook, as may be seen in the whole of
his work, which was most emphatically directed to sabjecting
economic forces to Louis X1V’s military policy. The well-known
antagonism bctween Colbert and Louvois did not arise on the
question of whether the development of external power should be
the state’s highest ambition, but on how far the financial resources
for developing this power should be frittered away in premature
military adventures instead of being allowed to mature. Colbert's
memorandum of advice to Louis XTIV of the year 1664, even
though not so lucid as his above observation, is another Hllustration
of his attitude. He explained that it was essential to the lofty
ambitions which the king set himself *“to limit all the industrial
activity of Your subjects, as far as possible, to such professions as
may be of use in furthering these great aims, that is to agriculture,
trade {les marchandises, i.e., trade and manufacture), war at sea and
on land”. Everything ¢lse ought to disappear. The utterances upon
the measures to be taken in actual contingencies reiveal this
attitude even more clearly than do ti. - general statements. Into
these, too, Colbert crams considerable information.

Colbert was thoroughly convinced that the eagerness of the
Dutch to fetch goods from the countries of origin and ‘“‘to acquire
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the trade of the whole world into their own hands . . . and
to rob other nations of the same’ had political motives. On the
question of whether France should choose England or Holand
for an ally, Colbert went on to say: “Upon this they base the
principal doctrine of their government, knowing full well that
if they but have the mastery of trade, their powers will con-
tinually wax on land and sea and will make them so mighty
that they will be able to set up as arbiters of peace and war in
Europe and set bounds at their pleasure to the justice and all the
plans of princes.” Two years laier Colbert wrote to the French
ambassador in The Hague: “It is certain that their whole power
has hitherto consisted in trade; if we could manage their trade,
they might find it more difficult in the future to carry out their
preparations for war than they have hitherto done.”

This conception of Dutch progress and its reasons and motives
was naturally dependent on Colbert’s views of France’s own
policy. They arc best expressed in a memorandum on the finances
of the country prepared for the king in 16y0. The following
extract illustrates his view on the relationship between economic
matters and questions of policy: “It seems as if Your Majesty,
having taken in hand the administration of your finances, has
undertaken a monetary war against all European states. Your
Majesty has already conquered Spain, Italy, Germany, England,
and several other countries, and has forced them into great
misery and poverty. At their expense Your Majesty has waxed
rich and so acquired the means of carrying out the many great
works Your Majesty has undertaken and still daily undertakes.
There remains only Holland, which sull struggles with all its
great power. . . . Your Majesty has founded companies which
attack them {the Dutch) everywhere like armies. The manu-
factures, the shipping canal between the seas, and so many other
new cstabbshments which Your Majesty sets up are so many
reserve corps which Your Majesty creates from nothing in order
that they may fulfil their duty in this war. . . . This war, which
must be waged with might and main, and in which the most
powerful republic since the Roman Empire is the price of victory,
cannot ceasc so soon, or rather it must engage Your Majesty’s
chief attention during the whole of Your life.” Ending the
memorandum with a budget estimate, Colbert was so obsessed
with the importance of his commercial creations that he lowered
the claim for direct military needs by a tetal of eleven million
livres, while he increased the amount for trading companies by one
million—for it was they, in reality, which in Colbert’s mind
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constituted the armies in the most important war. Even after the
military war with the Netherlands in 1679, he wrote to one of
his intendants that Marseilles was ““a city which must he employed
in a constant trading war against all foreign commercial cities.”*
It may perhaps be thought that all this proves very little, in
so far as the minister of finance of the most ambitious rnonarch
of the time simply had te make a virtue of necessity, and that
his remarks cannot therefore be considered a reliable index of
the prevalent opinion of the age, or indced of his own personal
opinion. It is certainly true that no statesman of the time was so
bard pressed to create means for military and other political
expenditure as Colbert, and it is no exaggeration to say that
the enormous eflort which the situation required of him shortened
his life. But the examples quoted are cvidence that his outlook
was deep-rooted ; and, moreover, it was shared hy many others
who, unlike him, were not weighed down by a politival burden
of the same magnitude and could therefore express *heir opintons
with greater frecdom. A few examples will illustrate the point.
First it is clear that such tendencies as those of Colbert must
have producoi similar tendencies in other places even where
they had nou hitherto existed. In a memorandum on a com-
mission on trade taken from the papers of Lord Shaftesbury, the
most highly gifted among contemporary Fnglish statesmen, we
read “that which makes the Consideration of Trade of far greater
import now than ever is that the Intercst of Commerce, though
formerly neglected, is of late years Become an Express Affair of
State as well with the French as with the Hollander and Swede.
And becausc it is understood by latter experience to be more
Conducing towards an universal Monarchy {either for the gaining
or preventing of it) then either an Army or Territuy, though
never so great, of which Instances out of several kingdoms might
easily be Produced, In regard It is Trade and Cou.nmerce alone
that draweth store of wealth along with it and its Potency at sca
By shlppmg which is not otherwise to be had.”” That is Colbert’s
own opinion cxpressed from the other side. Significant, too, is a
statement from the same period {1668} of the Duke of York,
later James I1, quoted by Samuel Pepys, in whose presence it
was made. The discussion turned on Turenne's prospects, after
he had wurned Catholic, of hecoming more powerful than Col-
bert, “the latter to promote trade and the sea, which, says the
Duke of York, is that that we have most cause to fear’’. Thus
Turenne’s military successes were obviously considered less

¥ Letires de Colbert U 1 1 37, VI 3. 264, Il 610, VII 250-4. II 706 resp.
* See below [1 963-4, Addendum §..
Vo 11 2
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important by comparison. A very similar remark is ascribed to
Napoleon, the most important representative of the economic
policy of power. He is said to have remarked to Oberkampf, the
founder of the French cotton industry, during the time of the
Continental System: “We both are fighting the English, but
yours is the better war,”**

It is interesting, however, to consider the customary explanation
of the unbroken interest in econdmic advantage shown during the
mercantilist era. Viper's essay, quoted above, provides a battery
of quotations in which power, commmerce and plenty make up the
combined aim for economic activity, I find this evidence con-
vincing. Yet, one must not neglect the many instances in which
the welfare of subjects has heen <een as the indispensable hasis
for the power of the state, statements maintaining the opposite
causal relationship being rare. Bucon’s reasoning in this matter
s considered in Addendum  §r1, and other expressions, less
noteworthy though perhaps more representative, may be added
herc. Several ohservations {rom the mid-16th century typity
this attitude, for instance, the execrable but representative
poem by Sir William Forrest entitled Pleasaunt Poesye of Princelie
Practise :

*“That Kynge (bec sure) can necauer bee poore;
wheare as his Commons lyuethe welthelye ™

The Discourse of the Common Weal of this Realm of England, ascribed
to John Hales, contains one section entitled “How the King can
not have trcasure when his subjects have none”. In precisely
the same way the Trench tailor-statesman Barthélemy de
Laffemas, the commercial adviser of Henry IV, wrote 1n 1601 :
“A king is never rich when his subjects are poor.”

In the German cameralist literature, this point of view was
sitnply overwhelming. Indeed the task of the cameralists con-
sisted in flling the ‘““chamber” of the prince, in other words,
they were to ensure that the sources of his income did not rua
dry. Even in a comparatively modern representative of this huge
band, Wilhelm wvon Schrotter {Schrider), who was stongly
influenced by western Europe, this attitude is to be found in
its pure form. In his work Furstliche Schatz- und Rent-Cammer (1686)
he wrote: “Therefore must a prince first procure for his subjects

* Shaftesbury: Quot. Beer, The Old Colonial System 166o-:754 {N.Y. 1912)
I:1 242 f.—Duke of York : Pepys, Dhary, 20 December 1668 (ed. H. B. Wheatley,
Lond. 1924, VIII 184).—Napoleon: Levasseur, Fistoire des classes guvridres e
de l'industrie en France de 1789 d 1870 1 (Paris 1903) 421.

* See below 11 404, Addendum §4.
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a good livelihood if he will take anything from them.” The second
was the reason for the first. According to Schrétter a special
council, “highest and absolute” (summum et absolutum), should bhe
created independent of all others to deal with the prince’s
revenues. The means of filling the state treasury, which was the
end, consisted in the orthodox method of seeking revenue in the
riches of the subject and a great circulation of money or capital.
A later publisher of von Schrétter placed as a motto on the title-
page of the book the picture of a sheep-shearing, and added the
following verse, which though it has wrongly been ascribed to
Schrotter himself, expresses his point of view by no means
inadequately :

Useth the wise prince thus his flock,

Well will they live, and wool shall he stock,
But let him strip its fell forthwith,

No future profit doth it give.$

This drastic outlook—comparing a nation to a flock of sheep
which is shorn for the benefit of the prince—might appear
charactenstic ot the adviser of a German absolutist prince; but
as a matter of fact, it is not at all foreign to the mercantilist
doctrines of western European countries, and von Schrotter had a
forerunner in Thomas Mun (England’s Treasure by Forraign Trade,
written about 1628, published 1664). He said: “For if he [the
Prince] should mass up more money than is gained by the over-
balance of his foreign trade, he shall not Fleece, but Flea his
Subjects, and so with their rutn overthrow himself for want of
future shearing.”*
The fact that much which was basic in mercantiist doctrine
was closely related to the concept of power is unportant ;
| Wenn eines klugen Farsten Herden
Auf diesem Fuss geniitzet werden,
So konnen sie recht gliickiich lebe
Und dem Regenten Wolle geben,
Doch wer sogleich das Fell abzicht,
Bringt sich um kiinftigen Profit.
® Forrest, reprinted (as an extract), Englend in the Reign of King Henry the
Eighth 1 (ed. 8. J. Herrtage, Early English Text Soc., Extra Ser. XXXI1I,
Lond, 1878) Loocix,—Discourse of the Common Weal (ed. Lamond} 35.— B. de
Laffemas, Les discours d’une libertd géndrale ef vie heureuse pour le bien du peuple
(Paris 1601} 15.—[von Schrétter], Furstliche 8 hatz- und Reni-Cammer Preface
§ 11, ch. 2§12, ch. 4 §9, ch. 50 § 2 {1st ed. L.pz. 1686, Preface 22, text 23,
47, 245 ¢t passim.)—Poem : quot. (as though written by von Schrétter himself) :
A. Oncken, Geschichte der Nationalikonomie 1 (Lpz. 1go2) 231.—Mun, Engiend's
Treasure by Forraign Trade chap. 18 (ed. W. J. Ashley, N.Y. 1895, 92f.).
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but insofar as economic welfare was a dominant factor in mercan-
tilist thinking, it would have been quite consistent to strive for
as high an absolute standard of living as possible for the population
of a country. However, there was a notion prevalent even
among later mercantilists, that the goal could be achieved just
as well, if not better, by weakening the economic power of other
countries instead of strengthening one’s own. If wealth is con-
sidered as an aim, this is the height of absurdity, but from the
point of view of political power it is quite logical. If power means
increase in the strength of one country as against that of others,
absolute economic progress loses its value. Hume'’s argument in
his essay on Fealousy of Trade of 1752 therefore misses the point
completely, in so far as it purports to be a criticism of an outiook
motivated by ideas of pure political power. That such an out-
look should have appeared to Hume the acme of foolishness is
quite another matter. To mercantilists it did not appear so.

Many examples can be given of how mercantilists regarded
the economic weakening of other countries. In one of his essays,
Bacon quite logically advised (1625) ‘“‘that princes do keep due
sentinel that none of their neighbours do overgrow so, by increase
of territory, by embracing of trade, by approaches, or the like,
as they become more able to annoy them than they were”. The
notion that well-being consists of a relationship between the
condition of different countries has never, to my knowledge, been
expressed so clearly as by one of the typical later German mer-
cantilists or cameralists, P. W. von Hornigk, Becher’s brother-
in-law, in his book entitled Oesterreich iiber alles, Wann es nur will
(1684). “Whether a nation,” he said, “be to-day mighty and
rich or not depends not on the abundance or scarcity of its
powers or riches, but principally on whether its neighbours
possess more or less than it. For power and riches have become
a relative matter, dependent on being weaker and poorer than
others.”” This observation, stating explicitly that riches do not
make a country rich, makes Hornigk, it may almost be said,
the Tertullian of mercantilism.

It is interesting to note how this train of thought recurs among
the subtle, theoretical English mercantilists of the end of the
17th century. For them the stock of money was the important
point. On the question of when a nation could rest from its
perpetual striving after a favourable balance of trade, Sir
William Petty makes the reply (in Verbum Sapienti, written in 166y
and published in 16g91): “When we have certainly more Money
than any of our Neighbour States, (though never so little,) both
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in Arithmetical and Geometrical proportion, {i.e.} when we
have more years provision aforchand, and more present effects.”
Roger Coke, one of the most independent of the English mercan-
tilists, uses almost the same words (1675): “And therefore if
our Treasure were more than our Neighbouring Nations, I did
not care whether we had one-fifth part of the Treasure we now
have.”

The most characteristic observation, however, originates with
the most famous of them all, no less a person than John Locke.
He discussed (1691} not only the amount of money or precious
metal necessary for a country, bui also how that amount was to
be created. “Nor indeed, things rightly considered, do Gold and
Silver drawn out of the Mine cqually Enrich, with what 15 got
by Trade. He that would make the lighter Scale preponderate
ta the opposite, will not se soon do it, by adding ¢ncrease of new
Weight to the emptier, as if he took out of the heavier what he
adds to the lighter, for then half so much will do it. Riches do
not consist in having mere Gold and Silver, but in having more
in proportian, than the rest of the World, or than our Neighbours,
whereby we ure cnabled to procure to ourselves a greater Plenty
of the Conveniences of Life than comes within the reach of
Neighbouring Kingdoms and States, who sharing th* Gold and
Silver of the World in less proportion, want the means of Plenty
and Power, and so are Poorer.”” It might be thought that it
would have been tempting to an exponent of the quantity theory
of money, such as Locke was to base his reasoning on the con-
sideration that the purchasing power of the precious metals was
Jowercd by increased production, but not if they were imported
only from other countries. This is, however, not the case ) through-
out hec considered the advantage to consist in 'lhe relative
superiority over neighbouring countries.” *

Static conceptions

The whole of this mercantilist outlook provides one reason for
the commercial wars, carried on almost without interruption from
the end of the 17th century down to 1815. In the last instance,

* Bacan, Essays or Covnsels Civill and Morall, No. i1g, “Of Empire,” in the
16235 ed. (ed. W, A, Wright, Lond. 1920, 77).—[Hornigk] ¢h. 7 (1723 Regens-
burg ed., 20).—Petty, Verdum Sapient: ch. 10 (Econ. Writings, ed. C. H. Hull,
I 11g9). The geometrical and arithmetical proportions are an idea originating
in Aristotle, see A. Nielsen, Die Enistehung ‘er deutschen Kameralwisenschaft
im 17 Jh (Jena 1gr1) 48 el passim.—Coke, Treatise Jif: England's fmprovements
44 £.—Locke, Seme Considerations of the Ceonsequences of the Lowering of Interest,
elc. {in Several Papers relating to Money, Interest, and Trade, etc., Lond.
1696, 15).—Cp., however, 238 ff. below.

* See below 11 364-5, Addendum $4.
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the ideas were based on a stafic conception of economic life: the
view that there was a fixed quantity of economic resources in the
world, which could be increased in one country only at the
expense of another, Any attempt at economic advance by one’s
own efforts in one country must therefore have appeared point-
less, unless it consisted in robbing other countries of part of their
possessions. Scarcely any other element in mercantilist philosophy
contributed more to the shaping of economic policy, and even of
foreign policy as a whole.

It it true that some writers, foremost amongst them Werner
Sombart,® have not only failed to realize this, but have even
regarded mercantilism as dominated by a dynamic view of
society, by way of contrast with the laissez-faire doctrine, which
is regarded as static in its outlook. To a large extent, these opposing
interpretations are due to a confusion between the use of the
terms static and dynamic, as applied to methods of study on the
one hand, and to the nature of social life on the other. This
confusion has led to serious misurderstandings and should there-
fore be dispelied.

In speaking of the stauc attitude of leissez-faire, what one
undoubtedly has in mind is the fact that classical economic
theory is static, in the sense that it deals with the stages
of economic equilibria, without having discovered the laws of
transition from one stage to another. In this respect it resembles
neo-classical theory as well, though not, of course, the modern
theories of ‘'dynamic” equilibrium. As to ity view of
the factors tending towards economic change, it is also appro-
priate to point out that laissez-faire theory had too little regard
for what could be effected by investing, so to speak, capital in
human beings, that is, by increasing human efficiency in industry,
through cutting down the hours of labour and improving the
material and non-material conditions of lifc.

But quite irrespective of this, the laissez-fuire doctrine was based
upon a beliefin human progress to an almost exaggerated degree.
It was consequently dynamic to the core, in the sense that it
attached the greatest possible importance to the factors working
for what was considered as economic progress. Adam Smith led
the way with the third book of his famous work, entitled Of the
different Progress of Dpulence in different Nations. He there sought to

® Sombart, Der moderne Kapitalismus, 3rd ed. 1T (Lpz. 1915} 918.—Like 30
much clse that has been written in German literature on classical 1heory, this
conception originates in List's very suggestive but alsa very perverse expasition
of the “school" in Das nationale System der Polttischen (konomie (1840).
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elucidate the reasons for the obstruction or facilitation of economic
progress. In other words, he set himself a purely dynamic problem.
Two quotations should illustrate the point: “A revolution of the
greatest importance to the public happiness, was in this manner
brought about by two different orders of people, who had not the
least intention to serve the public. To gratify the most childish
vanity was the sole motive of the great proprictors. The mer-
chants and artificers, much less ridiculous, acted merely from a
view to their own interest, and in pursuit of their own pedlar
principle of turning a penny wherever a penny was to be got.
Neither of them had cither knowledge or foresight of that great
revolution which the folly of the one, and the industry of the
other, was gradually bringing about.” “The capital, however,
that is acquired to any country by commerce and manufacture,
is all a very precarious and uncertain possession, till some part of
it has been secured and realized in the cultivation and improve-
ment of its lands.”®

It would, in fact, have been remarkable if the 18th century,
with its unshakable belief in the perfectibility of man, had cver-
looked econorane progress; and nothing could be farther from the
truth, It is precisely this line of thought that was followed by the
active and influential economists of the 1gth century, and they
are largely responsible for the nafve optimism with regard to
progress which has rightly been considered as typical also of the
last century. This was in strictest contrast to a static conception
of economic life.

As to mercantilism, on the other hand, it is true to say that
it was hardly concerncd with economic equilibria, and that it
was definitely bent on discovering the methods of deriving as
much profit as possible for the individual country. Further it
is true that this was a great change from the mecdieval ideal of
a suitable subsistence, which in practice presupposed no change
in the social status gue of class and individual. Within the state,
mercantilism consequently pursued thoroughgoing dynamic ends.
But the important thing is that this was bound up with a
static conception of the total economic resources in the world;
for this it was that created that fundamental disharmony which
sustained the endless commercial wars, Both elements together
implied that the position of a particular country could change
and was capable of progress, but tha' this could only happen
through acquisitions from other countries, This was the tragedy

¥ Adam Smith, Wealth of Nations, Book 3; the passages quoted are to be
found in ch. 4 {ed. Gannan I 38gf., 393}, but the whole section should be read.
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of mercantilism. Both the Middle Ages with their universal static
ideal and laissez-faire with its universal dynamic ideal avoided
this consequence, Without grasping this it is impossible to under-
stand mercantilism cither in theory or practice.

It is casy to find confirmation of this mercantilist conception
of the static nature of econemic life. One of the earliest observa-
tions along these lines is to be found in Montaigne’s famous
Essaps (1580) which, even then, were widely read: “The profit
of one man,” he said, “is the damage of another . . . no man
profiteth but by the loss of others.” This is then proved by
showing that owing to changes in supply and demand, the one
only profits at the expense of the other. It was probably with this
in mind that Montchrétien, the author of the well-known, rather
than distinguished, Trawcté de I Oeconomie politigre, stated a few
decades later (1615): It is said that no one ever loses without
another gaining. This is true and is borne out in the realm of
commerce more than anywhere else.” And again, ten years later
Bacon wrote: “Tt is likewise to be remembered that, forasmuch
as the increase of any Estate must be upen the Foreigner, (for
whatsocver is somewhere gotten is somewhere lost), there be
but three Things which one Nation selleth unto another,”10

No one has produced so polished an exposition of the static
conception of economic life as Colbert. He, moreover, applied
the conception in practice in a most ominous manner. His
observations thercfore merit fuller consideration,

His most important remarks are to be found in a paper of
1669 in which he discusses the question of the choice of France
between an Fnglish or 2 Duwch alliance. A guotatien from this
memorandum has alrcady been given above. The argument is
set out in very logical sequence and the most typical passages
arc the {following : “From all our knowledge and after scrupulous
Investigation it may be asserted without doubt that the trade of
all Europe is carried on in about 20,000 ships of all sizes. . . . It
is easy to sce that this number cannot be increased so long as
the population in all countries and consumption arc always
equal. . . . This is the position therefore in which Europcan tradc
has hitherto found itself and still finds itself at present. . . . After
setting out this information, which is reliable, we must con-
centrate on the first fundamental peint that by this alliance
England secks primarily to increase her trade. Such increase can

1% Montaigne, Essais Book I, ch, 22 (ed. F. Strowski, Bordeaux 1906, 1 135} —
Montchrétien, Trawté de Qeconvmie politiqre (1st ed. Rouen 1615, {11] 38). -
Bacon, Essays No. 15, “Of Seditions and Troubles” (ed. Wright, 59).
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only take place by providing mdre employment for her subjecty’
ships and raising their number. This cannot come about except
either through the discovery of new, hitherto unknown, trade or
through the decrease in the number of ships of one of the other
nations. The discovery of new trade is very uncertain and an
argument based on the assumption of such an accident is ruled
out; or rather it may be said that an accident of this kind will
definitely not occur. And even it it did occur, it would not bring
about new consumption of necessaries or luxuries, At the most
it would make it easier for one nation rather than for another
to attract these goods which are already consumed and which
constitute a part of the consumption ot all Europe. The intended
increase of English trade must therefore occur through the
decrease in the number of vesscls of one of the other nations. . . .
And so we necessarily come to the conclusion that England cannot
increase the scope of employment for the ships of her subjects or
increase their number other than by a diminution of those of the
Dutch.” This was taken as proved and it followed ominously
and logically that the trade war must continue. ‘It must be added
that trade causcs perpetual strife both in time of war and in time
of peace between ail the nations of Europe to decide which of
them shall have the greatest share.”

Writing on public finance in the following year, Colbert
adapted the same argument to the precious metals as he had
employed in 1669 for commercial shipping, He identified him-
self with the notion which we have already observed in other
mercantilists * . . . as there is only a fixed quantity of silver cir-
culating in the whole of Europe, which is increased from time
to time by import from the West Indies, it may certainly be
proved that there is no more than 150 million fZivres of silver
circulating among the public. It is not possible to increase (the
stock of one country} by 20, 30, or 50 million without at the same
time taking the same guantity from neighbouring states. Thus
arises this two-fold increase (élévation), which has been so clearly
discernible for several years past: on the one hand the power and
greatness of Your Majesty increases, on the other that of your
enemies and ill-wishers falls.”” Locke and Colbert, the Minister
of an absolutist monarch and the founder of the philosophy of
the constitutional state, thus dgreed implicitly: it was in fact a
matter of recognized mercantilist doctrine, 1!

1 Lettres de Colbert VI 264 1, VII 259 resp.—We tnust add, however, that

at least one English auther rejected this statie concepticn. The author was
Roger Coke, who, in spite of his bizarre manner of writing, looked further
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'The foundation for the power theary to be found in mercantilist

doctrine ought thus to have been made clear.
Variations

The above should not be understood to mean that all mer-
cantilist statesmen and writers were dominated by the policy of
power with the same extreme one-sidedness as was Colbert in
most cases. In the introduction to this work it has already been
shown that such an assumption distorts the facts.

The relation between political and military power and econo-
mic power was often reversed, in contrast with the view just
Hustrated. Where that was so the striving towards political power
was considered a means for mastering the riches of the whale
world. Such was particularly the case in the older colonial policy
with its eternal hunt for precious metals and its unscrupulous
employment of military power, standing as it did hal~way betwcen
piracy and peaceful trade.

Many authors pass imperceptibly {rom one view to the other.
The existence of the second of the two is evidenced sufficiently
by the fact that so pronounced an advocate of the policy of power
as Richelieu expounds this view-point clearly in his Political
Testament. One section bears the title “Concerning trade as
dependent upen dominion over the seas”. He ends, as usual,
with the reference to the Dutch, but unlike Colbert, to their
wealth, not their power. “The wealth of the Dutch . . . is an
example and an irrefutable proof of the value of trade.” 2

Perhaps even more common was the placing of political power
and specifically economic aims side by side, striving for the tatter
as ends ger se, but simultaneously making them serve the ends of
power. It is this approach that Viner has documented so richly.

ahead than the majority of his contemporaries. He has not yet received the

attention which he deserves. Coke said, “that saying That there is but such a

Trade 1n the world, is only true by accident, not neceisarily ; for many thosands

of people might increase Trade in the world if they had means, which being
denied, they cannot do” { Treatse 111 20, italics in the original), If the assertions
that mercantilism had an underlying dynamic idea were based on such
utterances as these, they might have been correct. Such ideas, however,
pave the way precisely to laisser-faire.

** Richelieu, Testament politique, ch. 9 sec. 6 (quotn, 4th el., Amst. 1Bg1,
I 133}.—In the introduction by G. Hanotaux to another writing of Richelieu,
published by him, he ascribes to the political testament a very high degree of
authenliciq_.-. A statement in an immediately preceding section in the same
chapt.er,l with approximaiely the same idea as the atatement quoted, agrees
aln':(_m literally with a signed paper of Richelieu's (Maximes &' &al et fragmenis
pz_:bagmn di Card. de R., Extr. d, documsnis inédits, Paris 1330, xviii}, The same
view of the Testament is shared by nther French histarians,
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A distinguished representative of this eclectic point of view, as
it were, was Sir Josiah Child. In rebutting the attacks on the
Navigation Acts, he wrote (his own italics): ““. .. I cannot deny
but that this may be true, if the present profit of the generality
be barely and singly considered; but this Kingdom being an
Island, the defence whereof hath always been our Shipping and
Sea-men, it seems to me absolutely necessary that Profit and Power
ought jointly to be considered.”” Similarly, though with rather stronger
emphasis on the idea of power, an anonymous pamphleteer
wrote a few years later (1672): “The undoubted Interest of
England is Trade, since it is that alone which can make us either
Rich or Safe; for without a powerful Navy, we should be a Prey
to our Neighbours, and without Trade, we could neither have
Sea-Men nor Ships.”” Likewise, Charles Davenant, at the turn of
the following century, introduced power as an item among a
number of more obvious elements in the national wealth: “what
tends to make a people safe at Home, and considerable Abroad,
as do Fleets and Naval Stores.” When he defended the import
of Indian r-vtiles by the East India Company, his reason for
sacrificing the considerations of sale of English goods and employ-
ment of the people was—at least if he is to be taken literally—
the nccessity of foreign trade for purposes of political power.
“England could subsist,” he wrote, "and the Poor perhaps
would have fuller Employment, if Foragn Trade were quite
laid aside ; but this would ill Consist with our being great at Sea,
upon which {under the present Posture of Affairs in Europe)
all our Safety does certainly depend.”18

In its direct, explicit form the policy of power was certainly
cast for widely varying roles by the sundry authors and men of
affairs. It was hardly to be expected, as Viner has corre. (ly pointed
out, that the merchants who wrote most of the mercantilist pam-
phlets would be chiefly interested in the power of the state, It was
almost inevitable that their prime interests should be in commerce,
and of course, in the advantages they might expect from the various
measures. For statesmen, and in particular one such as Colbert,
it was just as natural that considerations of power should take
precedence over all others. Finally, it might also have been
expected that the leaders of absolute states would have been more

8 Child, New Discourse of Trade, ch. 4 (Lor? ed. of 16¢8, 114 f.}. --Lexter
to Sir Thomas Osborne (1672} ; quot. Beer, Ol { olomal Sysiem 1 16.—Davenant,
Discourses on the Publick Revenues etc. (Lond. 16g8) 11 60; An Essay on the East
India Trade (1697, repr. with separate pagination as an appendix to the previous,

33).
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strongly influenced by this viewpoint than those of countries like
England or the Netherlands where merchants exerted a df)minant
influence on economic policy. Thus although a monistic inter-
pretation might be misleading, we must not be too sccpt.i(,:al
about this approach since many manifestations of mercantitist
policy were directly inimical to comnerce: all manner of obstruc-
tions were put in the way of imports, and thus indirecily in the way
of exports. These obstacles nevertheless received the approbation of
the authors of tracts and pamphlets on commercial policy, despite
the fact that the measures actually opposed their intevests. This
particular case offers an example of the general truth that a
doctrine may be ideologically or theoretically determined and
thus accepted in principle even by persons whose interests are
incompatible with it. Quite consistent with this obscrvation is the
claim that the policy of power is of greatest interest when seen in
the light of mercantilist thought in general,

A survey of the measures of a practical nature which were
instituted to serve the ends of the policy of power will serve to
make this discussion more realistic. ‘These measures were the
diametric opposite of those which came later; even the Naviga-
tion Acts which Adam Smith had defended were finally destined 1o
disappear. The following chapter discusses the methods used to
facilitate the carrying out of the policy of power.



II
METHODS OF THE POLICY OF POWER

Two meihods

In the practical application of the principles of the policy of
power, mercantilism followed two different methods ; the first con-
sisted in deflecting economic activity directly towards the particular
ends demanded by political, and more especially military, power;
the second in creating a kind of reserveir of economic resources
generally, from which the policy of power could draw what it
required. The significance of this important distinction is revealed
when analysed theoretically from the economic point of view,

The direct use made of the policy of power was deliberately to
influcnice the supply and the accumulation of stores of goods
in the desired direction and to cause corresponding changes in
prices. The import of goods necessary for war was directly ordered
or encourag~d by premiums, while their export was forbidden
or burdencd with dues. In this way the country’s stock of these
commaodities was increased. By similar, though somewhat more
complicated, regulations, the number of ships or sailors, the
rural population or the total population, couid be increased.
This was the first method. If the second method were adopted,
the total national incone, not the supply of particular goods or
services, was taken as a starting-point. It was then considered
that taxation would be the state’s weapon for accumulating the
particular means required, i.e. for exerting an effective demand
for such goods and services as were needed for defenc ¢ or for the
policy of power in general, and also that this demand would be
sufficient for the purpose. If the problem was tackled in this
second way, conriderations of power became a mouve for stimu-
lating the gencral economic prosperity of the country, for this
was considered the best guarantee for ensuring a powerful state,
Money and the precious metals had a peculiar role to play
under either of the two methods. The attempt was made by their
means to serve both the direct political ends of state power and
even more the indirect ends, for they were considered necessary
for fostering general economic prosperity.

Wherc the striving after power assu: -ed the second form, it
was bound up with general economic policy in quite a different
way from the first. The ever-growing importance of general com-
mercial considerations in public discussion and statesmanship
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must have made people more and more inclined to fall back
upon general economic resources for political ends. The many-
sided and varying demands imposed by the state in its striving
after power also contributed to the decline of the direct, prin-
cipally military method, for it became wellnigh impossible to
prepare beforehand everything required by statecraft, Only in
one sphere did the first method still assert its influence down to
the beginning of the 18th century, and retain its formal position
till even much later. This referred to one of the foremiost items of
the policy of power. It seems appropriate to describe first this
earlier type of state policy of power.

Defence on land

For reasons into which we need enter no further, this type was
to be found mainly in England, not only in such matters as
were peculiar to a maritime and colonial power, but also in
others. A beginning had already been made before the end of the
Middle Ages in the province of land defence. During Edward I'V’s
reign, endeavours were made to compel a better supply of wood
for bows and arrows. All merchants importing goods from
Venice or any other place which hitherto had exported bow
staves were required to bring four such staves with them for every
ton of goods (1472). A decade later (1483/84) the same obliga-
tion was imposed in the import of wine. This policy, moreover,
lasted longer than might be assumed, in fact at least a century,
for even in the 1570’ the Hansealic merchants complained that
this obligation, in their opinion, entailed costs out of proportion
to the value of the goods. Sir Thomas Gresham, Elizabeth’s right
hand in all continental 4ffairs, wrote triumphantly in 1562 to
William Cecil (later Lord Burghley) regarding his own deliveries
of saltpetre and bow staves, “it is a thing better than any
treasure’”’, which was, at the same time, a declaration that this
kind of tangible preparation was better than money.!

Soon after, when changes in military technique relcgated
bows and arrows to the museum—Lord Burghley wrote towards
the end of Elizabeth’s reign, “the strength of the wars being
altered from bows and arrows to ordnance’—a very similar
policy was pursued with regard to the new armaments. Early in
the 16th century the export of various copper alloys had been
forbidden. The original statute was then renewed and extended
in 1541/42, the reason given being that “All ober Realms and

! Stawutes. 12 Ed. IV ¢ 2; 1 Rich. 111 ¢. 11.—R, Ehrenbierg, Hamburg und
England 1m Zetalter der Komgin Elrsabeth (Jena 18g6) 133, 136 —Gresham’s
Letter: in Burgon, Life of Sir Thomas Gresham I1 11,
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countries be full of Artillery and munitions, and this Realm is
like to lack’. The Mines Royal arose in Elizabeth’s reign as one
of the first joint stock companies, founded principally with an
eye to artillery requirements. This attitude was always maintained
in later times, although the export prohibition appears to have
become practically ineffective. A proclamation against the export
of cannons occurred even as late as 1681.2

The saltpetre industry, as the basis for the manufacture of
gunpowder, was later given most careful attention. Saltpetre
was produced from the excrement of man, horses, and doves.
The eagerness to secure this for military purposes vecasioned many
conflicts,” which played their part 1n the long struggle against
the system of privileges under Elizabeth and the two early
Stuarts {sce Chapter VI in previous part). Both the production
of saltpetre, and even more the supervision of ‘“saltpetre mines”,
as thcy were somewhat euphemistically called, were granted to
various individuals innumerable times in the perisd between
Elizabeth’s accession and the Puritan Revolution and oc casionally
even later—the “‘saltpetre men” as they were called—who were
employed dircctly to investigate the saltpetre mines and thus
made themselves even more than usually unpopular.

In spite of this unpopularity, the military requirements were
so generally recognized that these privileges were to some
extent given an exceptional position. During the struggles
against patents in 16o1 Lord Burghley’s younger son, Robert
Cecil, later Lord Salisbury, who was at the time Elizabeth’s
Secretary of State, frankly admitted that to meddle in these
matters ‘‘generally troubleth the Subject”, and he also informed
the people that the queen would have the validiiy of these
privileges legally investigated. But at the same time, he e.nphasized
that the country had an insufficient supply of gunpowder. After
several attempts to tax the extortions, which had iittle effect,
James T promised in 1606 to abolish the patents; a promise
which was presumably not seriously intended. When his last
Parliament made the Statute of Monopolies in 1623/24 the basis
of the system of patents and privileges, both saltpetre and gun-
powder production, as well as artillery and munition works, were
excepted from the prohibitions against monopoly. In the following

* Statutes: 20 Hen. VIIT ¢, 10 {1529); 33 Hen. VIII c. 7 (1541/42);
2 & 3 Ed. VIc. g7 (1548).—Cecil’s starement, eic  Scott, Fownt Stock Companies
to 1720 1 113 f.-—Mines Royal and Arullery works: H, Hamuilton, The Englsh
Brass and Copper Indusiries 1o 1600 25, 75 note 3, 276 ¢f passim.—Export pro-
hibitions on cannons : Holdsworth, Hutory of English Law VI 305.

* See below 11 365, Addendum §5.
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year, however, Common Law judges ruled that anyone could
i)roducc saltpetre on his own property. Thi's dt_d not deter Charles 1
from issuing patents of monopoly and instituting a rc:qulatory
system. A proclamation issued shortly before his accession pro-
hibited not only the export of the much-desired deposits but also
that stables, dove-cots, privies, etc., be covered with stones,
boards, chalk, sand, or earth so as to render morc-diﬂ'}cult their
employment for saltpetre; and this ruling was mamtalned.. The
policy was continued during the following period ctltl_mugh its ad-
ministration was neither consistent nor forceful; in 1656 the
“saltpetre men” were forbidden to trespass on private property.
The preoccupation of the government with the problem of
ensuring an adequate production of saltpetre survived the Puritan
Revolution so that in 1689 prohibitions against the export of this
article were drawn up, and new patents of monopoly for its
production granted in 16gr and 16g2. Whether the resubts
were commensurate with these efforts may well be questioned.
These regulations, however, are of interest in that they repre-
sented the most far-reaching attempt to serve general military
ends by using the weapons of economic policy.?
Sheppnng

The method of the policy of power under consideration here
achicved its greatest success in the sphere of shipping. In this
aspect of its activity, too, England was by far the most important
country, though it is true that the policy, centring around direct
military requirements, was to be found in its most concentrated
form in the Scandinavian countrics at an earlier stage of
development. The way in which it was applied there was to
compel the building of private ships which could be adapted in
time of war, Such were the so-called “mounted”, or armed,
merchantmen in Sweden and the defence ships in Denmark. It is
obviously analogous to the English policy in the matter of supply
of artillery on land. The ships which satisfied certain military
demands were given customs reductions and these acted as

* Sources for the policy regarding saltpetre, etc. 1.a.: early charters; in
Price, English Patents of Monopoly 149F, 157, 163.— Ceril’s specch of 1601:
in Tudor Econ. Does. 11 291.—James I's declaration: 1606+ in Joumnals of the
Howse of Commoms 1 5171 Statuie ol Monopohies 121 Jae Lo 410 Hro-
clamation of 1b24 10 Cunningliam 71¢ 21 note 2 Prex famanon o 1329 1n
Foedera (ed. Rymer) 1wt ed XV 23 I, Hague ed VAIT I 160 Fs Ohlluer
measures under Charles 1. Calendar of State Pagers, Domesne thig-g5, gbs F
Charters: Seatt 11 471 74: Select Charters of Trading Compames fed Care) 29404,
of. Ixxix ff.—See also. esp Cutunngham 11 ho | by, Holdsworth op et 2
Lapson Econ Hist. of England 111 (+th ed. ) 3e8 T
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J

bounties on the building of such ships. In this way the country
was meant to be better prepared for defence in case of naval
warfare. These measures were first taken towards the beginning
of the 17th century, in Sweden from 1617 onwards, and in Den-
mark some few years later. Sweden clung to the policy longer
than any other country, in fact for a whole century, under the
name of helfrihet (i.e. total freedom from customs duties, though
in actual fact there was only a reduction of one-third). England
also pursued the same policy, to some extent, but considerably
later. It first introduced such regulations during the Restoration
in 1662, and they became more prominent after the Revolution
of 1688. At this period English shipping policy, with its underlying
military motives, had already been fully developed and the idea
of encouraging the use of armed merchantmen never played
more than an insignificant part in England, for the obvious
cconomic reason that she was the strongest naval power.*

English shipping policy, dictated by interests of defence, and
to some extent also the policy of continental countries, was,
however, onr step removed from the kind of policy discussed so
far, which was diectly concerned with creating military supplies.
For it sought support for its military aims in normai, private
cconomic activity, such as was not directed by military ends,
and so approximated somewhat to the second of the two methods
of the policy of power, namely the one which sought the source
of political power in a prospernus cconomic system, But it did
not altogether coincide with the second method, for it was con-
cerned not with the general stimulation of industry, but only with
its encouragement along certain definite lines—shipping, ship-
building, and fishing.

The practical embodiment of this programme were the
measures which have become famous through the English
Navigation Acts. Thesc aimed at reserving the count. y’s shipping,
and particularly the long-distance shipping, to the native trading
flects. The next step was to place a premium on native ship-
building by laying down that ships were to be built in the country.
Furthermore, sailors of native stock were to be bred by means of
appropriate regulations for the nationality of the crew and the
ships’ officers. This systemm was more or less common to all
Europe. It occurred, for examiple, in Aragon as early as the
13th century, then it came to England *owards the end of the
14th century, It was adopted by the Hansa in the 15th century,

¢ Herkscher, “Produktplakatet och dess forutsattningar” (Hustoriska studier
tillagnade Harald Hydrne, Ups. 1goB, bgl-704).

Vor L
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and, at the end of the century by Castile, in the 17th century by
France and Denmark, and in the 1720’s by Sweden through the
so-called produkiplekat.® The policy may have been actuated by
different motives in the various countries at different times, but
its importance here is its connection with the mastery of the seas,
wherein England led the world.

The preambles to English Acts of Parliament are proverbially
misleading as expressions of the real motives of policy. But in this
case there can be no doubt of their authenticity; for the motives
given therein recurred in all public and private utterances of the
century, wherever the question of English shipping was brought
up. The language used was so uniform and almost stereotyped
that it sounds very much like an ever-recurring refrain, whether
the measures in question werce the long-distance sea trade and the
voyages of discovery, the trading companies, colonial trade, ship-
building, fishing, supply of naval stores, training of sailors, or
anything which had even a remote connection with naval power,
It is true that this should by no means be taken as though more
commercial considerations were entirely wanting. They were
sually mentioned together with the others; only the interest in
fower was never allowed to wane.

It may be enough to give the following examples chosen from
ac overwhelming number, especially as few facts in English
asonomic history are better known, as a result chiefly of the
ciritings of Cunningham.

m Even the earliest English Navigation Act, that of 1381,contained
fi reference to the decay of the navy and the necessity of employ-
ing the usual means for assisting it. The same idea recurs in
Henry VII's law of 1485, with regard to which Bacon made the
statement quoted above on the reorientation of policy from one
of abundant provisions to one of power. From Henry VIII
onwards until Queen Anne’s reign, throughout two centuries,
this Leitmotiv reappears with a monotony of repetition in one
Act of Parliament after another, and very often, tno, in other
official statements, In one of the statutes of Henry VIII {1531/92),
the decline of the navy is deplored, the navy which “had been
not only a great defence and surety to this Realm of England
in time of War, but also a high commedity to all the Subjects”,
so that the kingdom would suffer great danger and the nation
would deteriorate if there were seafaring men no more. In
Elizabeth’s time, legislation was even more vigorous in this

* Heckscher, ‘“‘Produktplakatet och des forutsattningar” {Historiska studier

tillignade Harald Hjdrne, Ups. 1908, 780).
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sphere. In one of these laws (1580/81) it was complained that
soon there would no longer be “a great number of Mariners and
Seamen fit for the Service of her Majesty and her said Realm
for the Defence thereof in time of Wars”. When the Levant trade
was about to be regulated, Elizabeth’s minister, Walsingham,
wrote to her (?) offering reasons for the conceding of privileges to
the Levant Company. “First, you shall set a great number of
your greatest ships in work whereby your navy shall be main-
tained, one of the principallest strengths and defence of this
realm.” Under James I the same theme was varied slightly so as
to flatter his by no means trifling pride. An Act of 1603/4, pro-
viding for the production of sail cloth, discusses “His Highness’
Navy, the chiefest strength of this Realm (next unto God and
his Highness}”. In the instructions to a Commission for Trade
set up towards the end of his reign, in 1622, it was stated that
“because the Maintenance of our Navy and the shipping of our
kingdom, is a principal means to advance the Honour Strength
Safety and Profit thereof, we will and require you . . .”” and there
followed a large number of commercial measures that were to
be taken. i reoccupation with interests of power was not pecuhar
to one or another political regime. The reasons given for the
1651 Navigation Act of the Commonwealth were ‘‘the Increase
of the Shipping and the Encouragement of the Nawigation of
this Nation, which under the good Providence and Protection
of God, is so great a mcans of the Welfare and Safety of this
Commonwealth”. The 1660 Navigation Act of the Restoration
period, the most detailed and most decisive of them all, repeated
this wording almost literally. And to conclude this tedious
enumeration, the 1705 colonial law of Quecn Annc alludes to
“the Royal Navy and the Navigation of England whercin under
God the Wealth Safety and Strength of this Kingdom is so much
concerned’’.®

One of the most important aspects of this policy concerned
fishing, which was considered a unique training for sailors. It
is, however, superfluous to enter into a detailed description of the
regulations for its encouragement, for, with one excepiion, they
were identical with those instituted in other spheres. Identical,

? Statutes: 5 Rich. IIst. 1 ¢. 4; t Hen. VII c. 8; 23 Hen. VIIT c. 7; 23 Eliz.
. 7; 1 Jac. T c. 24; 12 Car. I1 ¢, 18; 3 & 4 Ar e c. g.—Navigation Act of
the Commonwealth (Acts 1651 ¢ 22): 1n Acts and Ordinances of the Interregnum,
1642-1660 ed. C. H. Firth & R. 8. Rait {Lond. 1g911) I1 559 fT.—Walsingham :
pt. in Epstein, Early History of the Levant Company 245.—The 1622 instruction:
in Foedera (ed, Rymer) 13t ed. XVII 414, Hague ed. VIL: v 14.
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too, was the theoretical nature of the policy. But the exception
mentioned is of censiderable interest and forms one of the most
picturesque phenomena in mercantilist policy; it was the so-
called Political Lent. .
Political Lent was first introduced in 15493 thcrez}fter It was
vigorously maintained for about a century, and did not dis-
appear from the statute book until the 1gth century. Its purport
was as follows: with certain exceptions which varied from time
to time, people were obliged to refrain from eating imeat and
to eat fish on certain days of the week. As Cunningham points
out, this Jegislation is so interesting because what was originally
a religious custom was reinstituted for political purposes, although
its former raison & étre was completely discarded. In the preface
to the first of these Acts it is stated infer afia that “Albeit the
King’s Subjects now having a more perfect and clear light of
the Gospel and true word of God . . . and thercby perceiving
that one day or one Kind of Meat of it self is not more holy more
pure or more clean than an other, for that all days and afl Meats
be of their nature of one equal purity cleanness and holiness . . .
Yet forasmuch as diverse of the Kings Subjects turning their
Knowledge therein to satisfy their sensuality . . .: The King's
Majesty . . . considering . . . specially that Fishers . . . may
thereby the rather be set on work . . .”" causes the particular
regulations to be passed. That the object was to increase the
country’s readiness for defence on the scas is manifest in the
next Act on the same subject, the most important of the Eliza-
bethan Navigation Acts, called an Ael touching certain Politique
Constitutions made for the Maintenance of the Navy (1562/63). There
Political Lent is regulated by still more detailed prescriptions,
closely bound up with the aim of naval defence, though the need
for economizing meat is also mentioned. In the long series of
statutes and proclamations regarding Political Lent, references
to the need of preparation for naval defence ure constantly
rcpeated.”? ‘
The naval policy of power had yet another aspect. It en-
? Statutes quoted. 2 & 3 Ed. VI c. 19; 5 Eliz . 5 8 11 14, 22-29.—
3?: fna] rcpca_'l took place _through 3 Gc{): TV cog41 § 2 {1822) and 31 & 32
- €. 45 §_7l Sched. 2 (1868).—A law whirh had once repealed the system for
z:h"“. Pc”‘fd_ {39 Eli?- c. 1o, I&gﬁ/g?}, containg an nteresting and rather
du?czgg‘:gnf;::f;;?dﬂll:‘: Tue rcgmmld‘er ofrth; [:elevant legislation is repro-
of the English fishing polliilll;lﬁa;rzlm ‘%chgs;:;d: -dﬁr o ansl the remainder
cd there.—For the rest, the

literature on this subject is too great for me to be able 10 refer to it here with
any completencss.
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deavoured to secure for the country an abundant stock of naval
stores { fournissements de la marine). In doing so it fell back upon the
older of the two methods discussed here, procuring the particular
articles apparently necessary for defence by direct measures.
This policy was directed mainly against the northern Powers,
particularly Sweden-Finland, the main source of supply, which
was  thoroughly dctermined (0 take advantage of its
monopolistic position, especially with regard to the preduction
of tar. Colbert met this by stimulating native production, and
partly also by attempting to wrest the Baltic trade from the
Dutch, though this attempt was chiefly dictated by his over-
whelming desire to deal a blow at Dutch shipping. England, on
the other hand, realized more and more that it had in the North
American colonies what from the mercantilist point of view was
an ideal source of supply of these stores ; all the more so because
to develop their production of these goods was to restrain them
from competing with the niother, country in manufactures,
particularly the cloth industry, the apple of her eye ®

The scarcitv of timber prevailing, as it was thought, in most
European countries, provided a difficulty which, at any rate in
England, was a very real one, for timber was in demand primarily
for naval purposes. Oak was always considered necessary for
men-of-war and gencrally for ships carrying arms, and oak was
especially scarce. The encouragement of native shipbuilding
meant first and foremost an increased consumption of the meagre
stock of native timber. And 1if this stock was insufficient it was
necessary to import, which involved an expensive outlay on
freight and tonnage, whereas to import ships would not only
ohviate both freight and tonnage costs, but wuld in facteconomize
freights and place more tonnage at the country's dJisposal.
Importing timber, moreover, did not make the country any the
less dependent on foreign supplies than importing ready-built
ships would have done. If, in spite of these difhculties, native
shipbuilding was stimulated, it is a proof that considerations of
power actually had to be subjected to the general or com-
mercial mercantilist interests and that defence was not always
furthered by measures which had it for their motive. In this case

* On England, see 1.a., Cunningham 117 and Becr, Old Colonial System,
passim - On France, sce c.g. Lettres de Cofbert 11111 76 fF., 223, 240, I11: 11
54 £, V1II 242 f.; Martin, La grandr industrie sous Lou. X1V 184~7; ou the Baltic
Sea trade P. Boissonnade and 1. Charhiat, Colbert ¢t ia Compagme de commerce du
Nord; on Colbert’s Compagnice des fournissements de 1a marine, sec also a
speech of the deputy for Nantes at the Conseil de Commerce of 1701 ; repro-
dced in Correspondance des contréleurs généraux {ed. Boislisle) 11 498.
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the import of raw materials was regarded as useful, while the
import of finished goods was frowned upon. 'Thls policy was
decisive, although English naval strength might have been
better served by directly contrary measures. Apparently, however,
people were ignorant of this contradiction. I_n so far as they were
at all conscious of it, they may have believed th-at €COROMIC
prosperity, which was considered the outcome of shipbuilding at
home, was a source of political power according to the second of
the two methods distinguished at the beginning of this ch:aptc.r.
It goes without saying that attempts were made to maintain
and to increase the stocks of timber in the country itself, but with
negligible success in the majority of countries.? )

In the relation between political power and economic policy,
the colonies played a great part. The situation was outlined
by Sir John Seeley half a century ago and has been vigorously
confirmed by the more recent historian of English colonial
policy, the American G. L. Beer. According to the Old Colonial
System the task of the mother country was to protect the colonies,
but in return they were to grant her commerdial advantages;
mare especially they were to direct their production along those
lines which the mother country considered most advantageous to
herself. To this extent it was commercial and not political interests
which predominated, with the exception that the system was
to provide a means for colonial defence. But two other aspects
may be distinguished in the system and their main end was the
power of the state. Both were connected with the principle of
self-sufficiency, which was chiefly dictated by considerations of
political power, ’

Self-sufficiency

The fact that the colonies differed widely in their geographical
and economic make-up from the mother country made them
well suited for supplementing its needs. They opened up the
possibility of providing a system of supply within a self-contained
empire. To make the colonies thus the complement of the mother
country, the latter guaranteed their products a preferential or
€ven a monopolistic position in her markets, and in extreme
cases went 5o far as to wipe out completely any native manu-

* On this question it wiil be sufficient to refer to the most complete exposition
on the subjeet: R. . Alhion, Forests and Seq Power, the Tmber Problem of the
Roval Navy 16};2—-;86_3: (I_-Iafvard Econ. Studies XXI1X, Caiabr., Mass., 1926)
;l;:';g':::; olflt;e shipbuilding polfcy 74 f., 115, 244 £, the policy in forcsl‘r*/,

. - 38.— On the question of fuel in France cp. for irstance Martin,

La grande indusirie sous Lousr XIV 3131, do. do. sous Lows XV 130, 1511, as
well as the deputy for Nantes 1701 {sec previous note).
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facture competing with the one which it was desired to foster
inn the colonies, The best example of this is the policy directed
against tobacco growing in England, which was systematically
and vigorously uprooted, partly by the use of armed force,
throughout several decades in the supposed interests of the
southern states of North America.

The policy of self-sufficicncy had a second economic function,
and that was to prevent the colonies from so developing their
potentialities that they would be able to stand on their own
feet and become politically independent. The English Staple
Act of 1663, one of the keystones of the Old Colontal System,
referred in explicit terms to the need for developing “a greater
correspondence and kindness” between the colontes and the
mother country; but at the same time required the former to
remain Uin firmer dependence upon it”, etc.—a droll com-
bination of two inconsistent points of view. As far as Ireland was
concerned, friendship was hardly ever so much as mentioned.
Lord Strafford, who ruled the island in the 1630’3 with a rod of
iron, wrote frankly, T am of Opinion that all Wisdom advises to
keep this ningdom as much subordinate and dependent upon
England as is possible, and holding them from the Manufacture
of Wool . . . and then inforcing them to fetch their Clothing
from thence and to take their Salt from the King (being that
which preserves and gives value to all their native staple Com-
modities), how can they depart from us without Nakedness and
Beggary?’10

Both attitudes arec extremely important in colonial policy,
even though they were hardly as well considered as they might
appear.

To consider first the latter point of view, the need for political
subjection of the colonies: if it were true that the colonies
could be kept in perpetual subjection, under the conditions
prescribed by Strafford, this postulates three things, and in practice
it is very unlikely that all three conditions should be fulfilled. If

10 Staple Act: 5 Car. I ¢. 7% 4.—The Earl of Strafforde’s Letters and Despaiches,
ed, Knowler, 1 193. guoted in Cunmingham I1? 368 note 2.—Seeley’s Espan-
swn of England (1883) : of the two series of lectures it embodies, the fourth lecture
of the first series contains the phrase: “England gave defence mn return for
trade-privileges.”-—For the general policy, see Beer, Origmns of the Briush Colonial
System and The Old Colomal System (not completed; art? ch, 3 in the first and
ch. 1 in the second. For the tobacco policy party, Origins 403-8 and 0Oid. Col.
Syst. I 140-7.—Perhaps the best short survey for France is still Pigeonneau's
“La politique coloniale de Colbert” (Annales de ["dcole libre des sc. pol. 1, 1886,

»B7-509).
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we assume in the first place that the economic side' of the argu-
ment were sound, it does not follow that the colonists, eager for
liberty, would allow themselves to be frightened off from
revolting. In fact it is conceivable that they would put up with
“nakedness and beggary” for the sake of what in their eyes were
a higher end. But actually the economic argument itself 15 not
without flaws, and for two reasons: if an industry which hafs
natural advantages in a country has been forcibly restrained, it
does not follow that it cannot arise once the restrictive measures
disappear. And finaily even though it were really true that such
manufactures could not arise in colonies which had grown
independent, bccause they had formerly been artificially
restrained, would it therefore really be likely that the colonists
could no longer procure their supplies from their former mother
country? Mercantilist doctrine taught that export was the
only desirable economic transaction and goods were exported
to enemy countrics even in war time. Itis thus extremely improb-
able that export to independent colonies would be forbidden,
and in fact the actual course of development proves that it was
by no means the case. Afier the American colonies gained their
independence, they continued to draw their supplies {rom
England, and England did not for one moment contemplate
withholding her goods from them. But if this argument 15 not
sound, it is sufficient to invalidate the whole train of reasoning ;
and that it was faise is proved by the course of history.

_In the second place, with regard to the principle of sen-sufki-
clency, its military value could not be particularly great if it
were applied in practice to a system comprising a Luropean
country and its transoccanic colonies. For if the country were not
misiress of the seas, she could not in case of need draw her supplics
any better from her own colonies than from foreign countries,
in fact far less easily than from her immediate neighbours. This
axiom was borne out in the 18th century as regards France, when
England faid an embargo on all French colonial produrts.
Bcs:des,. where there was a shortage of tonnage it might be
more dtfﬁcu]t, even for a country which dominated the scas.
to draw its supplies from distant colonies than from foreign ports
C'Iosgr at hand. Thus even England found difficultics in pfoc':ri‘ng
ft':'ommc:hizn: hﬁer 6910ﬂ1es, because to obtain it thence involved
from the c-r?s D‘f:et}:::m\fs E:f] g!UCh s N ‘Oblain )
was the ggeatcr cost c:f(I)rb o l'hc Ba'lm-' 1n addition there
the less efficient commc;-a pour, sometimes six times as great, and

cial organization.
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There was, however, one set of conditions under which the
policy of drawing supplies from the colonies could spell greater
safety than import from foreign countries, i.e. when foreign
states placed embargoes on their own exports for political or
other reasons ; for such obstructions were out of the question when
the goods came from a territory subject to the same government.
And these conditions were not altogether absurd, for it is well
known, for example, that Sweden under Charles XII was an
unknown factor in this respect—there was no knowing how she
would act. It was, further, of outstanding practical importance,
that the Baltic, the enclosed sea from which naval stores were
drawn, could be blockaded very easily by any adjacent or other
maritime power, whereas this was impossible in the Atlantic
Ocean on to which the colonies bordered. There is thus a kernel
of common sense in the endeavours of the Old Colonial System
to build up its political power on a self-sufficient territory com-
prising the mother country and its overseas possessions; but the
weight of this argument has certainly been much over-estimated. 1t

Autarchical aims appear still more self-contradictory in
mercantilism, because the old idea of blockade, the cutting off
of the enemy’s supplies, is inconsistent with the conception that
a country’s gain lies in export, and that import constitutes a loss.
The result is then a kind of *‘self-blockade”, the most stupendous
example of which i1s Napoleon’s Continental System. The work
to be carried outin the interests of defence by the policy of self-
sufficiency could thus not be very great; for enemies were on the
lock-out for the opportunity to flood a country with goods. It
follows that in reality it was based on a strictly economic doctrine
and ne! on any considerations of power. It is not impossible to
find instances of a consciousness of this character of the policy.
Richelien, a statesman who was continually engaged in war, is
stlent on the neced for protection against blockade when dis-
cussing in dctail that France ought to manage without importing
from her neighbours. Montchrétien’s view on the economic
problems of war is revealed, ¢.g. in his desire to send expensive
furs to the enemy “so as to draw thence gold and silver and other
advantages and, after he has been thus enfeebled, to be able to

" Cp Albion 2381, 240.—An English proclamation of 1025 concerning
saltpetre calls it a country’s good fortune not to be dependent on the “dangcr-
ous, chargeable and casual Supply thereof from F. sign Parts” (Foedera, ed.
Rymer, tsted XVIII 23, Hague ed. VII1: 1 16}, The second of these three
adjectives obviously refers to the palve view that native production was not
“chargeable”; the first is explained by the third, which is therefore what
rrmains of the argument.
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conquer him more easily and to become his master”. The
measures and aims which are taken to have been dictated by
political considerations of power reveal themselves in such
observations as a cloak for economic ideals.1?
Population )
There were still other and more important aspects of economic
life which were brought into contact with the state’s interest in
power ; the policy regarding population was particularly affected
by it, It usvally manifested itself merely in a general attempt to
increase population, which was also actuated by many other
economic motives (économic in the narrower sense of the word)
as will be elaborated in the following part. In the continual
struggle against the enclosing of pasture lands to the detriment
of corn growing, carried on in England throughout the 16th
century, the idea that frequently appeared was the need to
maintain a peasant population in the interests of national defence.
A proclamation of 1548, for instance, stated that ““the surety . . .
of the Realm must be defended against the enemy with force of
men, and the multitude of true subjects, not with flocks of sheep
and droves of beasts”. And the idea recurs again and again in
contemporary literature. 19
It is of still greater interest that in exceptional cases the pulicy
of power was concerned not merely with the size but also with
the quality of the population. It might be thought that quality
would already have been considered important for general
economic reasons; but actually mercantilists did not give thuch
thought to the effect on production of the quality of the working
population, except in the case of individuals with superior crafts-
manship. As far as the mass of the working population was
concerned, they were counted rather than weighed. Considera-
tions of power occasionally introduced another conception.
True, the idea that man and his welfare might be an end in
themselves certainly never occurred to anyone; they were merely
2 means to be used for purposes of the state. But to be suited for
such purposes certain humag qualities were still considered
hecessary. This attitude js best expressed by Bacon, as has been
indicated in Addendum §1 to the previous chapter. His essay “OF
Nomtoc 7 o e 00 14 e
Metkantilismis cte .. > (urioh. Vo, Fot ety ot Astarkle m
i Proclamat;on of ;548? in b;;mw” ofﬂfet‘ arse .,w I, Zurich 1945).
. ’ ommen Weal (ed. Lamond) 149,
cf. xt — Abn: 15, 59 93; "Policies 1o Reduce this Realme of Englande vitg
a Prosperus Wealthe and Estate' 1549 {Tudor Econ [logs I 31L| 1y eh, 3

H. Latimer, Seven Sermons before Edward Vi, Engli ‘
A 549; Engl :
Arber, XIT1, Birmingham 186, 40). 4% Smleh Repri, ed. &



METHODS OF THE POLICY OF POWER 45

the True Greatnesse of Kingdomes and Estates” inquires, as the
title suggests, into the essence of true political greatness, which
according to Bacon was a matter of quality not quantity :

“The population may appear by musters, and the number and
greatness of citiex and towns by cards and maps. But yet there is not
anything among civil affairs more subject to error than the right
vatuation and true judgment concerning the power and forces of an
estate. The Kingdom of Heaven is compared, not to any great kernel
or nut, but to a grain of mustard seed, which is one of the least grains,
but hath in it a property and spirit hastily to get up and spread. So
are there States great in Territory, and yet not apt to enlarge or com-
mand; and some that have hut a small dimension of stem, and yet
apt to be the foundation of great monarchies.

“Walled towns, stored arsenals, and armouries, goodly races of horse,
chariots of war, elephants, ordnance, artillery, and the like; all this is
but a sheep in lion’s skin, except the breed and disposition of the
people be stout and warlike; nay, number itself in armies importeth
not much where the peaple is of weak courage; for, as Virgil saith,
‘It never troubles a wolf how many the sheep be.’ ”

One of the most popular ideas of the time, then, comes under
the fash of his argument

“Neither js money the sinews of war, as it is trivially said, where the
sinews of men’s arms, in base and efeminate people, are failing.”

He then develops a complete social programme :

“Let States that aim at greatness take heed how their nobility and
gentlemen do multiply too fast; for that makeih the common subject
grow to be a peasant and base swain, driven out of heart, and in
effect but the gentleman's labourer. . . . And you will bring .t 1o that,
that not the hundred poll will be fit for an helmet, especially 4s to the
infantery, which is the nerve of an army; and so there will he great
population and little strength.” 4

It must be admitted that the Machipolitik aspect of population
policy could hardly have heen expressed more conclusively.

The ideal behind the distribution of property, it must be
emphasized, and the relative strength of various classes was
related, in the considerations of power, to medieval aspirations.
I refer to the subject dealt with in Chapter VI of the foregoing
part (I 271f). People were fearful that “the rich eat out the
poor”, that monopolization might create a sinall number of rich
at the expense of a suitable subsistence for the large majority.

¢ Bacon, Essays (ed. Wright 119-22). Sec also Addendion §).
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In Bacon we see the connection between this standpoint and that
of the policy of power, applying not merely to lhg rural POPU{TI'
tion referred to in the last quotation but cc_)nccn-'ed on muc
broader lines, “Above all things good policy is to be u:‘;(‘d; that
the treasure and monies in a State be not gathered into few
hands; for, otherwise, a State may have a great stock and "yct
starve. And money is like muck, not good except it be spread’’—
this phrase was also meant to support the demand to keep money
in circulation. **This is done chiefly by suppressing, or, at the
least, keeping a strait hand upon, the dev?uring trades of usury,
ingrossing, great pasturages, and the like.”!? .

This attitude, it should be added, has been cxvcpilt_llmi al all
times in the treatment of population pmblomg,_and It bex ame
increasingly so in the course of the mercantilist period. The
military aspect of population was not emphasized at all strongly
in later mercantilist thought. The worker came to be r‘egardcd
altogether as a factor of production, as will be discussed n dt:t‘.nl
towards the end of the following part (v.d. 152-172). The
individual played a part in the system only as a servant of
economic ends, though these ends, in their turn, tould be I‘!‘h’.id{‘
subservient to the interests of power. With a large population
and low wages it was hoped to effect a large export sm;)lu:s ot
manufactures and a large import surplus of gold and precious
stones, and this desire became itself a part of the state’s policy of
power. This brirgs us close to the recond of the twn methads of
the policy of power : the state attermipting to strengthen its power
through national econgmic prosperity. ‘The view of the means
to that cnd consequently coloured the policy of power,

Money

The attitude of the policy of power towards money is particularly
characteristic of this, for it was naturally conditioned by the
general mercantilist conception of money as embodying all
economic resources. Again and again the view is repeated, with
greater or less clarity, that a state could be without money
only on pain of serious political and c¢ven more serious miljtary
consequences. John Hales, in his Discourse of the Common Weal,
calls “treasure” the sinews of war because the king could not
use other sorts of money {of lcather, etc.) abroad,

“Money the sinev 5 of war™ { pecunra nervus belli or nerm bellorum)
was a slogan that seldom failed. Bacon, with his more OFganic
view of society, did not approve of it and attacked this most

¥ Bacon, Essays, “Of Seditions and Troubles” (No. 15 in 1625 publ.. ed.
Wright, 60). (No- 15 > Putls
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popular opinion on the relation between power and economic
life.* Sometimes it was said that it was “now > no longer the
sharpest sword but the longest purse that won wars, and some-
times the illustration was more detailed. In a typical, anonymous
pamphlet of 1671, The Use and Abuses of Money, the opinion is
given that ‘““The greatest and most weighty reason that money
is of public use, is, that it tends to the preservation of a Kingdom;
money is the sinews of war, and riches the honour of a Kingdom
in Peace. . . . And 1if Soldiers could be paid without meney, or a
Crown maintained and kept without Coin, there would be no
absolute need of it.”” As usual, Locke was a particularly good
representative of the mercantilist peint of view. In support of
the thesis that a country must have more money than its neigh-
bours, he wrote “if any of our Neighbours have it in a2 much
greater abundance than we, we are many ways cobnoxious to
them—{[ic] ~he must have meant it the other way about). 1. They
can maintain a greater force. 2. They can tempt away our People,
by greater wages, to serve them by Land or Sea, or in any Labour,
3. They can ~nmmand the Markets and thereby break our
Trade, and make us poor. 4. They can on any occasion ingross
Naval and Warlike Stores, and thercby endanger us.”” The
argument was based throughout on the characteristic mercan-
tilist theory of money, and is interesting as a proof of how
important considerations of power in money policy appeared
even to so advanced a rationalist as Locke. It shows how im-
portant this attitude was in the practical policy of mercantilism.?®

The rclation between monetary policy and power was parti-
cularly ¢lose in the sphere of public finance, for financial resources
were of course one of the first prerequisites of military policy.
The economic justification for connecting this with the supply of
money was possibly greater than when applied to economic life
as a whole, for many states, especially en the continent, found
great difficulty in reckoning their revenucs on a money basis
to the same degree as they had to do with their expenditure. Be
that as it may, the policy harmonized perfeetly with the general
mercantilist conception of the role oi money in economic activity.
Needless to say Colbert was the best representative of this view,

18 Discourse of the Commaon Weal 86 £ —[M. de St, Jean), Le commerce honorable
o constddrations politigues {Nantes 1647) scct. 2 chap. 3 & 4, part”. 150, 162 fi —
Fhe Use and Abuses of Monev {(Lond. 1671} 4L—Lc *e, Further Considerations
Concermng Rasing the Valus of Money {and ed., Lond. 1603, i5 f).—8ir F. Brew-
ster, New Eosays an Trade (Lond. 1702) 28, 31.—]. Law, Conudérations sur ke
commerce e '@ gent (1705, French ed., La Have 1720, chap. 7 & 8, e.g. 183).—
. Defoe, A Plan of the English Cotnmerce (1928, repr. Lond. 1928, 39 £} ete.

* See helow 11 abg, Addendion §6
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for he was the greatest martyr to financial policy. In the great
Mémoire au Roi sur les Finances of 1670 quoted above he elaborated
the relationship in the greatest detail. He there viewed the
connection between the amount of taxation and the total of
circulating money or precious stones in a manner typical of
mercantilism and its monetary conceptions. He then entered
into detailed computation of the way in which a belter propor-
tion between the two could be arrived at. In his opinion, the
proportion should be 1:3, whereas in reality he calculated the
total taxation at 7o million livres compared with a silver cir-
culation of only 120 millions. In this way he easily arrived at
the usual mercantilist precept, that of increasing the amount
of money in the «ountry, and with him this precept became a
strong fundamental of public finance. How intimate Colbert
regarded this relationship and how seriously he went about the
matter may be seen in the fact that he not only urged strict
economies in the budget, but seriously contemplated placing
obstacles 1n the way of the circulation of silver between the
provinces, so that one should not be able to have too little and
another too much. For the same reasons he urged that the
fortifications in the newly acquired territories be limited and
no troops be sent there, so as to prevent money from flowing to
neighbouring countries. A statesman more than usually dominated
by consideration of power is here scen to allow his practical
measures to be profoundly influenced by his views of the con-
nection between cause and effect in the economic field, above
ali in the field of money.1?

In this way the policy of. power led to the typical mercantihist
programme for the orgamzation of economic activity, hecause
the latter was considered a means for the attainment of power.
At the same time it is evident that such a programine could often
easily come into conflict with the demand that the country must
be prepared for war, and in fact many examples have been given
above to this effect. Colbert attacked Louvois’ war expenditure
and military undertakings, because they undermined, in his
opinion, the real source of power—economic activity. On the
same grounds, others were able to attack the encouragement
given for military reasons to individual industries, because this
was considered harmful to the general economic development.
The English Navigatio. Acts, for example, therefore did not
enjoy universal approbation among mercantilist writers. Roger
Coke’s vigorous criticism of these Actsis a particularly charactes-

17 Lettres de Colbert V11 235 fI., 254.
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Istic example, for it expresses in its most refined form the point
of view of political power as a factor in the state’s economic policy.
General policy

Like the majoerity of the mercantilist writers, Coke was strongly
influenced by the consideration of power. In the “Definitions”
with which he prefaced the first of his series of four pamphlets
on trade, he stated, e.g. {1671), “The end of trade is threefold,
viz, Strength, Wealth, and Employment for all sorts of People.”
Thus power took its place among the benefits of trade; and this
was consistent with Coke's view that the victory of the Dutch
over the Spaniards was due to trade and that his panacea for
all cvils, increased immigration, meant increased power to the
country. But this by no means prevented Coke from vigorously
attacking the Navigation Acts. His reason was that supremacy at
sca, Jike domination in any other sphere, was to be won simply
and svlely through commercial prosperity: “‘I desire as much
as any man, that Navigation and Mariners may be encreased
by the Natives of England, and English Ships, as far as the
Natives of England in such Shipping can maintain Navigation;
yet both musc be done in time, as by such means as God and
Nature have ordained, viz. by encreasing Trade in England:
and if both Trade and Navigation cannot be carried on by the
Natives alone, 1 see not reason why (at least at present) Trade
{which is more excellent than Navigation) should not be encreased,
though upon the account of foreign Navigation.” There follows
a long series of maxims regarding changes in the regulation of
economic activity, whereby the admission of foreigners to various
employments could be made casier and the purchase of ships
from abroad rendered possible, and thus not only trade but also
shipping could be encouraged. He delivers himself finally of the
‘ollowing reflection: "It is not the royal French fleet, its numbers
ind greatness, which makes the French King almost as mighty
1t sea as the English or Dutch; but it 15 the lack of the latter of
uch industries as could increase their shipping and the number
»f their seamen.” 8

Thus the state’s policy of power was welded firmly and com-
Jletely to the general economic policy. We have therefore arrived
.t the point when it Is nccessary to turn to the treatment of the
conomic matiers proper in the mercantile system; and this
vill be the subject of the two parts that {ollow.

W Cuke, Treatise 1 “Definitions” (unpaged); I1 “Preface to the Reader”
unpaged); LI 27; the whole of 1V, part”. 75, Bo.
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MERCANTILISM AS A SYSTEM OF
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I
DIFFERENT ATTITUDES TOWARDS COMMODITIES

To recapitulate briefly the points leading to the present stage:
the first part of the present work attempted to elucidate the
endeavours towards moulding the state into an economic unit,
A subordinate part referred to the administrative question, the
attempts to transfer the treatment of problems of economic policy
to the state. But our main task was to inquire to what extent the
cconomic sub-division of the state into feudal units—among
which the towns, with their essentially local interests, were the
most significant—disappeared during the period, or to what
extent it remained as a legacy for subsequent regimes. In part this
was intended to elucidate the role of economic policy in the develop-
ment known as the Industrial Revolution, i.e., the etiect of the
policy on economic institutions developing during the 1g9th century.
[t should be noted here that current ideas which have their
roots in the 1gth entury and which have become the successors
to liberalism, have intentionally been given a secondary position
and those of liberalism given precedence in the discussion.

The second part has likewise dealt with the relations to the
aims of the state, not by way of contrast with national disinte-
gration, but with regard to the use to which the resources of the
state should be put. More precisely, how far economic life was
subordinated to considerations of state power. especially in relation
to foreign states, though also insome cases in relation to dependent
colonics. So far as a number of primitive measures were concerned,
this was a simple matter, for their connection with the aims
of political power was unequivocal. This referred to activities
directly intended to increase the supply within the country of
commodities of military importance. But together with these,
were discovered other aspects of economic policy, which became
increasingly important in the course of time. The measures
expressing thesc aspects were not dictated directly but indirecdy
influenced by considerations of power, their direct aim being to
foster economic life as a whole, as an aid to political power. But
what was considered economically beneficial or harmful to the
country depended in turn on the general conceptions of economic
matters. It is therefore necessary to look into these conceptions.

In the third and fourth parts, ideas on the interplay of economic
forces will be considered, in so far as they influenced economic
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policy. It will be necessary to investigate the way mdwhlcg
economic activity was intended to serve the partlcular' ends, an
the means that were considered suitable from the point of view
of society or the state. To understand this, it is necessary to
explain the influence of the general ideas of the time on the
workings of the econemic system. Only such general 1dc_as can
explain why action was taken in one or culmther direction. 'It
is in this way that we arrive at what is specifically economic in
mercantilism, what, from the economic point of view, d:stmgmsbea
it basically from earlier or later doctrines. Henceforth the question
arises of the choice of means for particular ends, whereas hltherFo
only the ends themselves have been dealt with. Now, an economic
system is nothing but an adaptation to given noen-economic ends,
so it follows that we have only now reached what is specifically
economic In mercantilism,

Further, the efforts hitherto described arose more or less of
necessity, forced by the requirements of the state, whereas there
is nothing which arose obviously or of necessity in what follows.
A state authority there must be, and this authority wll_l alfvays
attempt to master particular institutions and to provide itself
with the economic resources necessary to assert itself. It is true
that the manner in which it grapples with this problem will
not always be the same at different times, but the problem itself
is always there. On the other hand, the economic policy deter-
mined by the prevailing economic ideal, and the conception of
economic life on which that ideal is based are susceptible of
unlimited change.

An investigation into what is specifically economic in merc an-
tilism must start from its attitude towards commoditics. This and
the related problems will be dealt with in the third part. The
fourth part will then be devoted to the refationship of mercan-
tilism to money. The connection between the money aspect and
the goods aspect is very close, perhaps even closer in mercantilist
conception than in reality. These two aspects of economic life
were thus most intimately related. Yet they were treated differently
in many respects. The attitude towards goods was taken more or
less for granted and was hardly ever made the subject of a
thoroughgoing analysis during the actual heyday of mercantilism,
but only in the time of its decline in the 18th century. The
_mercantilist conception of money rested just as much on unguided
u;stinct, but it was increasingly the subject of Hvely and intensive
discussion and so was well thought out and rationalized. For
the sake of clarity it is therefore essential to keep the two
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aspects apart, though we must never lose sight of their inter-
relationship.

The attitude of any economic doctrine towards goods might
appear to be the same and too obvious to require mention. For
one would expect every society to make efforts to provide
its members with as plentiful a supply of goods as possible for
their requirements. When trading with other groups, it would
do this by endeavouring to get the greatest possible value out of
the transaction. In other words, the interests of the society, like
the interests of the individual, might be theught to lic in buying
cheap and selling dear. On closer consideration, this is seen to
be merely two aspects of one and the same thing ; for the actual
payment for one’s own goods is made up of the goods of someone
else, so that if relatively many commodities are received in
exchange lor one’s own, one is both buying cheap and selling
dear at the same time.

To the ordinary observer, however, the matter is not so clear.
Moreover, economic life is so complex that the application of
this simple 7. ument to concrete cases involves considerable
difficulties, It may be said that laissez-faire concentrated on the
goal described, often with complete indifference to the compli-
cations involved. As in other cases, it stood laissez-faire in good
stcad here that it could, In a way peculiar to itself, ignore the
economic ideas of the *‘natural man”. These did not dare venture
forth in the face of its doctrines, for these doctrines came to
appear too irrefutable to stand contradiction,

A paraliel to the attitude of latssez-farre towards commodities
existed in a much earlier period, in the early Middle Ages. Whatis
usually described as medieval economic policy is undoubtedly a
relatively late phenomenon, succeeding an earlier state ol affairs
in whirh there was less interference from above and greater
economic mobility. North of the Alps, the new, so called medieval
tendencies were not of much importance before the 13th
century, and in the Hansa, for example, the new policy was in
full swing only after 1400. It is difficult to determine how far the
apparently “liberal” order which had prevailed unul then was
the expression of a particular economic outlook, for its character
is revealed most clearly in the measures of compulsion which set
it aside. But it is not inconceivable that it was partly based on
ideas which saw an advantage in the expanson of trade and the
visit of foreign merchants.! The main explanation, however, must

1 The greater freedom in the early Middle Ages in the case of the Gcrman
towns has been emphasized particularly by von Below's Probleme der Wirt-
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be sought in another direction. Deliberate encroachment on
economic activity was impossible simply because there were no
institutions powerful and purposeful enough to identify themselves
with such a policy. In so far as there was any such economic
policy at al;, it differed entirely from the laissez-faire of la_tcr times.
Consequently, an account of the history of economic ]?o'hcy
after ancient times need not go further back than to municipal
policy in its classical, medieval form. . )

The first part of the present work has shown, with defailed
evidence, how vastly important were the medievfil townslm.all
aspects of economic policy, and how they retained their im-
portance until well into the 1gth century. And municipal
influence made itself felt just as much in the attitude towards
commodities, But even from the point of view of mt_n‘m*lpal
policy, there were three different conceptions of [ht'? sigmhrancc
of goods, and all three enjoyed a far-reaching and lasting influence.

In the first place, goods could be regarded purely from tl:lﬂ'
standpoint of exchange. This was how they were regarded in
trade, or rather in middlemen’s trading. Where the town was a
trading centre, this view was decisive. Secondly, even when viewed
from the standpoint of municipal interests, goeds coutd be
treated as was natural to citizens who only consumed but did not
produce goods of this kind. For the most essential of all goods,
food-stufls, a town is almost exclusively a centre of consumption. It
was therefore natural to aim at as plentiful a supply of goods as
possible without considering the eflect on the producers. That
was the second aspect. The third was a function of the town in
its capacity as a production’ centre, goods being regarded through
the eyes of the producer. Production was then considered to some
extent an end in itself, and the goal of production, the catering
for wants and consumption, was ignored. These three points of
view are mutually exclusive, but they can all be deduced from
the principles of a selfish municipal policy, as we have observed
in the fourth chapter of the first part. In practice, each of the
three exercised a wide influence hoth in space and time,

The results of all three may easily be described. From the point
of view of trade, pure and simple, no sentimen, as it were, enters
schafisgeschickte (Ttibingen 1920) 233-45: cp. the sentiment placed at the head
of the oldest code of Strasburg, dating from the 12th century : Y'Ad tormam
aliarum civitatum in co honore condita est Argentina (= Strasburg), ut
omnis homo tam extraneus quam indigena pacem in ea omnj tempore et ab
omnibus habeat” (Urkunden zur Stédischen Verfassungsgeschichte, od. F. Keutgden,

Berl. 1901, 93). In Italy, France, and Engiand municipal policy proper hegins
approximately equaily lare.
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into the attitude towards goods. Their only function is to provide
profits in exchange transactions, and for the rest they are a matter
of indifference. Next, from the point of view of consumption, at
least in the short view, the aim is necessarily to attract and
retain ‘the goods as much as possible. To exaggerate somewhat,
this aim may perhaps be called a hunger for goods. Lastly, from the
producers’ point of view, goods are regarded with precisely
contrary feelings. The danger then lies in having too much, in
not being able to dispose of the goods, and in having them
remain on one’s hands; while the object is to rid oneself of them
as fast as possible. Under the influence of such ideas there arises
a sort of fear of goods.

With regard to prices, too, these three aspects are clearly
differentiated. Commerce desires neither cheap goods nor dear
goods; it wants to buy them cheap and sell them dear. Here is a
point of agreement with the laissez-faire outlook, which will be
illustrated below in greater detail. In this connection, too, goods
are an indifferent tactor from the standpoint of commerce. The
consumers, or the other hand, desire to procure the goods as
cheaply as possible. ‘Their gospel is the gospel of cheapness. The
standpoint of the producers leads to the gospel of dearness.

Stilt, if the attitude towards goods is reflected in a corresponding
attitude towards prices, there emerges an important and novel
factor. Tt 1s true that high or low prices always appear, to the
untutored mind, as the result of a scarcity or abundance in the
suppty of goods. But i prices are expressed by a common measure
of value, the monetary system in reality enters as a new contri-
butory factor of the most far-reaching importance. The demand
for higher or Jower prices then leads to a cotresponding maonetary
policy. Here, therefore, exists a close relationship between the
goods aspect and the money aspect of economic policy. This
relationship will be discussed in the fourth part, 1n connection
with monetary policy itself.

The following exposition may be considerably simplified if
special expressions arc adopted at the outsct for the three types
of economic policy just outlined.

The policy determined by the interests of intermediary trade
will be called staple policy. Historically the word “staple” has had
a double meaning, but one of its meanings, und in fact the more
important, indicates precisely the standpoint which it is here taken
to characterize. ‘The second meaning of the word staple, with
which we are not, at least primarily, concerned, arose from the
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practice of merchant organizations of creating “factories” or
commercial centres abroad, on which members were more or
less compelled to focus their business, without any regard for the
interests of the local merchants. In this second meaning, the
term “‘staple” is identical with “mart town’_’, and Js‘cmpl:))_fed
as such both in the Hansa as well as in the various English trading
corporations, the Merchants of the Staple and the Merrha‘mt
Adventurers’ Company. The staple policy under r0n51clcrauc3n
here was, on the contrary, pursued by the towns themselves in
their own interests. .

The policy which has the consumers’ interests in mind may be
described by a contemporary Spanish expression—the policy of
provision {politica de los abastos).® This expression w1lllbe us:cd to
include both what is intentional and what is unintentional in the
policy. _

For the policy dominated by producers’ interests there exists
an expression of respectable antiquity in the term prolectionism.
But it is particularly necessary to guard against a posstble mis-
understanding on this point. As used in this book the word does
not refer to the prescnce or absence of governmental measures
as such, interfering with economic activity, for these were common
to all three types. Protectionism here is taken to be the outcome
of a definite attitude towards goods, the “fear of goods” or the
*‘gospel of high prices”.

On closer examination, the three types, in spite of fundamental
differences, will be found to present many features in common.
For our purpose, the relationship of bath the staple policy and
the policy of provision to” protectionism are of importance. At
the outset, however, it is necessary to emphasize their differences.

Finally, it might scem natural to assumec that the threc kinds
of policy were always applied to different groups of commodities-—
the staple policy to the goods used in the intermediary trade of
the particular town, the policy of provision to its food-stuffs, and
protectionism to its manufactures. Actually this was partly the
case; the staple policy and the policy of provision in particular
often went together, and indeed this often gave rise to friction.
In the normal way, however, the towns limited themselves for a
long time to these two of the three possible methods, so that
protectionism, in the sense here used, never or hardly ever
occurred at all in the medieval system. This was due to the
Circumstance, which must be stressed over and over again, that

¥ M. J. Bonn, Spaniens Medergang wdhrend der Preisrevolution des 16. Fahr-
hunderts (Stuttgart 1896) 128.
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cconomic policy is determined not so much by the economic
facts as by people’s conceptions of these facts. Now during the
greater part of the Middle Ages, these conceptions did not favour
a protectionist system. After the end of the Middle Ages the
position was completely changed. In time a divergence arose
between the staple policy and the policy of provision on the one
hand and protectionism on the other. Protectionism, as I under-
stand the word here, was a relatively late phenomenon, which
gave rise to another policy and another attitude towards com-
modities.

This must by no means be taken to imply that the older methods
had disappearcd completely before the igth century. That is
true neither of them nor of any other elements of medieval muni-
cipal policy. Whot took place was that there arose in addition a
new phenomenon, which pushed them further and further into
the background. The new phenomenon is the policy of nrotection
which, together with monetary policy, represents the most
important original contribution of mercantilism to the history
of cconomic nel !

Y In an ess1y, Y'lThe Heavy Hand of Hegel”, 1n Natwnalism and Inter-
nafionalism  Essavs amseribed to Carlton § Hayes, ed E M Earle (NY 1950},
wn general well disposed to my book, & W {ole wntes that he {imds traces
of the influence of Hegel 1n some of my concepts IMis s expressed m what
he ¢alls my canception of mercantlisn "as a real entuty”, and my regard for
the “fear of gouds™. ric, a3 “operatine entities, which make people do things
rather than treaning themn ax mere descriptive terms apphed to what people
did " I am entrely unaware of having been in any way infivenced by Hegel
Not only 1 my knowledge of Hegel Limited, but his views are gquite alien to
the school of thought to which I belong With respect to the shor:w nungs for
which I am coticsed  and no specific quatation appears—I can oty say
that | have tried to do preciscly that which Cole sces as correct. The notion
of hypostatiing 1 quite incompatible with myv way of thinking 1 could
hardly make this cleares than 1 have done from the outset, sice I am quite
ignorant of what s meant

With respect to the “fear of goods”. 1 mav be added that T am i full
agreement with E A ] Johnson when he states in Predecessors of Adam Smith
{N'Y 137) 218, that the phenomenon in queshion does not in anv sense mmply
a fear of production, but rather that it 15 *a fear of redundant stocks ot hneshed

g::{i 3



II

STAPLE POLICY

1. INTRODUCTION

Even a simple economic analysis must convipcm? the merchant
that the supply and the sale of goods are most mf:mately related.
Pure merchant interests have thercfore always atmed at guaran-
teeing the supply of goods to the particular town or corporation
to which the merchant belonged, and likewise their sale. The
underlying principle of the staple policy is wci‘l expressed in an
indignant description which the electoral council of Brandenburg
gave of Hamburg’s policy in 1582: “The Hamburg people are
concerned solely with extorting corn at low prices and on their
own terms f{rom the Elector of Brandenburg’s subjecrtq, and
selling it again afterwards as dear as they plcase.‘l’ What the
Hamburg merchants were reproached with was their eagerness
to secure at the same time both the purchase and the sale of
corn, in other words, with the fact that so vital a need as corn
occupied their attention only as the basis of a business transaction.
The attitude denounced here was the same, in principle, as that
which gave rise In the United Provinces to what has often been
called the Dutch tendency to free trade, an expression which
can easily be misconstrued. Laspeyres, the German cconomic his-
torian of the last century, has aptly characterized this Dutch
trait in the following terms: “The merchant was a free-trader in
every respect. He desired no limitation on exports, so that he
might export as much as possible, and no limitation on imports
50 that he might import as much as possible; finally he vanted
n¢ Yimitation on transit so that he might import and then export
as much as possible,?

In elaborating such a policy the problem could first of all he
approached purely topographically, as it were. One could con-
centrate solely on preventing the goods or the trade in the guods
from passing by the particular town, that is, on making the town
the siaple {or entrepét} for the goods. This factor is never absent

! Schmoller, “Studien iiber die wirtschaftliche Politik Friedrichs des Gros
sen”: VI Die iltere Elbhap lelspolitik, die Stapelrechte und -karmpfe von
Magdeburg, Hamburg und Liincburg (Schmoller’s Fahrs, /. Ueselzgebung, etc,,
VI, 1884) 1039.—E. Laspeyres, Geschichte der volksunrtschafilichen Anschauungen
der Niederlinder cur Jeit der Republik (Preisschr. der Jablonowskischen Gesell
schaft X1, Lpz. 1863) 162.
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in staple policy. To this extent the idea of a staple centre asa
part of the organization of foreign trade, which has otherwise
been excluded from view in this place, may be included in the
meaning of the term. And it was in fact through the organization
of staple centres in foreign trade that trade was drawn to the
place where the staple was fixed. For this reason the cities usually
strove to become staples for the Hanseatic or English trading
organizations. The aim of staple policy in this case was served by
so-called passive trade, whereby the merchants and the population
of a particular place allowed the merchants of other countries
and other places to bring and fetch goods, instead of themselves
carrying their goods to foreign places and fetching others back.
Without using any kind of compulsion, Bruges employed these
principles of passive trade in earlier times, in the same way as
Antwerp did, to an even larger extent, during 1ts unique period
of prosperity towards the end of the Middle Ages and in the
16th century. Both of these towns succeeded in this way in
attracting merchants from the whole of western Europe. Even
in a city such as Venice, with its gieat shipping interests, the
policy of passive trade was maintained for the sale of goods
carried by land to transalpine Europe, though mn this case it
could certainly not be pursued without strict measures of com-
pulsion. The policy aimed at making the city the “place of con-
tract” (il luogho di confratte) as it was called in Venice The English
historian of Vemce, H. F. Brown, has epitomized thus 1dea in
his observation “where the goods are there the merchants will
gather”, Even a monarch hke Gustav Vasa, who rationalized
medieval ideas to an unusual extent, placed passive trade in the
centre of his programme of foreign trading policy, because he
believed that transactions effected with foreigners in one's native
ports meant more advantageous terms than it was possible, in
his opraion, to get before, when “we were always accustomed o
dragging them (the goods) to their own door-step”™ 2

2 Most of the sources for the North {wahian cities have been inaccessible
to me For tlus reason the greater part of the data has been taken from
A Schaube's invaluable coltection of materials, Handelsgeschichle der Romanischen
Volher des Muttelmersgebiets bis zum Ende der Kreuzzuge (Below and Meinecke,
Handbuch der Mittelalterlichen und Neueren Geschuchte, Munich and Berl.
1906}, part’. chaps. 37-46. The facts are partly to be found in W. Hevd’s
classic work Fhsiore du commerce du Levant au moyen-a, * I-T1 (ed. frang. p. F.
Raynaud, Lpz 1885/86), and in A, Schulte's Geschuhte des mattelalierlichen
Handels und Verkehrs zunschen Westdeutsehiond und ftalien (1-11, Lpz. 1900, but
part?. for the later Middle Ages). For Venice, which is not treated 1n Schulte’s
wo.k, there are other valuable data, espreially in: W. Lenel, Die Entsichung
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As a rule, however, people were not gontcnted simply with
attracting goods to the city; they also tr:ed' to concentrate the
business within the city in the hands of native craftsmen, mer-
chants, brokers, carriers and shippers. A great part of the staple
policy was of this nature and this shows how 1n51gn1hcanF were
the free-trade elements, in a general sense of the term, in this
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tendency. '
At the same time the policy could easily be made to serve:

the purposes of the policy of provision, because it was hent upon
supplying the city with goods. With regard to imports, staple
policy and th* policy of provision therefore went hand in hand.
They only clashed when the staple policy and the middlemen
interests also demanded export. A survey of the fate of the staple
policy gives a clearer idea of its real nature.

2. ITS DEVELOPMENT

Tendencies towards a staple policy were clearly manifest even in
ancient times. Later, Byzantium apparently had a fully developed
staple policy, in connection with state trading. European mer-
chants were not permitted to go to the Orient via Constantinople,
nor were they allowed to trade with one another within the city. 3
From there the system passed to the North Italian cities.

In North Italy these tendencies were ubiquitous, both in the
coastal and in the inland towns. About the middle of the 12th
century, for example, when there were fierce struggles hetween
Lucca and Pisa, one of the disputed points was whether Lucca
had the right to exercise staple rights with regard to the iraffic
from the Nerth to Pisa. It may suflice, however, to restrict our-
selves to the two most important examples, Venice and Genoa.,

In 1095 the Emperor. Henry IV, confirmed an earlier treaty
between Venice and the Regnum Italicum, at the same time making
the important proviso that his people, i.e. the non-Venetians,

der Vorhervichaft Venedigs an der Adria {Strash. 18q7); H. F. Brown, Studies in
the History of Venice I {Lond. 1907); H. Sunonsfeld, Der Fondaro der Tedesche in
Venedig I (Stuttg. (887) part 1.—For Gustay Vasa, see my article **Natural and
Money Economy as IMuastrated from Swedish Histary in the 16th Century”
{Fournal of Economic and Business History 111 1930/31, 10, 16).

There is a remarkable agreement with Gustav Vasa's arguments in Wheeler's
Treanse of 1601, defending the Merchant adventurers 60 f.) ; Wheeler attempts
to show the value of the company’s concentration of trade ‘n the “mart town”™,

* L. Brentano, “Die byzantinische Volkswirtschait” {Schrmoller's Fahsbrch
XLI, 1917) 588; cp. J. Kulischer, Ailgemeine Wirtschaftsgeschichte des Mittel-
glokr; tnd der Newzeit (Below-Mceinecke’s Handbuch) I (Munich and Berl, 1g2H)
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should be given the right to trade as far as Venice, though not
beyond (usque ad vos et non amplius).* From the beginning of the
12th century onwards, it was primarily Genoa which pursued
this policy. Its aim was to become the sole staple for what is
to-day ‘the south of France, and to exclude the cities of those
parts from participating in trade on the open sea and primarily
the trade to the Levant. In the course of the century, Genoa
cxtended the same treatment to the cities of the west coast
of Italy and particularly to Pisa. The strictest measures of all
were naturally taken against the cides on its own riviera. In
1153 Savona, onc of these cities, had to agree to the arrangement
that every shup bound for Sardinia and Barcelona should set sait
from Genoa, take with it a number of Genoese merchants, and
unload at GGenoa on the retum journey.

The policy was not adopted in Venice for another hundred
years, but when it came, it was pursued with a complei ness and
consistency that far outstripped Genoa. It persisted, with little
or no change, down to the overthrow of the city republic by
Napoleon ir ., 4% During the first hal{ of the rgth century
various Venetian measuies were passed, combining the aims of
the staple policy with those of the policy of provision. For the
attempt to hinder the intermediary trade of other cities went
hand in hand with the endeavour to provide Venice with those
guods which it necded itsell, that is, not mercly with goods
intended for resale. This interconnection, which has been referred
to before, was also to be found in the German cities. A treaty of
1230 with Ferrara cannot be interpreted otherwise. It gave the
Venetians the right to fetch corn, vegetables, and fish from
Ferrara, so long as the price did not exceed a certain aiount.
The same applied to a treaty of 1234 with Ravenna. This city
was allowed to sell corn and salt to Venice only and to send to
Venice only such food-stuffs as were brought from the Marks
and from Apulia. The same two-fold aspect was obviously present
in the prohibition of 1236 concerning Ragusa which was not a
foreign, but a dependent, city. It was allowed no dealings with
the cities of the north Adriatic, except for the purpose of importing
food-stufls into Venice.

Even at that period there were premonitary signs of the
notorious Venetian trading system, which took definite shape .n
the second half of the 13th century. At Lhis point 1 shall
confine myself to a description of its earlier features. An essential

4 The wording is ambiguous {(cp Lene! 3 £, Schaube 7). but in both possible
realings the quotation supports the view of the text,
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was to reserve for the Venetians all trade,
distant countries—principally, that is, the

Levant trade. Two different principles appear to ha;el_bfc;
applied here, depending on whet%ler or not th'e V enetians be it;:;i ;
themselves to be capable of entirely excluding competing ¢ _
and countries. IT not they only attempted to attract to thmrhown
city the merchanting of the goods brought from the Levant by others.

The first method was used in connection with a dependent
city such as Ragusa. In 1232 it was given exemption f{um (‘n_sflm'_rls
duties on its goods in Venice if they came {rom Slavonia, in
Ragusa’s immediate neighbourhood. Otherwmc it had to pay ‘1“‘
creasingly high .luties, which varied in direct proporiton to the
distance goods had come. Finally it was only permitted to sfrnd
into Venice a limited quota of goods from Syria and Africa. What
the Venetians reckoned on here was obviously that the Ragusan
merchants would not be able to sell elsewhere such gouds as they
did notsellin Venice, or that, if need be, they could be ;.Jrcvt'nt.cd
from doing so by force. Tolimit the sale of Levant goodsin Venice
was therefore the same as to limit the sale of Levant goc?d:, by the
Ragusan merchants in general. If I am not mistaken this miay be
taken as an instance of Venetian policy at a time when it believed
it had complete control over a market. With a powerful and
independent state such as Sicily, or an independent ity such as
Ancona (1264), tactics of the other type were employed. Under
the Hohenstaufenn Emperor, Frederick I, and also later in 1257
and re59, Sicily had to undertake to import foreign goods into
Venetian territory. In this case 1 assume that Sicily and Ancona
could not he prevented from importing goods from the Levant
and that the next best thing, from the Venetian’s point of view,
was at any rate to divert the goods to their nwn (ity,

The measures mentioned hitherto only regulated imports.
‘The measures designed to rescrve the sales for the Venetians were
even more numerous. Ravenna /1234) and Ancona (1264) were
to renounce the pilgrim traffic entirely in favour of Venice.
Ancona and Aquileja (1248) had to agree to import no goods
into the inland territory reserved for Vemice. Ravenna {1261}
had to give up all direct imports from countries ac rass the sea und,
with certain exceptions, even from North Italy. Ferrara was
forced, after its final defeat in 1240, to accept goods, taked up
the Po, from Venetians only (or, possibly, froin Venice),® It is
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aspect of the sysiem
and chiefly trade with

¢ Theariginal has the abbreviation “a Venes”. This may mean “a Veoetis”
{from the Venetians) or “a Veneciis" {from Venice). In the latter case the clause
belongs to the next paragraph.
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seen that trade, not the goods themselves, was everywhere the goal.

Parallel to this was a tendency towards a staple policy in a
purely local sense—the endeavour to attract merchants to Venice
or to the particular dependent town which Venice wished to favour.

We have already observed that Venice subscribed to the
principle of passive trade with regard to the sale of goods on the
land route. This applied principally to Germany. With certain
exceptions, Venetians were actually prohibited from travelling
to Germany to sell their own goods or to buy German products.
Such transactions were ail to take place in Venice itself (1278).
The relations with western Europe were different as regards
both export and import. This trade was reserved from the
beginning of the 14th century enwards for the famous Venetian
galleys. The attitude towards the German trade was probably
occasioned by the contempt of the Venetians {or trade by land.
Their endeavours 1o attract trade 10 Venice manifested themselves
in a large number of other measures, and not only in the pro-
hibition forbidding their own merchants from travelling across
the Alps for purnoses of trade. When a Venetian stronghold was
established on the southernmost arm of the Po, Marchamo, (“the
sea calls”’), its commander was obliged to sce that goods passing
downstream were, with certam exceptions, sent 10 Venice only.
Goods sent to Venice, moreover, had to be sold there. The
¢ hronicler and monk, Salimbene, who was biterly hostile to the
Venetians, wrote towards the end of the 13th century: “If a
merchant brings his goods there to be sold, he cannot take them
back with him, tor he is rompelled to sell them there whether he
will or no.”" A law ol, 10 my knowledge. a later date 1aid down
more precisely that two-thirds of the cargo carried by 4 ship
putting in at Venice was to be unloaded there. Trade in Venetian
territory outside the city proper was, generally speaking, likewise
forbidden. Certain favoured, dependent cities, however, were
granted staple rights, sometimes with surprising lack of scruple.
‘The patriarch of Aquileja, e.g. 1n 1248, had to pledge himself
to fetch no wine from his own territory of Istria without trans-
porting it first to the Venetian city, Isola. It was not without
justification that Salimbene said of the Venetians, “They are a
greedy and stiff-necked peoplc . . . they would gladly subject the
whole world to themsclves if they could; brutally do they treat
the merchants who come into their hands.”™®

' Schaube, “Dic Anfange der venetianischen Galeerenfahrien nach der
Nordsee’ (Historische Zeitschrift C1, 1goB} 28 f.—~For Salimbene: Simonsfeld
I1 22 note 6 (according to Monumenta Msi. ad prot. Parmens. et Plaem!. prriinentia
I1T 252},
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In the German cities, essentially the same tcndenutés t;}vcre
present, although political and economic factors affordcmOdz;‘rtl
less scope.” Their ambitions were usually much more m \
and most cities were concerned with the trade along particular
routes, mostly along the great rivers. There were _thcrcf'(l)r'c nodt
so many possibilities of further development as in Ita Yf 51;
especially in Venice. The very geographical situation o the
German cities made a vital difference and was, in fact, obstructive
to economic expansion. The geographical position of the Ttalian
cities gave them far greater potentialitics for intermediary trad(;.
and they could therefore gain such trade much mere easily an
without strenucus acts of mterference. Situated as 1h§y were on
the coast, the Italian cities were usually at the end of the route,
whereas the inland German cities were situated somewhere along
a route which in the normal way passed on. In Venice and Genoa
all that the compulsory staple often meant was tha'tbfh‘"-}" I'fc‘
came places of unloading and sale instead of other cities, while
in Cologne and Vienna it meant that the goods had to be un-
loaded there additionally. The compulsory staple in the German
cities therefore led to entirely superfluous unloadings and tran-
shipments. It forcibly created an unnecessary intcrmcdlar?' trade
which was hardly the case in Italy. This damaging cflect on
Germany’s trade, however, was balanced by the fact lhat'nu
German cities had the same political opportunities of enforcing
their power unscrupulously as did the strengest of the Ttalian cities,
Every German city with staple rights thus attempted to appro-
priate to itself as much of the up- and down-strcam traffic as it
could, and in the city itself the goods were then retained in some
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7 The staple poiicy of the German cities has been dealt with in nume ous
warks. Here follow some treatises bringing together the more inupo. tant facts :
M. Hafemann, Das Stapeirecht, eme rechishistorssche Untervuchung Lpz. 1910,
rather mechanical); W. Stieda, Art. “Stapelvecht” 10 Handuorterbuch der
Staalswisienschaften (VII® 808 f.; disconnected facts);  Schroller, “Dije
iltere Elbhandelspolitik,” ete. (see note 1 above); W. Naudé, Deutiche stadirsche
Grtraidehandelspolitth  vom I5~r17. Jahrhundert mut besonderer Beruch suhlsgung
Siziting und Hamburgs (Schmoller's Foischungen VIII: v, Lpa2. 188y, nejther
profound nor incisive in Judgment, but graphic); W, Stein, Beirdge qur Ges.
chichie der deutschen Hanse bis um e Mtte dor 15, Jakthunderts (Giessen 1900,
92-68; thorough); E. Dacnell’s well-informed work Die Biutezest dor I Yerdschen
Hanse 1-11 (Berl. 1go5-6'; H. Rachel's instructive essay, “Die Handelpver-
fassung der Norddeutschen Stadie im 15. bis 18. Jahrhuadert’’ {Schmoler’s
Jakb. f. Gesetegeb. eic. XXXIV, 1510} 983-1n45; B. Kuske, “Handel und
Handelspolitik am Niederrhein vom 13. bis 16, Jahrhundert" (Hannsche
Geschichisbldtier 1900} 718 f, 325 H.—See also E. Arup, Studrer ¢ engelsk og tysk
kandels historie §§ 295-306.
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way or other for the purpose of providing the citizens with
trading profits of various kinds. These attempts took various
forms which need not, however, be dealt with scparately. They
were all an expression of one and the same principle which has
already been developed here in sufficient detail. As the foregoing
account shows, this principle consisted primarily in preventing
goods, at all costs, from going past the city. In this way the
mobility of goods was tied down. One drastic example should
make this point clear. Luncburg was situated some distance
from the irade route which it dominated, and until 1538 it went
so far as to force goods travelling up the Elbe to leave the river.
They had to be loaded on to waggons and to be carried by land,
even to such places as Magdeburg that were situated themselves
on the Elbe. Even if the staple lay on the route itself, the com-
pulsion was no less burdensome. In various cities, such as Frank-
furt-an-der-Oder and Hamburg, goods were compelled to go in
a direction eppestte to their intended destination In other words
they had to travel upstrecam to the staple city, were then per-
mitted to retven and {ollow their course downstream. This
practice of drawing the goods into the <1ty was supplemented by
the fact that they were forced to remain for a time in the city,
usually three days {drez Semnenschernen, as it was often called)
so that thev could be sold. Frequently this was done even where
the yoods were already sold and were merely passing the city
on their way to the purchaser. In any case, a reloading was
usually prescribed and even then the foreign merchant was often
not aflowed to continue the transport of his goods, even if they
remained unsold { jus empert).

The esscntial points of the two oldest German staple charters
will illustrate this {urther.? Vienna's staple, according to Ariicle 29
of the Viennese municipal law of 1221, forbade merchants of
Swabia, Regensburg and Passau to travel on with their goods
to Hungary and ordered them to sell their merchandise to citizens
of Vienna.! The Cologne compulsory staple was based on a

% An ordinance of Charles the Great of the year Bog ( L'rkunden cd. Keatgen—
see note 1 chap, 1 of this part— No. 6g} according to some writers inaugurated
the compulsory staple, Butin that case, the word must be taken 1n quite another
meaning than the usual, It was a question of directing commerce accordng
to admitnustrative and military ends. Advaniages were not ginen (o specific
plates.

8 “Null: civium de Swevia vel de Ratispona el de Patavia liceat intrare
rum mercibus sws in Ungazam, . . . Nemo etiam extraneorum mercatorum
moretur in civitate cum mercibus suis ultra duos menses, nec vendat merces
juas adduxit extranco sed tantum civi' (LrAunden, etc No. 164).

Vo 11 5
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charter of 1259 from the Archbishop of Cologr}c. Thls' dcctldcd
that the city was to be the boundary for trade in all directions.
Merchants from eastern parts were not permitted to pass the
Rhine, while people from Flanders and Brabant who came across
the Maas, and other Low Germans, had likewise to remamn on
their side of the Rhine, and also were not to travel up the river
further than Rodenkirchen. Finally, South Germans, i-'rom‘ with-
out the archbishopric, were not to travel down the Rhine fl}rther
than the last tower of Cologne or the village of Ryle (Riel).1®
It is true that this could hardly have been enforced. _

The staple policy of the Hanseatic League, and of the Hanseatic
cities during the heyday of the League in the 15th century,
deviated somewhat from that of the other German citics and
approximated more closely to the staple policy of Italy, "1 }}35’13
quite comprehensible, because the position of the Hanseatic cities
in the Baltic had many points in common with that of the Italian
cities in the Adriatic and the Mediterranean. They pursued a
very elaborately drawn up monopolistic policy, but it “oulc‘i be
superfluous to labour the description further, for it contained
nothing essentially novel. The best examples appear to be the
Prussian and Livonian cities, particularly Danzig and Riga. In
the first place they endeavoured to cut off the inland dities from
any direct connection with the Baltic and to deny all other ities
access to the inland markets. Novgorod, in fact, could only be
visited by members of the Hansa. The Hansa wiself even went s0
far as to attempt to exclude the Dutch from sea traffic 1o the
Livonian coastal towns. A very characteristic expression of this
tendency was the fact that the Dutch and the South Germans
were forbidden to learn Russian.

An interesting development arising from the staple compulsion
common in the north German cities was the “dnision of cities”
in Sweden, which has already been mentioned in another context.
The two trading ordinances of 1614 and 1617 were chiefly re-
sponsible for the separation of all cities into two categories, staple
cities and inland cities {uppstader). Only the former had the right
to trade with foreign countries, and they alone might be visited
by foreigners. The inland cities were directed both to import and
export by way of the staples. Charles 1X, the father of Gustavus
Adolphus, wanted to develop this idea much further. According
to him (1595 and 1607) Stockholm was to be the nnly Swedish
staple in the Baltic, so that all the foreign trade of Sweden and
Finland, with the exception of that part of it which could be sent

1® Hansisches Urkundenbuch 1 {Halle 1876) No, 523.
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via Loddse on the west coast, was to be monopolized in the
capital. In support of his idea he referred explicitly to the example
of Danzig and Liibeck. To the great chagrin of its originator, the
idea was not carried into effect, although Norrland, the northern
part of Sweden, and Finland were referred to Stockholm for
their relations with foreign countries, by the so-called Bothnian
trading restriction, whose origins went back to the Middle Ages.
This system of regulation in Sweden, which persisted for several
hundred years, is of theoretical interest because the staple
policy, which almost everywhere else was expressed in privileges
of varying scope for individual cities, was here elaborated into a
uniform system for a whole country. 1

With local differences, the staple policy occurred in divers
countries and in varying degrees. Marseilles in many respects
adopted a position resembling that of the Italian cities. It was
supported in this position by the French monarchy and part-
cularly by Colbert’s deliberate and intensive efforts. As a secondary
staple city for the Levant trade, Rouen acquired a similar though
not so important a position, The tnland cities of France employed
the same system as the German. In the province of Peitou, where
salt was produced, the salt was held up on its way to the coast in
every single city and forced to be offered for sale on the spot. In
the Netherlands, Ghent's position as a staple for corn caused
much bad blood even in the middle of the 16th century, on
account of the lack of scruple with which its position was main-
tained. Bruges, too, pursued a staple policy for monopolistic
ends with the greatest eagerness during ts later, and in fact much
weaker, epoch, These are only isolated examples of a policy
common {0 most European countries.1?

Nevertheless there was one important exception to the general
rule—England. Staple policy in the continental sense, the concen-
tration of trade in particular cities, occurred there in the Middle
Ages only in the forms already discussed in counnection with the
trading companies, Compared to the firm hold of the policy on
most other countries, this was practically insignificant. The
explanation is that in England the cities were far less independent,
in relation to the state authority, than they were on the con-

v Heckscher, Soertgey ekon, hist. 11 251 f1 | ete, isee Registheld, q8o. 68t —
Cf. above 1134 §

1t Marseilles and Rouen: Masson, Hist. du comm. frang. dans le Levant au
17 siéele 71, 130, 16b o pnam. Poitou  Bowssonnade, Orgamsation
travait en Potou 1 217 £.~Ghent: Pirenne, Hist, de Belgigue 110 363 {, 111* 123
ar 1 the references given therein, op. Naudé 144-54.
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tinent. England’s insularity, moreover, prevented her, .‘mhkc
Sweden, from adopting from the continent forces leading to
disintegration,

At the same time, however, wehave the paradoxical phenomenon
that England of all countries, in spite of the fact that a.staple
policy in the medieval sense of the word never really obtained a
footing there, yet elaborated and preserved the last and most
important branch of all staple policy more tenaciqusly than did
any other country. But here too English idiosyncrasies manifested
themselves. The primary object was not so much to faveur one
city or another, but to make the country as @ whole the staple for
the most desired commodities. This was the idea behind the Old
Colonial System. 1t originated in Spain but expericnced its
greatest expansion in England.

Spain kept jealous watch to make sure that all trade with her
colonies was reserved exclusively to itself. In fact it even directed
ttfls trade via a particular city, first Seville and later Cadiz, where
it was kept in the hands of the notorious Casa de Contratacién.
Basing itself on this practice, England emploved the same methods
from the outset in its own colonial cxperiments. John Cabot’s
charter of 1496 already mentioned Bristol as tie port for the
voyages of discovery. Corresponding regulations were later
repeatedly passed for a large number of companics, usually in
the interests of London, as already pointed out in connection
with the trading companies (I, 432). This may perhaps be
regarded as pure staple poitey, for individual cities were thereby
favoured. But much more important was the form which the
policy assumed in the country as a whole. 13

In letters patent for the East India Company, issued in 1615,
it was hopefully suggested that the “staple” for East Indian
products was henceforth to be in the home country. In 1636 it
was suggested, equally hopefully, that the staple for colonial
tobaceo should be concentrated in London, The decisive step,
however, was first taken by the Navigation Act of 1660, which
became the fundamental basis of the Old Colonial Sysiem,
According to this Act the colonies could send their most important
products, the so-called Enumerated Commodities, only to the

“. Spain: Haring, Trade and Navigation hetwween Sparn and the Indves, g, -1 5el
pa.r.fm;:.—-ﬂln the Dutch colonmal system Batavia occupred a position ~whieh
mutalis mutandis was reminiscent ol that of Seville; see, e.g., Lanney and v:;‘n
der Linden, Hist. & Pexpansion colomiale des peuples europiens 11 259.— John
I(iaboi;'s chatier: Foedera (ed. Rymer) O, XIT 595, repr.in Tudor Econ, Doy

o ff .
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mother country. By an important law passed three years later,
actually called the Staple Act, the same was ordered with regard
to the export of European goods to the colonies, with the express
purpose of ‘‘making this Kingdom a Staple not only of the
Commodities of those Plantations but also of the Commodities
of other Countries and Places for the supplying of them™.

In all European countries possessing colonies there were signs
of this policy, but its Iast great impetus was provided by the
English measures at the time of the Revolutionary and Napoleonic
Wars. The basis of the English tactics was an instruction of 1798,
later claborated in the English Orders in Council of 1807, which
were the counterblast to Napoleon's Continental Decrees. By the
Orders in Council, all neutral ships were commanded to put in
at an English port. One of the objects was obviously to make
England the staple for all colonial merchandise. In many respects
it is certainly significant that England brought to fruition, in the
form of a national monopoly, one of the most powerful tendencies
of municipal policy. 4

The quotation at the beginning of this chapter, concerning
Hamburg’s staple policy, conveys in general the best idea of the
nature of staple policy. The endeavours of the Hamburg mer-
thants, which so incensed the electoral council of Brandenburg,
were nonc other than an expression of that faissez-faire principle
of buving in the cheapest market and selling in the dearest. No
doubt the staple policy would have been abhorred by adherents
of lawssez-faire, for it created monepolics both in buying and
selling; and thus the traders were able to buy st more cheaply
and sell st/ more dearly than would have been possible under
free trade. In itself this difference 15 certainly most important;
but it docs not alter the fact that the attitude of the stawnle policy
towards goods was the same as that which dominates all economic
activity under {ree trade. According to its proposed aims, the
staple policy constituted a monaopoly for the benefit of the parti-
cular staple locality as @ whole. The profits resulting irom the
measures did not necessarily pass from one group of citizens to
another, bul were a loss to two groups sulside the city, 1.e. the

1 Letter of 1615 pr. Reguster of Letlers of the East Indva Company (ed, Birdwood
& Faster) 470.--Statement ol 1638, quoted 1o Beer, Origins of the British Colenzal
System 15781660, 202, the other examples will alsu be wound there 179-88, 195,
197 ff., 201, 205. 343, 347, clc-—Navigalion Act of 1660: 12 Car. I c. 18
§8 18 & rg.—Staple Act: 15 Caz. I e, 7 §4. —Orders in Councit: A, T. Mahan,
The Influence of Sea Power upon the French Revolution and Empire 1793-1812 {Lond.
18g3) II 233 I.; Heckscher, The Continental $ystem 45 £, 113, 120.
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merchants who were forced to sell to citizens of the town where
they might have sold to others at greater profit, and t}msc w.ho
were forced to buy from the citizens where they might with
greater advantage have bought from others. Within El_lc city
itself, in theory, no industry was prevented from developing as it
might have done under free trade. Trade within the city was
carried on in such a manner that every person engaged in it
derived the greatest possible profit from the common monopolistic
position of all the inhabitants. Compulsion only applied to extra-
urban trade. It follows that the staple policy had a different
position in principle from the policy of provision and the policy
of protection. The two latter wished to remould the industrial
life of the city itself. They wanted to encourage some things and
hinder others, which larger or smaller groups of citizens con-
sidered desirable in their own interests.

If the staple policy crippled what is usually meant by economic
progress, it did so through its influence on economic life outside
the town. In this respect its effect was probably many times more
powerful than that of the other types of policy. The natural
function of trade, to cater for human needs, was obstructed to a
particularly large extent by the staple policy. Certain of its
features which make this very clear have been omitted in this
exposition. Thus very frequently the rcason for a particular
measure was merely the desire to cause injury to competitors and
political opponents, even though the staple city itself stood to
gain nothing definitc. Staple policy was very often used purely
as a weapon of the policy of power. The host of staple privileges
thus became, next to the hopeless state of the tolls, one of the
principal factors in the economic disorder of central Eurape,
although toll confusion must certainly be regarded as the most
important among them.

If economic activity in each country as a whole, especially
Germany, suffered through the staple policy, there were certain}y
also many cases where this reacted on the staple cities themselves.
The cities might frequently have found themselves much better
oﬂ_' h'Eld. they never enjoyed a trading monopoly at all; at any rate
thls' 1s In many cases a justifiable presumption. The Belgian his-
torian, Plrt':m_le, for example, has shown that Ghent did not
flourish until it lost all its trading privileges, so oppressive to the
rest of north-west Europe, after the insurrection of 1539. Similarly
the f}crma}n historian', Gothein, has attempted to show, in con-,
nection with the R.hmt: cities, that Cologne and Mainz with
their numerous staple rights must have experienced an almost
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complete decline in trade in the 17th and 1Bth centuries, as a
direct result of their privileges. In the place of this trade there
came such a mere handling of goods as was felt to be simply a
burden to trade. Frankfurt-am-Main and the towns of the
Duchy of Berg on the other hand became important centres of
trade without having any staple rights whatsoever.15

In principle, however, the staple policy from the point of view
of the interests of individual cities could be regarded as consistent.
A certain modicum of monopolistic power, if not pushed too far,
might have provided many a city with benefits which compen-
sated it for the disadvantages arising from the general deteriora-
tion of trade as a whole, though it is extremely probable that
they usually over-reached themselves.

3. CONNECIION WITH OTHER T1ENDENCIFS THE TREATMENT
OF “MERCHAN1-STRANGERS”

Although the staple policy was distinguished in principle from
the policy of provision and protectionism, this does not mean
that there we=e ¢ , threads linking the former to the latter. There
is certainly an ohvious connection between staple policy and the
policy of provision, as has already been touched upon and will
be discussed again. But at this juncture it is of lesser importance,
for both the policy of provision and staple polic y will be regarded
here chiefly from the standpoint of their importance to the
policy of protection. The primary question 1s, therefore, whether
there is any connection between staple policy and protectionism.

To reply to this question we must now turn to a study of the
treatment of “merchant-strangers”, what was called in Germany
Gasterecht or Fremdenrecht.'® Such measures were the prinapal
means of preserving trade in the hands of the cites’ burghers.
The staple compulsion confined itself, in fact, to binding the

i+ Pirenne, Historre de Belgrque 1113 127 f —E Gothein, *Zur Geschichte der
Rhewnschiffahrt’” (Westdeutsche Jatschr X1V 1805) 252

18 There are no comprehensive expositions on this subject None the less it
s treated of in many places, 1n nearly all the works on the staple policy already
quoted, and partly, too, 1n other works, including Th Stolze, Dre Entstehung
fes Gdsterechtes in den deutschen Stddien des Mattelalters (1 hesis, Marburg 1g9o1),
A, Schultze, *“Uber Gasterecht und Gastgerichte in den deutschen Stadten
fes MLA" (Hustonsche Jutschrft CI, 1908, 473 ff —A meodel exponition,
hough legal 10 intention, it throws hight upon other . pects of the subject as
vell); on England: Schanz, Englische Handelspohitrtk gegen Ende des Muitelallers
1 379-433, 1l 504-613) and Cunmngham 14, for Sweden see Heckscher,
veriges chom st 1t 241, 246 1, 288, and 1T 2 671, 750, 861
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trade to the city. These laws were therefore an almost indispensable
supplement to the staple right itself,

It is difficult to determine the age of the legislation against
foreign merchants with any degree of precision. Regulations
regarding the visits of strangers probably have their rdots far
back in the past. However, there are certain indications, at least
in Germany, that conditions of greater freedom preceded
the staple policy itself both here and in other spheres. It is
tempting to assume that the restrictive policy originated in
the Levant, where complicated measures, actuated by mistrust
of foreign infidels, are to be found in large numbers. But the
material hitherte investigated provides no ground for this
assumption. The ltalian regulations concerning strangers’ rights
appear to be comparatively recent, hardly older than the
end of the 12th century, but at that date there were already
instances north of the Alps. The oldest charter known is
probably that drawn up by the Archbishop of Cologne in
1103 for the merchants of Huy and Dinant in the city of the
archbishopric. The charter Libertas Londoniensis {or civitatum), with
its unusually detailed and informative clauses relating to strangers’
rights, is dated by its most recent publisher, Licbermann, between
1133 and 1155.17 From that time onwards, the new laws against
strangers grew steadily in importance, and were intensified both
in Germany and in Italy in the course of the r3th century, in
close connection with the development of the staple policy. The
Hansa did not acquire any laws against strangers before the end
of the 14th and the beginning of the 15th centuries.

In spite of all variations in different cities and in different
periods, the basic features of the rights of strangers were every-
where alike.

In the first place attempts were made to institute careful
supervision over the whole life of the “guests”. They were per-
mitted to live only with specially prescribed “‘hosts’* or in a
hostelry reserved for them. The Fondaco dei Tedeschi, the hostel
for'Germans in Venice, is the best known example of this kind
of internment. The regulations there were amazingly strict and
at night, for example, the foreign merchants were kept locked up
in tlhmr hostel. The guests were also often compelled to carry an
business only through a native dealer, in Italy known as a Sensa,

1" The document of 1103: Hansuches Urkundenbuch 111 No. 601 .—Luberias
i{.ondammg {previously often connected with the “Laws of Edward the Cog-
essor’) ; " Li
iy 1;1)351_:‘ Geselze der Angelsachsen, ed. ¥. Licbermann, {Halle 1898) 6y f.;
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whi_lc at an early date there existed 2 more extensive prohibition
against strangers trading with one another at all, or in general
transacting any re-sale. Re-sale was already expressly forbidden
in the Libertas Londoniensis.

‘The 'clause of the Viennese municipal law of 1221 mentioned
above already decided that merchants were not to sell goods which
they had brought with them 1o strangers, at least not outside
the annual market, but only to citizens of the town. In addition
strangers were excluded {rom retail trade (wholesale trade always
enjoyed greater freedom), as well as from direct purchase from
producers and from trade outside the town market. The Hansa
went much further and prohibited many other forms of co-opera-
tion with the foreigners, such as entering into partnership with
them, providing {reights for their ships and so on. A particularly
important extension of the restrictions was in many respects the
prohibition in Vienna, towards the end of the Middle Ages
(1481 and 1500), forbidding the mercers of the town from selling
goouds purchased from strangers outside the period of the annual
city market, Th=~ idea here was to limit the eompetition of im-
ported goods with those of native craftsmen. Furthermore the
period of sojourn, the time for which strangers were allowed to
remain in the city, was usually limited. Finally there was a
special system of juiisdiction for strangers.

This somewhat detailed description of the laws against mer-
chant-strangers shows that they were a necessary supplement to
the staple rights and aimed chiefly at reserving intermediary
trade to the citizens of the towns or, where this was considered
for some reason or other impossible, at least at interposing a
citizen as middleman in any dealings between foreigners.

On the other hand it is equally clear that these laws in several
of tueir prescriptions went furdier than the staple laws. Un-
doubtedly the systern largely originated in the mistrust of the
actions of all strangers.!® But the laws against strangers were not
entirely made up cither of this or of the tendency towards staple
policy. The regulations were obvicusly intended to limit not
only the competition of foreign merchants with the native in
intermediary trade, but also their buying and selling in the city
itself. Even though there is only a small and easily comprehensible
step from one to the other, a cursory examination is enough to
show that it had far-reaching economic c(onsequences. The

18 “In the imagination of the time, two foreigners could hardly come
:ogether without plotting some mischief”' (Ashley, Infroduchon to Enghsk Econ-
wmic Hystory and Theory 1116 1),
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measures against foreign competition in int'crrncdiar)lr trade hit
only the foreigners—buyers and sellers outside the city—to the
benefit of the city as a whole. But the only people who Rroﬁt_cd by
the exclusion of the foreign merchants from compctmm} in the
trade within the city were the merchant classes of the city, and
their profit had to be paid for by urban producers and con-
sumers in the form of higher prices which the native merchants
were able to demand for their services, once the foreign com-
petition was excluded. In Sweden, for instance, there was one
example of this legislation which caused cons1derablc_ bad blood,
the monopoly held by the merchants of the staple cities for the
export of Swedish bar-iron. Foreign agents were not allowed to
penetrate to the iron districts at all. The monopolist profits which
accrited to the native merchants obviously had to be l?ornC, at
least to some extent, by the ironmasters, a fact which they
of course never failed w point out. For the same reasons
English landowners during the Middle Ages, since they were
also sellers of wool, were opposed to the anti-foreign laws. In
the same way, of course, consumers in the towns had.to pay
higher prices in many cases where competition in retail trade
was restricted.

If protectionism is conceived broadly so as to include any
interference in favour of onme social group at the expemse of
another, then these laws, too, certainly had a protectionist ten-
dency. But if the question refers to the particular views on
economic policy to which the word protectionism has here been
confined, that expression becomes misleading. For then the
deciding consideration is not the tendency of the policy to deflect
economic lite from the course it would otherwise have taken but
the attitude of the policy towards goods. From this standpoint
there exists even in the cases last mentioned an essential difference
between staple policy and laws against strangers on the onc
hand, and protectionist policy under the motto “fear of goods”
on the other. The laws against strangers, in other words, were
certainly a system of protection for trade, but not for goods or
for production. The investigation must therefore be carried
further if we are to determine how the laws which favoured
native as against foreign merchants developed into a protectionist
system which put a premium on native as against foreign goody.

It might be thought that there was but a small step from
the fear of foreign merchants and their harmful competition
10 the fear of foreign goods. Actvally the distance between
the two was considerably greater, and the reason Jay in the
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general economic attitude towards goods, which could only alter
gradually,

'I:hat_the problem is not so simple as one might, at first glance,
be inclined to believe may be seen, for example, from a letter
patent of King Wenceslas of Bohemia regarding the combined
cities of Prague (Altstadt and Neustadt). This letter defended
the staple and guest regulations of the two, united cities on the
grounds that the citizens had recognized how the cities “could
suffer and for a long time had suffered many unpleasantnesses and
losses because strangers from all countries had brought their tied
and untied goods to these cities” (my italics). At first sight it
appears as though the aversion to foreign goods is here clearly
expressed, but a further study of this document reveals no ground
for this belief. For the later clauses in the letter prescribe that
strangers who sojourned in the town at least five days were not
to be permitied (o carry their goods any further. And thi. appears
to be in harmony with the reference to both “tied’” and “untied”
(legata et non ligata) goods, for the first of these two types of goods,
not being unl~ud d, was unable 10 compete with local products.
If the quotation is taken quite literally, it is not the goods but the
strangers who caused the damage in bringing the goods with
them. The most that might be said is that the reference to the
goods brought by the unwelcome strangers allows another
conclusion to be drawn ; but even that is, to say the least, uncertain.
It is most probable that the ill-will was directed only against
competing merchants. Similarly in a contemporary document
of the Priory of Ste. Geneviéve in Paris, foreign merchants who
were not guests of the monastery were forbidden to «cll such
cloths as they had brought with them, unless they had com= there
by accident, during a visit that was to Jast no more than two days.
Here again the prohibition was directed not against tl.e textile
goods themselves, but against their sale by such foreign merchants
who remained too long in the place,

3* Prague: “‘universitas civiwm nostrac antiquae civitatis Pragensis nec non
cives novae civitatis Pragensis sub castro videntes, quod ipsar civitates multa
detrimenta et dampna recipiant et receperint a temporibus retroactis propter
hospites de quibuscunque terris, sua mercimonia legata et non ligata indictas

(> in dictas) civitates adducentes . . . statuerunt, wt . . . si {diti
hospites) quingue diebus in dictis civitatibus mancering, tunc debent sua
mercimonia disligare coram duobus probis viris et notario . . . €t tunc

dicta mercimonia nuliatenus de civitatibus deducere teneantur’: Deutsche
Rechisdenkmater aus Bokmen und Mihren, ed. Rossler 1 (Prague 1845), Introduc-
tion boovii £, note. Schultze, who has drawn attention to this intcresting
document, interprets it in a manner which, in my opinion, is inaccurate:
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These examples, therefore, show that we are still dealing with
protection of trade and not of production. The same applies to
the practice of medieval toll policy according to which, in the
large majority of cases, toll had to be paid only by strangers. The
further motive scems to have operated, that strangers were free
from the other municipal burdens which rested upon the natives. *
But it is obvious that this did not lead to any protection of goods
as such,

Laws against strangers were most closely connected to municipal
policy as a whole and thereby obviously also to the gilds. So long
as this connection was limited to the merchant gilds alone, the
protection of goods remained as far off as cver. It was only when
measures began to be taken in the interests of the gilds against
foreign craftsmen that the protection of goods was approached.
Foreign or rather extra-municipal goods could be brought into
the city by native, just as well as by foreign, merchants. But if
foreign craftsmen were excluded, this undoubtedly reacted on
the supply of foreign goods. The two points, it is true, do not
altogether coincide, and measures against foreign craftsmen are
not quite identical in effcct with measures against foreign goods.
However, there was a very close connection between them. By
means of their regulations against foreign craftsmen, these
measures paved the way for the protection of goods.

There can be no doubt that they actually did have this effect
in many cases. Both kinds of regulations, against foreign merchants
and against {orcign craftsmen, occurred explicitly side by side
in the Libertas Londontensts. The example concerning Vienna is
perhaps even more significant, where the native mercers were
prohibited from scliing vutside the annual markets goods pur-
chased from foreigners, so as not to injure the monopoly of the
native craftsmen. This apparently vbvious outcome of the laws
against strangers, however, was slow in acquiring so great an
“Schon in der Einfuhrung der Waren selbst wird also hier dic moglicherweise
die Birgerschaft schadigende Handlung gesehen' (op. et 502).—-8te. Genevidve
{end of the 13th or beginning of the 14th century): “Que nul marchand
estrange, se il n'estoit nostre hoste, ne puisse vendre tiretaines ne sarges que il
aporte dehors en la dicte terre, se cc n'estoit en trespassant I jour ou H, au
plus”: pr. G, Fagniez, Eltudes sur Vindustrie et la classe induririelle & Faris au X{IP
ef au XIV* sideles (Paris 1879) No. 46.
decres of 1340 in Fsiburg 10 Oclan which s sopios i st o 2
! - . , pied with minor varia-
tions in one city after the other. Sec the references collected by Kulische
Allgemeing Wirtschaftsgeschichtes 1 1095 and R. Hapke, 8 y S

elallelichen Weltmarks (Abband), 2. Verbehra and oo Lnivickling
g‘”‘sc’z"? I"’ ‘ er cfm und Scegeschichte, ed.

. Schafer I, Berl. 1908} 34 1., and other works, Cp. I 68 1. above,
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importance as might easily be imagined. When the tendency
developed into definite protection of goods, it found itsel{ opposed
to the policy of provision which had entirely contrary aims. It
found in it a most difficult obstacle to overcome. And so before
this liné of development is followed any further, we must examine
the policy of provision.



III

THE POLICY OF PROVISION

1. ITS FORMATION AND DEVELOPMENT

The economic scope of the staple policy must always have been
rather limited. In the first place, intermediary trade could have
only been of any importance to a fairly small fraction of the
population. The only justification for directing attention primarily
to the commercial cities is their great importance as pioneers and
leaders of medieval economic policy and not the size of their
population relative to that of the rural arcas. The problem
remains of how the welfare of the remainder, and incomparably
larger, section of the population was regulated.

But this is not all. Even the towns with staple rights had no
guarantee that these rights would assure them of necessary con-
sumption, although the staple policy could naturally be com-
bined with measures effecting this. The staple rights certainly did
give the towns the possibility of ‘“‘earning” and “profit””; but for
these advantages to be realized there must have been a more
thorough satisfaction of the requirements of the citizens, that is,
a greater amount of goods consumed in the city. In the purely
commercial as well as in the other towns, the main function of
economic policy must have consisted in making precisely this
possible, i.e. in supplying the population with goods by importing
from outside and by making available the products of the locality
itself. It was never sufficient simply to procure goods for inter-
mediary trade; and the staple policy was therefore unable to
cover the whole field, or in fact even the principal part of it.

The guiding consideration of the policy of provision, therefore,
was not far to seek. By encroaching on trade bevond the town's
or the country’s boundaries, it endeavoured to ensure the greatest
possible supplies for native consumption.?

! The references quoted in the previous chapter contain 2 great deal of
matter on this point as wel! —-On Germany there is in addition a popular and
brief work which was accasioned by World War 1 : von Below, Muttsialterhighe
Stadtwirtschaft und  gegenwartipe Knegsuirtschaft (Kriegswirtschaftliche Zwit-
fragen cd. F. Eulenburg, No. 10, Tub. 1917).—On Italy Schaube is the main
authority. With regard to England, Cunnivgham has emphasized the difference
between the policy of provision and the policy of protection, but hit view of
the importance in this connection of Edward [1I" reign has been considerably

m_odiﬁcd by Unwin’s collected essays, approved by Cunningham hjmself:
Finance and Trads under Edward {] (Mancheater University Publications, Histori-
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There is such a multitude of measures of interference with
trade in various countries and during various perieds that any
choice of examples may casily appear arbitrary. The objection
might be raised that though they show the tendency ascribed to
them, they were not typical. In order to give a “‘random sample”,
in other words to prove that what is described was the rule and
not the exception, it would be necessary to have some quanti-
tative measurement of the occurrence of manifestations of the
policy of provision. In the majority of cases this would certainly
not be practicable or, at any rate, would involve such difficulties
that the attempt would not be worth while, None the less it is
possible to obtain results for sufficiently large arcas and suffi-
ciently long periods which indicate what the normal was, even
though no claim to absclute precision can be put forward. The
results of two such 1nvestigations will therefore be given first.
Statistical analysis

The tamous English collection of documents known as Rymer’s
Focdera (Foedera, conventiones, lilterae et cujuscumque gemeris acla
tublica, etc, ed Th Rymer, 15t ed. Lond 1704/17), quoted
frequently above, can be used for such a measurement of the
scope of the policy of provision Although 1n a somewhat un-
systematic and obscure form, 1t contains regulations which were
not Acts of Parltament. The collecton 1s particularly applicable
or the present purpose, becausc 1t has been made the subject of
in excellent digest by Sir Thomas Duflfus Hardy, at one time
jeputy-keeper of the Record Office ? It must be considered highly
epresentative, with the one important reservation that far too
al Series XX X1I, 1918) On the subject of corn policy, which 1s most smportant
n this context, all previous works are superseded by N 8 B Gras’s J e Evo
ution of the English Corn Market from the 12th to the 18th Century {Han ard Economie
itudics XHI, Cambr. Masa , 1915} —The relevant points tn the case of France
vere certainly first put forward by A, Callery, “Les douanes avant Colbert
t I'ordonnance de 1bb4” (Revue husiongue XNV 111, 1882 part”. 95-8¢) and
1. Pigconncau, Hustorre du commerce de la France 1t (1887), but as a counterpart
o Gras’s work, though rather less fertile, 18 A P. Ulsher, Hirlory of the Gram
Trade wn France 1go0-17p0 (Harv Ee Stud IX, 1913) —On Sweden, the
ricipal work 18 K. Amark, Spemnmalshandel och spannmalspohittk 1 Sverige
219-1830 {Stockholm 1915) —The corresponding situation 1 ancient times
as been treated by M. P n Nilsson, “Dyrtid ech dvriidsorgamsation 1 forn-
den® (Statseetenskapl Tidckr XXII 19tg 1 fF, 7717}, concerming which
1ere has been a difference of opimion between 1he author and mysell (14
24 fl., 345 .} —On the theoretical aspect of the question, see my Varlds-
~1gets ekonoms (Stockholm 1gt5) 235 fF.

Y Syllabus [in Enghsh) of the Documents Contaned s the Collection knoun as
Rymer’s Foedera”, ed. T. D. Hardy, I-III {Record Publications, Lond.
169/85).



B2 MERCANTILISM AS A SYSTEM OF PROTECTION

much emphasis is laid on Edward IIl’s long reign {1327/77),
which showed an almost nervous activity in foreign trade,

The following table has been drawn up from the materials
supplied by Rymer, as given in Hardy’s Syllabus, for the period
ending with the latter part of the 14th century, which marks
something of an epoch in English history. The figures show the
number of times proclamations were issued for each group of
goods; the total is therefore greater than the number of decrees
issued, for some of them refer at the same time to a number of

commoditics.

Export Import / Impert fmport)  Total
profuda- f:epn?; : Sarih- T‘;;a prohibee h“!:: s B
fons fues fwns
Precivus metals, coins, etc. 8 7 1 th (2} 2 2(4)
Textile raw matenals . 13 18 —m 31 — 2 1
Other raw matenals .. 1o q — 13 - —_ —_—
War materials o . 25 [ — 31 — 9 3
Food-stuffs , . . . 36 a1 1 58 t Iz 3
Manufactured goods ook H — 8 — - ——
General and miscellaneous 3 10 — 13 — 2 2
Total .. | roz 76 2 8o | 1{3) 21 22{24}

Ft will be scen that group A is almost nine times as great as
group B. Group A is undoubtedly typical of the policy of provision,
while it is far more doubtful whether B really cxpresses the
opposite tendency. At first sight it may appear remarkable that
export prohibitions and export licences should both represent
the same tendency, and the same applies to import prohibitions
and import licences on the other side. Detailed insvestigation of
the facts, however, confirms the view that pronibitions and
licences always occurred together. On closer examination this
is quite explicable. Howcever unwilling the authorities might
have been, they had to allow a certain amount of export (and
import). That licences occur for indispensable commercial
transactions is not by any means a proof that such transactions
were welcomed. It shows on the conirary that the authorities
were mistrustful of dealings of a certain kind and that the licences
issued were regarded as a special favour granted in order to
enable people to carry them out. It is prohibitions of a certain
type which give rise to licences of the vorresponding type. These
may be said to be the exceptions, which prove that such pro-
hibitions were the rule.

In the data on which the table is based, the policy of provision
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may therefore be said to have altogether predominated. The
deviations, constituting group B, appear almost accidental, for
on the whole they fall under three groups of goods, the import
of which people were usually least inclined to prevent, i.e. food-
stuffs, means of defence, and precious metals. Thus the figures
appear unusually conclusive.

In reality, however, their significance is rather limited by the
fact that in the period which they cover, the reign of Edward III
and the last three quarters of the 14th century, is accorded too
much importance. The following table makes this clear:

A B Total

Before iq00 . .. 4 4 8
1300/26 . .. I3 3 16
1327/99 . .. 163 15 178
Total .. .. 180 22 202

For this reason it is desirable to compare and check the results
with material from other sources. A check of this kind may be
obtained from investigation of a Swedish source—the outgoing
letters of Gustav Vasa from 1321 to 1560, the twenty-nine yolumes
of which contain most of the state measures extant passed during
his long reign. Asin the case 6f the Lnglish sources, it is impossible
to be certain of completeness, but in neither casc is that objection
serious, as the materia) available is sufficiently ample to eliminate
what is merely accidental. For Sweden, the material is even
rather more ample, for the number of decrees is 20g, whereas
the 202 or 204 given for England arc more than the number
of the separate orders, The disparity in time beticen the two
collections is rather an advantage than the reverse, for under
Gustav Vasa, Sweden still had a thoroughly medieval make-up,
prabably even more so than England a century and a half carlier,
An analysis of the Swedish material yields the results® as shown
in the table on page 84.

The prohibitions on the export of cein are not included, The
goods which are contained in the last group have been lelt out
in the others. The number of decrees is 209, of which 112 are
export prohibitions and g7 export licences, or about the same
proportion as in the English figures, /hich is a further proof of
the interconnection of these two kinds of measures. It is par-
ticularly striking that the table includes no import prohibitions

* For this and the following, see Heckacher, Sveriges ekon, fust. 1. T 2r4-ba.
Va1 &
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84
Export Export

Prohtbitions Lirencas Total
Food-stuffs in general . . 33 2
Corn (and malt) .. . . 16 18 137
Butter and other fats .. . 21 22 .
Fish .- - .. . 18 7
Oxen (and other horned cattle) .. 17 7 } 50
Horses . . .. . 17 9
Copper and iron .. .. .. t 10
Timber, timber goods {and tar) .. 5 13} 45
Hides, leather {and leather goods) 4 7
“Forbidden Goods™ . ‘e 10 3} 21
“Non-Forbriden Goods™ .. - — 8
Reprisals  against  individual

countries . . . . . 12 3 15
268

or import licences at all. Apart from two cases, which formally
belong here, but are in reality something quite different, they are
also completely absent in the material. The policy of provision
15 thus represented even more clearly in the Swedish figures
than in the English.

General characteristics
These rather rough statistical analyses may be clarified by a

more thorough discussion. This discussion will include other
countries beside the two for which figures could be given with-
out much difficuity.

‘The two tables have made it sufficiently clear that the tendency
was, in the first place, to retain the goods and only in the second
place to attract them. For this purpose, export prohibitions
were the most convenient measures. Their enormous prepon-
derance has just been shown. Frequently, e.g. in France at
the beginning of the 14th century, a general prohibition of exports
was the normal form of commercial policy, and exports could
only be effected through licences. The issue of these licences
was then often made dependent on the condition that the price
should not rise above a certain level. An important English Act
(or treaty) regarding tolls of the same period, usually called
Carte Mercatoria (1303), defining the rights and duties of foreign
mcrchants in England, shows a very similar hias. It is significant
that_ 1t was not considered necessary to give explicit permission
for imports, probably becausc these were naturally welcomed
On the other hand a general export licence through privilcgt:s:
was granted to foreign merchants for all goods other than wine,
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for which a special licence was demanded in every individual
case. 4

In many respects this policy was thus reminiscent of the
regulation of foreign trade during the Great War of 1914-18.
Even the most remarkable feature of that regulation, the so-called
system of compensation, had medieval precursors. An example
of it was the particularly important regulation of wine import
in England under Edward III. A gencral licence issued to
Bristol in 1364 decided that wine must be imported to the same
value as the goods permitted to be exported (wool, cloth, etc.),
the duty of importing being imposed upon those who enjoyed
the benefit of exporting. About the same time the powerful
Company of Vintners of England secured a monopoly not only of
the import of wines from Gascony, but also of the export of herrings
and cloth, which were to go as payment for that indispensable
beverage. In this case the motive was certainly different: the
unwillingness to allow precious metaks to leave the country. But
it is significant that no one thought of placing embargoes on
imports tor that reason, as protectionism was later to do. In a
French general export prohibition of 1304, merchants who had
imported non-prohibited goods were allowed to export such
goods or money to the value of imports. Gustav Vasa, too, always
had the idea of compensation in mind. He allowed export only
on condition that equivalent imperts were forthcoming, or as
payment for such import if it had already taken place. The
following statement of 1546 15 typical. “*Since in truth it may be
shown that he has brought solid goods into the realm and desires
to continue 50 to do, as he assures us, we gractously allow him
in exchange to ship out of the realm fats and other commodities
that bring him profit.” The import of goods had always been
Gustav Vasa's goal, as may be seen, too, from the following
observation : “*Also ye may think on it to import good wares into

* "Quod omnes predicti mercatores mercandisas suas, quas . . . ad . .,
regnum . . . adducere . . . possint, quo voluerint, tam infra regnum . . .
quam exira ducere seu portare factre, preterquam ad aerras . . . hostium
regni nostri . . ., vinis dumtaxat exceptis, que de . . . regno .. ., postquam
infra regnum . . . ducta fuerini, sine voluntate nostra et licentia speciali non
liceet eis educere quoquo modo’ (my Halics): pr. Gras, The Early English
Cwstoms System (Harv. Econ. Studies XVIMI, Cambr. Mass. rq18) 260.—
French export prohibition of 1904 : pr.(h. . aunance; des Rois de France de la 3™

race, ed. M. de Lauridre I (Paris 1723) 422 f.—For Sweden, besides the paper
quoted in the previous note, see the useful collection of references in H. Gaess-
ner, Schiedens Volkswirtschaft unter Gustay Vasa I (Berl. 1929) 139 L. {note 10}.
COn the other band, the author’s own conclusions from this material (114)
appear to me 1o be mistaken.
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the country in return, whereof the realm and honourable men
may enjoy the benefit and use” (1545).5

Within the framework of municipal policy there occurred
similar measures to those just mentioned. At the same time, the
towns had even greater means at their disposal for reserving
goods for themselves, chiefly through their supremacy over the
surrounding rural country. The so-called Bannmeilenrecht, pre-
vailing more commonly among German cities, compelled the
population in the neighbouring agricultural areas to sell their
produce only in the town’s market. The North Italian towns
went still farther. In 1199 Milan instituted a system for the
rationing of foodstuffs—to use the modern expression—hy
allowing landowners to retain only a specific quantity of corn
for themselves.

The system of commercial treaties which flourished especially
in Mediterranean cities but also made its appearance further
north, reveals tendencies purely of a policy of provision, in direct
contrast with the protectionist policy of commercial treaties so
common i later times. No attempt was made to force goods on
the other contracting party, but on the contrary to secure goods
from him. The right which the agreements granted was to
procure, not to dispose of, goods.® It is perhaps even more
characteristic to find examples of export being permitted only
with the proviso that the finished products, manufactured from
those raw materials which were allowed to be exported, should
be reimported into_ the country of origin. A licence of 1302
allowing wool to be sent from France to the towns of Valenciennes
and Maubeuge, at that time belonging to the County of Hainaut,
prescribed that the wool and the cloth manufactured thereof in
Hainaut were to be sold only to French merchants or other
French subjects.” It thus insisted upon, and regarded as an
advantage, something which, in protectionist times, would have
been considered ruinous, namely, the import of finished products,
manufactured by foreign labour out of the raw material exported
froin its own country.

b F. Sargeant, “The Wine Trade with Gascony,” in Unwin’s coliection
(see note 1 above) 261, 307.—Heckscher, ap. rit.

* Schaube’s description inciudes a host of examples on this point. A contract
c_af this kind between Marseilles and the Count of Ampurias of 1219 ia reprinted
in Docunents relatifs & Uhustoire de Pindustrie et du commerce en France, ed. Fagniez |
{Paris 1898) No. 144; cp. also No. 271 of the same collection,

7 “lta tamen quod lanae ipsac vel panni faciendi ex eis de dicto comitaty
Hanoniae extrahi nequeant nec distrahi seu vendi nisi duntaxat mercatoribug
seu gentibus regni nostri’ {16, 1T No. 3).
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The policy of provision did not manifest itself so clearly in the
customs system, for the duties were first and foremost purely
fiscal. It was not for some considerable time that tolls came to
be used as a suitable and effective weapon of a well-planned
commercial policy. There are, none the less, certain traits in the
customs system which display an affinity with the policy of
proviston.

In 1234 imports into Ravenna were free of duty, while tolls
were imposed on exports. The best example which has come to
my notice is to be found in some documents drawn up in Cologne
in 1171 and 1203 for the citizens of Dinant. They are often con-
sidered obscure, but in my opinion they are perfectly tucid if
they are regarded as showing tendencies of the policy of provision,
The second of the two documents is worth summarizing. On
entering the city, visitors were to pay nething ; but on leaving they
were charged four pfennigs for a carriage laden with goods bought
in Cologne and half that amount for a cart. The goods themselves
were fioe of export duty, with the exception of several which
were specifically enumerated : copper, tin, grease, wax, and lead.
It then continues “but for copper that is sofd they are not to pay
anything at all’”’. In the markets they were to pay nothing if
they had not bought in Cologne, “‘but if they have sold, they are
not to pay anything’’. There tollow certain regulations regarding
transit, but the refrain is again brought up “and be it known,
that if they sell copper or anything else in Colagne, they are not
to pay anything at all”.8 It must, however, be repeated that the
majority of the medieval toll charges of the German cities are
far less clear and more difficult to explain on these lines.

In western Europe, on the other hand, the wndency of the
duties is much clearcr. Medieval France had only export and
no import duties. England usually imposed ad valorem duties both
on import and export, but even there municipal tolls were to
be found with clear tendencies of a policy of provision. Berwick’s
scale of toll duties of 1303 made, for example, the tollowing
stipulations; alum, dyeing-wood, coal, onions and wax only
paid dues on export; woad had a 35 pence export and only a
22 pence import duty; wine was the only commodity paying the
same amount in both cases.? In short, we find in this case almost

t “Et sciendum, [si} sive cuprum vel quicquid aliud Colonie vendant,
nichil penitus inde dabunt.”” Hansisches Urkundenbuch 1 No. 61. The document
of 1141 (ib. No. 22) is in itself much less clear, but with the help of that of
1203 it can be interpreted without difficulty.

* Reprinted in Gras, Early English Customs System 165.
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no exceptions to the general rule that Zigher duties were never
imposed on imports than on exports.
Tipes of goods

As for the kinds of goods which were the object of the policy of
provision, the two tables given above are typical of every country.
Food-stuffs were everywhere at the centre of the policy: they
are a class of goods which is always most important. Trade in
corn, meat, bacen, butter and cheese as well as tailow and oil
is so often regulated on these principles that it is unnecessary to
quote particular instances. A small but significant example is
an English export prohibition on corn going to France, with
the exception of such as went to the King’s own French pos-
sessions. The prohibition remained on the statute book for
260 years, from 1360/61 to 1624, though it is true that it had
declined in importance in the latter part of this period.!® Next
to food-stuffs as the principal class of goods came such luxuries
as malt, beer and above all wine—wine, as already noticed, being
singled out in the legislation under Edward II1.

In principle, a third group, armaments, was placed on an equal
footing with food-stuffs. Their place there is just as explicable.
In the English table they occupy the second place, while peace-
able Sweden under Gustav Vasa accords them a rather less
prominent position. This group includes, e.g. horses—one of the
largest groups in the Swedish table as well—falcons (at any rate
akin to war materials) and arms, for which an export prohibition
existed in England and in the various French provinces, as
also in a large numbér of North Italian cities (Modena, Mantua,
Bologna, Ferrara, Parma). Hay, too, may possibly be included
under this head {Parma}. Although the idea behind this part of
the regulations 1s transparent, they were by no means so obvious
to later generations—in fact, it is truer to say that they were any-
thing but obvious. Typical of the change of atiitude is the obser-
vation made 1in 1699 by Davenant, the leading English mer-
cantilist of his day, “Our Fore-fathers indeed were against
transporting Horses and Mares above such a value, . . . but when
those Prohibitions were enacted, the business of trade was not so
well understood, as it is at present.”’!! This was the mercantilist’s
protest against the policy of provision in one of 1ts most natural
spheres of application.

10 34 Ed. HI ¢, 20 and 21 Jac. D c. 28 § 11 1eap. ; cp. Gras, Engl. Corn Market
135.

1 C. Davenant, An Essay upon the Probable Methods of Making a Peapls Gai
in the Ballance of Trode (Lond. 16g9) go. 8 0 Huopis Catners
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A fourth group of commodities subject to the policy of pro-
vision consisted of raw materials, semi-manufactured goods and
other means of production; they usually followed immediately
after food-stuffs and war materials. Under this head came, in the
first place, raw materials of the textile industry, on which export
prohibitions were almost a general rule both in France, England
and Italy: wool, flax, rams, combed wool, fuller’s earth, dye-
stuffs, yarn and grey or unfinished cloth; in England, on one
occasion (1326}, a general export prohibition of textile materials
was issued. Hides of various kinds were also of this group and
in England, for example, also timber, lead, whetstones, coal
and various other articles. It was particularly in Englfand, too,
at the beginning of Edward T's reign, that the export of coin and
of precious metals was made more difficult, first by royal pro-
clamation, then in 1299 by Act of Parliament {2y Ed. I}. Similar
regulations existed in other countries. It is obvious that the
export prohibition on precious metals must have had the effect
of counteracting any cfforts to secure a surplus of imports, a
reaction which was clearly not realized at that time,

The prohibition on the export of means of production might
appear as an altempt to keep production in the country, and
would then come within the scope of protectionist policy which
is yet to be dealt with. The matter, however, acquires a totally
different complexion by the fact that along with these regulations
appeared a host of others, imposed to obstruct the export of
finished goods. On occasions, export prohibitions were even
placed on the principal products of the country or the city,
particularly on metals and textile guods, as may be scen from the
tables. The Swedish table will be seen to include all the most
important Swedish exports, metals, timber and hides. In England,
too, we find irier alta cloth and worsted (pannos vocatos Worstedes,
1362). Genoa allowed the export of iron and steel only by agree-
ment with Narbonne {1224); Bergamo {circa 1240} and Bologna
{1248) imposcd export duties on these goods. Ravenna obtained
silk free of duty (1234); but it was only after Genoa had con-
cluded the treaty with Narbonne that it allowed barchent (a
cotton product) to be exported to that city duty-free and granted
Montpellier the same privilege in 1201 as regards fustagni {another
textile product), but only for a totat of 100 hales. Genoa had an
export prohibition on linen and French cloth {agreement with
Arles 1297), and Bergamo had one for cloth (circa 1240). The
tolls in Bergamo werc very peculiar: it graded its hindrances on
export in proportion to the stage of manufacture—the later the
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stage, the higher the duty. Pig-iron thus had to pay six sol. per
tarrum on export, while manufactured iron paid ecight; raw
chestnuts paid three den., roasted chestnuts six. Such charges
give at any rate the impression of a perfectly logical but rather
startling reversal of the principle of “protection to national ldbour”,
Chronology of the pelicy

It is not to be wondered at that the policy described above was
deeply rooted in the past. It appears to have been fairly common
in the city states of ancient ttmes. When Rome grew to be the
capital of the world this policy was pursued there morc inten-
sively than it has ever been in any other place or at any other
period. The nearest parallel to Rome’s policy regarding food-
stuffs is, perhaps, the measures taken by Napoleon to ensure
Paris with provisions when he embarked onhis Russian campaign
in 1812,

The tradition of antiquity, however, does not appear to have
remained unbroken, for before the r2th century there are few
indications of such a policy in the new social structures. In
Germany, the growth of the Bannmeilenrecht must have been one
of the first manifestations of a deliberate policy of provision.
Little is known of the kind of policy pursued in France by the
more or less independent great vassals during the centuries after
the fall of the Carolingian empire ; but from the measures taken
perforce by the reorganized monarchy of the r4th and i4th
centuries, it appears probable that local and piovincial ten-
dencies of this character had existed, In Spain, too {Castile},
where the expressioh “‘policy of provision” originated, there are
indications of similar tendencies, although, as far as I know, not
before the beginning of the 14th century. In England clear traces
of an export prohibition on corn are o be found in the twenty-
third year of Henry II's reign, 1176/77. In 1203 the Great
Winchester Assize of Customs forbade the export of corn and
other food-stuffs except by licence.’® The high-water mark was
teached under Edward I1I, about the middle of the 14th century.
As the previous examples have shown, there is particularly
abundant material available on North Italy, whereione city
alter another took measures against the export of food-stuffs
in the last decades of the r2th and the first decades of the 13th
centuries. All in all, the new wave of provision policy may be
said to have commenced, after ancient times, in various countries

'? 117677 Great Roll of the Pipe, 23 Hen. 1}, in Pipe Roil Soc. Publications
XXVI‘ {Lond. 1905) 136, cp. 183, 184, and Gras, Engl. Com Market 134.—
1203: in Gras, Early English Customs System 218-21,
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during the course of the r2th century and reached its culminating
point in the 14th century.

This is not to say that the policy of provision became unim-
port:jlnt aftcr.that ttme. Here, as almost everywhere else, the
medi.lcval policy retained its hold over people’s minds for a
considerable time, until well into the 1g9th century. It is one of
the most striking phenomena in the history of economic policy
that during the following centuries two tendencics, contrary in
principle, persisted so closely side by side. As far as the general
policy of provision is concerned, it is very characteristic that in
England, the most progressive country—progressive that is
according to the standards set here—it was not until 1721 that
an Act was passed containing a general right of free export of
the country’s produce, and that even this statute contained many
exceptions. Even a hundred years later, in 1822, twenty-four
secttons of statutes and thirty complete stacutes which had
placed hindrances in the way of export were repealed, all of them
dating from the pre-Restoration pericd. It is true that this, on
the whoit, was only the formal “purification” of the system of
regulation binding English cconomic life, which generally did
not take place betore the 1gth century. But even in actual practice
the export prohibition policy on purely manufactured goods
lasted until the end of the 17th cerntury. Thus the export pro-
hibitions on iron, copper and bell-metal were only repealed in
1604.%% In the majority of other countries with a weaker protec-
tionist tendency, the development appears to have been even
slower, although a survey of it would entail greater difficuity.
dts persistence

There was, neverthcless, one sphere where the possistence of the
policy of welfare was not merely a detail in the general picture,
but determined the whole economic development. I refer to
food-stuffs and particularly corn. It would be no exaggeration to
suggest that this treatment constituted the tragedy in the history
of the corn trade in Europe, for it largely explains Europe’s
difficulties regarding food-stuffs, which occurred cven in the last
century. A detailed analysis of the circumstances in various
countries would demand too much space and, for our purpose,
is not necessary. It will be sufficient to sketch the main lines of
development in one or two countrie 14

1 Gtatutes: 5 & 6 Will. & Mar. ¢. 17 {1694); 8 Geo. Te. 15§ 17 (1721} ;
g Geo. IV ¢ 41 §3 (1822).

14 The literature on the policy regarding food is naturally large. Besides

the references given in note t above I shall only refer here to W. Naudé's
great collection of data, D Getreidehandeispolistk der europasichen Staaten vom 13.
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In France the principles of the policy of provision were first
assailed by the physiocrats, though in practice it was considerably
later before much was done. A decision of the council of state of
1754 first allowed free “export” from one French province to
another. Corn could be exported freely from the counfry even
in the latter part of the ancien régime only sporadically. In this
respect, even Napoleon represented no sharp break with the
past. It was especially his fear of labour unrest which explains
a great deal of his policy and prompted him to reject all the
physiocratic aspirations, so that he even said “the problem of
corn is the most vital and troublesome of all to the ruler. .
The first duty of the prince as regards corn is to retain it for the
nation and not to hearken to the sophistry of the landowners”.
In this respect the medieval order thus outlived even the French
Revolution. It was only after the restoration of the Bourbons
that a change of policy could be discerned. As far as is known,
the first law to place restrictions on the import instead of the
export of corn was that of 1819.1% Provision policy tendencies
were thus extremely long-lived.

Similar restrictions prevailed on the rest of the continent.
Even Hamburg, the great staple for the corn trade, was often
unable to apply its staple policy in the face of the constant
provision policy endeavours of the “commonalty”. As late as the
last decade of the 17th century the demands of the latter for a
complete revival of the medieval order caused various measures
to be taken in that direction. It was only in 1748 that free transit
was allowed in corn. It is extremely significant that even at so
late a period and in one of the greatest continental trading cities
it was the export and not the import side of the staple policy
which aroused opposition.

Certainly in some of the more agrarian states the policy of
provision could not assert itself so prominently. Attacks in those
countries were usually directed sometimes against the import,
sometimes against the export of corn. Occasionally both were
forbidden at the same time. Alternatively the prohibitions varied
with the size of the harvests and the fluctuations in price, which
bis zum 18, Fakrhundert (Acta Borussica, Getreidehandelapolitik. 1, Berl, 1896).
The question is approached from an opposite but in my opinion more correct
angle by Below, “Lie Fiirsorge des Staates fiir die Landwirtschaft cine Errun-
genschaft der Neuzeit," in his Problems der Wirtschaftsgeschichie 78142,

1% Boissonnade, Org. du tr.—prev. chap. note 12—I 107.11 I 536-44;
Levasseur, Hist. d. classes outr. et de I'ind. en France avent 1789 11 578 fl. ; Heckscher,

;ﬂu Continental System 341 I.; Levasseur, Hist, d. classes ouvr. {etc.) de 1789 d 1870
514
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certainly played havoc with the regular ordering of production
and trade. In 1721 and 1722, under Frederick William 1, Prussia
became a land of agrarian protectionism and even went so far
as to impose the death penaity on the consumption of foreign
corn. Névertheless, export prohibitions occurred during the same
reign. Under Frederick II the corn trade was often hampered
in both directions, but it may be that the unusually realistic
attitude of that king led to better results than were usually
achieved by the old policy regarding the corn trade ; and Prussia’s
ability to prevent corn exports from Poland obviously contributed
to the same end. Remarkably enough, Denmark adopted agrarian
protection a hundred years before Brandenburg-Prussia, but
there, too, it alternated with export prohibitions. During most of
the 17th century, Denmark stood almost alone in protecting its
agrarian produce. In Sweden a similar tendency emerges
occasionally about half a century later than in Denmark, to be
precise in 1672. The reason given there for the policy was that
“the mass of corn imported from foreign countries so depresses
the price ot corn in the possession of our faithful subjects, that the
farmer cannot make ends meet”’. The decision taken with this
in mind was, however, repealed in the following year, and for
the greater part of the 18th century Sweden, too, prohibited the
export of corn.'®

England was by far the most important exception. She aban-
doned the policy of provision regarding food-stuffs definitely and
completely before the end of the 17th century. A hundred years
previously, Enghish statesmen, in common with those of other
countries, had regarded the keeping of com within the country
essential 1o its welfare. This had resulted in stri. ¢ prohibitions
against the export of corn to the enemy, the latter, during
Elizabeth’s reign, being Spain. But even betore that, repre-
sentatives of the opposite point of view had voiced their opinions,
and in the post-Restoration period they won the day. High

1% Hamburg: Schmoller, in his Johrbuck (prev. chap. nate 1) VIII 1082,
1086, —Prussia: Naudé, Dir Geireidehandelspolitik und Krugsmagazimverwaltung
Brandenburg-Preussens bis 1740 {Berl. 1g01) 206 ., 236, 239, 246, 250-3: Naudé
(and A. Skalweit), do. do. 17401756 (Berl. 1910}, 62 1E, 71 ., 77, to2—20;
Skalweit, do. do. 7756-1806 [Berl. 1931) pastim; H. Rachel, Die Handels-, Joll-
< und Akgisepolitik Preussens 17401786 (Ber). 19.:7 1 707-20 (ail in Acta Borussica).
—Denmark: L. V. Birck, Told og Accise {Copenhagen 1920) 43f, 140.—
Sweden: Samling utaf Nongl. Bref ang. Sweriges Rikes Commerce, etc., ed. AL A,
von Stiernman, Tl (Stockholm 1753) go2; ¢p. Daniclsson, Protektionismens
gemombrott i svensk mullpolitik (Stockholm 1g30) 48f.; K. Amark, Spanamals-
handel och spannmalspolitik § Sverigs 183 et passim.
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import duties were placed on corn in 1663, and then in 1673 a
tentative measure was adopted, flying directly in the face of all
principles of provision policy, export bounties on corn being
introduced. Directly after the Revolution of 1688 they became
a primary factor of English mercantilism. But although the policy
of provision in foreign trade was completely reversed in this case,
in theory, at least, the principles of the older pelicy regarding
internal trade in food remained, as may be seen from the descrip-
tion of the internal regulation of trade in England previcusly
given (Ch. VI, Part I). With his customary ruthless criticism of
the inconsistencies of the ancien régime, Adam Smith emphasized
that the bounties on exportation, “under the pretence of en-
couraging agriculture”, “occasion, as much as possible, a constant
dearth in the home market”, while at the same time adding all
possible difficulties to the activity of the native corn dealers.
They, according to Adam Smith, could never work against the
interests of the large mass of the pecple, as the exporter of corn
was able to do.?” Lord Kenyon, as late as 1800, treated the older
system of regulation as valid, and so even at the beginning of
the 1gth century there were stiil some traces of the policy of pro-
vision.

It is also interesting to note how the ideas behind the
policy of provision persisted in people’s minds by the side of
mercantilist ideas. In fact a kind of genetic relationship may
almost be said to have existed between the pulicy of pro-
vision and [fatssez-faire, a relationship which simply passed
over mercantilism. ‘Here, too, it will be sufficient to give just a
few examples from mercantilist literature, especially since
the guestion will come up again for treatment in the next part
(n.f. 227.)

In a frequently quoted essay of the period about 1530, ascribed
to Clement Armstrong, under the title of How lo Reforme the
Realme in Seiting Them to Werke and to Restore Tilluge, it is stated for
example: “The works of husbandry encreaseth plenty of victuals
and the works of artificiality encreaseth plenty of money.” The
ideal was thus to have a plentiful stock both of food and money,
the policy of provision guarantecing food, protectionist policy
the money, but without plenty of manufactured products. This
contrast between the two groups of commaditics, “for the back
and the belly”, later recurs again and again, and in this particular

¥ Proclamation of 1591 : reprinted in Canmngham 112 89 f —15 Car. 11
€. 7§ 1525 Car. 1L c. 1 § 33 1 Wil & Mar, Sess. 1 ¢, 12.—Adam Smith,
Wealth of Nations ed, Cannan, I1 40.
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ﬂ;rmhls afﬁ;;fov_me argument with Gerald Malynes at the beginning
of the following century. In economic policy itself it was
cven more decisive on the continent thap in England, for on
the continent the strength of the protectionist Polic’ o
textiles,” while the palicy of provision was applied arficulixrl
to food-stufls. But even in England the gcnera};l opjn]-OnY
akin to the mcdicval. idea, that low prices were dcsirablc:
held sway. Evgn late in the ‘f?lh century, this is expressed in
the C\fcr-rccurrrng'fornl}ﬂa good cheap”™, “better cheap”. A
typicallrcprescntatwc of mercantilism such as Thomas Mun
found it oppoertune to defend the East Indian trade against
the reproach that 1t increased the price of food (1621). Mun’'s
pupil, the Austrian, Wilhelm von Schrétter (Schréder), like-
wise preached the gospel of cheapness and strongly urged
that the complete medieval policy of provision be retained for
food-stufls (1686).

When Roger Coke, one of the most original and independent
mercantilists, attacked certain parts of the orthodox mercantilist
policy, one of the reasons which he gave might just as well have
been medieval as liberal (1671} : “By God’s Law cheapness and
plenty is a blessing; and by Civil Law, dearness and extreme
prices are complained of and redressed. Whereas this law (against
the importation of Irish Cattle) design.. to prevent God’s blessings,
and to cause that whichis complained of by the 1 and 2 Ph. and
M. 5. This refers to an export prohibition on food (1 and 2
Phil. and Mar. c. 5). During the heyday of mercantilism, the
citizens of Stockholm, too, rejected a proposal {1731) which
“would create dearth of corn in the country and choke up
those veins through which the blessings of God flew to the land
and which must therefore cause dismay to every true Christian”.
“Dearness,” they went on, ‘‘must be regarded a punishment for
sinning, and a calamity; we ought rather pray to God that be
keep this from us instead of showing ourselves finical about
God’s rich blessings, and that the poor man may have his bread
and sustenance for lesser money.” 18

The scarlet thread of “provision” ideas is thus discernible
through the period that followed, even when contrary tendencies,

#* [Armstrong]—see note 2 part 4 chap. . --in Tudor Econ. Docs. 111 127.—
Malynes, Comuetude, Vel Lex Mercatoria 213 e pasizm; cp. Wheeler, Treatise
of Commerce (16m) 59 f—NMun, 4 Discourse of Trade from England unto the
East Indes 33 f.—[von Schrotter]. Furstitche Schatz- und Rent-Comner chap. o4,
chap. 102 § 2 etc.—Coke, Treatise, 1 58.—Stockholm’s citizens: Amark op. a.

147.
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continually to the fore, became under mercantilism the
commonplace of opinion and business.

2. CAUSES

All the medieval measures which had the effect of hindering
exports and encouraging imports have now been grouped together.
It is no exaggeration to say that the horizon of foreign commercial
policy in the Middle Ages was limited to these measures. But
this is not to suggest that they all originated from the disposition
that has been characterized as the ‘“hunger for goods”. The
motives of the policy have yet to be treated.

There is no doubt that fiscal interests must be recognized as
one of the important factors. The historian of economic policy
will again and again come up against the fact that the financial
embarrassment of rulers and states in early days was so chronic
that it almost regularly occasioned difficulties in carrying on
from one day to the next. Financial difficulties are therefore the
most natural explanation for the governmental measures in almost
every economic sphere, although quite different reasons were
often given for them.

It is not difficult to demonstrate the importance of the fiscal
aspect even in the regulation of foreign trade. Cunningham, for
example, believed at one time that he could discern far-seeing
economic plans in Edward IIIs policy; but as a result of a
series of studies carried out by George Unwin and kv his students
under his guidance, it has been shown that the predominating
idea was quite different. What was decisive in this (ase was the
fact that means had to be created for covering the cost of
expensive wars in the immediate future and of the no less expensive
luxuries of the Court. In particular was this truc of the wool
exports which Edward I apparently valued specially highly,
because they could be used as a weapon for extortion and as a
basis for raising loans. This point of view is undoubtedly of great
importance in any explanation of the flourishing anti-export
policy during Edward III's reign. The state of affairs in France
one half or a full century later was similar, not only under Philip
le Bel but also under the other princes of the last few generations
of the Capetian dynasty. The same could probably be proved
to have been true more or less in most other countries. The first
English prohibition known to me against the export of coinage
occurred, for instance, under Edward I in 1282, because the king
wanted to prevent the Pope from collecting a crusade tax which
had already been imposed and partly raised from the English



THE POLICY OF PROVISION 97

clergy. The King wanted to tax them for his own benefit and in
this, incidentally, he was largely successful. 29

The problem, however, would be over-simplified if it were
considered that the anti-export policy could be completely
explainéd by ever-urgent financial necessity. For it is not
clear why this necessity should lead precisely to embargoes on
exports and not to similar hindrances on imports. At the present
day it is the latter that are imposed, and the import duties serve
as a source of taxation, and this has always been an argument
of modern protectonism ; whereas export duties now play a very
subordinate part, if they appear at all, and are hardly ever con-
sidered a source of revenue. And so it remains to be investigated
why the state in the Middle Ages sought to obtain revenue
precisely from export duties. The question is primarily whether
financial or general economic motives were behind that practice.

To some extent it was undoubtedly a matter or public finance.
I'mports increased the 1otal of commodities directly available for
taxation. Anything within the country always lent itself to the
possibility of {inancial extortion, while gocds that had crossed
the boundaries were once and for all beyond the reach of the
treasury.??

Nevertheless, this is far from explaining altogether the anti-
export pohcy. Financial policy also follows the line of least
resistance and ceferis paribus prefers such measures as harmonize
with the general conception of what s socially useful. Tmport
duties would certainly have been applied in many cases, if for
other reasons they had not been regarded as undesirable. If
purely financial considerations had heen decisive, both imports
and exports would have been taxed with roughly vqyual severity.
Moreover, a large, and perhaps even the most vital, part of the
anti-export policy had hardly any fiscal signihcance at all. 1
refer to the large number of export prohibitions which, from the
start, were seriously intended, and from which no exemptions by
means of licences were granted. With food-stuffs, too, interest in
abundant provisions and low prices was so general that fiscal
considerations almost always took second place. In one com-
modity, wine, which closely resembled food-stuffs-—according to

¥ Unwin (see note 1 above}.—The prohibition on the export of coins:
Foedera, ed. Rymer, Publication of the Re ord Comumission I: i 608; cp.
W. E. Lunt, “Papal Taxation in England in the Reign of Edward 17 (Engl.
Hest, Review XXX, 1915, 368 f1.).

% Cp. an analogous explanation of the English King’s right to impose
tariff duties, in H. Hall, A History of the Cusiom-Revenue of England {Lond. 1885)
II 46,
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Unwin the only commadity of daily consumption during Edward
IID’s reign which had to be imported into England—the connec-
tion between fiscal and other state considerations on the one
hand and the policy of provision on the other was clearly mani-
fested, in spite of all occasional variations. For example, when the
right to import was granted to the wealthy gild of Vintners of
England, the king’s desire to use the gild for securing loans to
himself had something to do with it. But when, in spite of this,
the wine-producing Gascons themselves acquired the monopoly
of sending wine into England, the deciding motives were purely
political ; at that time the Gascons were subjects of the English
crown, and their loyalty was necessary during the wars with
France. But both in the one regime as in the other, the aim was
to place at the disposal of the English middle and upper classes
as large a supply of wine as possible at the lowest prices possible;
in other words “provision” tendencies were commen to both
kinds of measures,

Of less importance than the fiscal were the purely military con-
siderations, though a large proportion of the export prohibitions
applied to trade with the enemy or with such countries as might
easily become hostile, and also to such goods as happened to be
necessary for military purposes. Examples of the latter have
already been given. A prohibition against trading with the enemy
occurs in the Carta Mercatoria (1303). The general export
licence for foreign merchants contained an excepticn providing
against the export “to countries which were clearly and
notoriously enemies’” of England. A French decrce of the following
year contained almost literally the same prohibition. Significant
also is the large group of reprisals in the form of export hindrances,
revealed by the Swedish material given above (z.s. 83 £.).

Even in these cases, however, the anti-export policy is not to
be explained simply by a reference to political considerations,
It is precisely the curious fact that the samc real need was
believed to justify two exactly opposite conclusions which is
characteristic of the theoretical content of economic policy,
That hindrances to export were regarded as a military necessity
for the native country and harmful to the enemy indicates that
the idea must have been derived from the policy of provision
or, to be more precise, at any rate from non-metcantilist
sources.

It may perhaps seem absolutely absurd that people could ever
have considered abundant provisions in time of war and for pur-
poses of war as anything other than an advantage to a country ;
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but that they did hold such views is sufficiently revealed by word
and deed during the mercantilist period.

The merchant, John Cary, who was also an esteemed corre-
spondent of no less a person than John Locke, wrote during the
English’ wars with France towards the end of the 17th century
(1695) concerning England’s enemy, “I wish he were better
furnish’d with our Product and Manufactures, and we had his
Money for them, which would much more weaken him, than the
other would enable him to carry on the War.”” His contemporary,
Charles Davenant, one of the most enlightened mercantilists,
came to exactly the same conclusion concerning the same enemy
countries: “The Ballance arising from Trade heing wanting,
which should maintain King and People, there must inevitable
follow, at first private want, and then public Poverty.” An
overshadowing example of the practical outcome of mercantilist
ideas regarding the part plaved by goods in war time is the
Continental System, and, it should be noted, not merely on
Napoleon’s side. For his part, he hoped te be able “to vanguish
England by excess”. He wanted to deal a death-blow to the
enemy by isolating it, but this as we know referred not to its
imports but to its exports. On the English side, ministers and
politicians in Parliament were able to rejoice because this plan
was a failure, so that in spite of all diffliculties they had succeeded
in clothing the enemy armies against their will in English cloth.
Thus Lord Grey stated in the House of Lords in 1812, “It is
well known that the manufactures of Yorkshire make the clothing
for the French army; and not only the accoutrements but the
ornaments of Marshal Soult and his army are¢ frrmed by the
artisans of Birmingham,” 21

it is obvious, therefore, that the fact that there were military
needs does not in itself explain the policy of provision. A “pro-
vision” or at least a non-mercantilist attitude must have been
there before military needs, as in the Middle Ages, could lead
to export prohibitions.

As an argument against this evidence, the objection may be

8t Cary, An Essay on the State of England, in Relation to Its Trade, etc. 120 f—
Davenant, Ar Essay upon Ways and Means of Supplying the War (3rd ed., Lond.
1701) 23. ~Hansard's Parliamentary Debates XX111 8, Heckscher, Thr Continenlal
System 35-8, cp. 344 f. o passim—See, too, Montchrétien’s remarks 11 43 £
above. The idea that a country is harmed by imports from an enemy country
is typically expressed in B. de LaRemas, e.g.: “Les villes frontitres et ports de
mer d'icelui [Royaume] servent d'appui et aide aux ennemis par les moyens
des marchandises qu'ils y conduisent et débitent” (Les tresors et richesses pour
mettrs ' Estat en splendeur, Paris 1568, 6).

Vaor 1) 7
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raised that it does not prove that the policy of provision pro-
ceeded from a dogmatic belief in goods, but only that the later
and exactly contrary policy was based on the dogmatic striving to
dispose of the goods. To my mind this objection is valid. The
essential explanation of the policy of provision lies, in othet words,
in the idea that goods are things of value, of which one can
rarely have too much and easily wo little, and which should
therefore not be so lightly permitted to leave the country. In its
application through the policy of provision, the idea has certainly
one great defect. The two-fold nature of exchange, the mutual
dependence of import and export is overlooked. This weakness,
however, is obviously common to both the policy of provision
and the policy of protection in its usual manifestations. More-
over it is an oversight so natural to the untrained mind that it
scarcely requires special explanation. The idea grew naively
from the simple realizaton that goods were useful, as may be
seen, e.g., in the following reason being given for a French export
prohibition of 1304: “Charity begins at home; it borders on
cruelty to deprive the field, wherein the spring rises, of water
and to lead the water away to other fields. . . .”’22 There is an
important parallel to this in the anti-export policy of World
War L. The motives for the policy given at the beginning of the
14th century frequently recur in a somewhat altered form six
hundred years later, in the guise of protests against the export
of food-stuffs not only from blockaded Germany but also, for
example, from ncutral Sweden.

As the policy of provision was thus limited in time, and was
later succeeded by a policy which tended in the exactly opposite
direction, it is natural to search among the actual conditions of
the times for factors which might explain why considerations of
provision had so strong a hold on the Middle Ages. Such an
explanation is not difficult, although it is certainly not to be
found where one would be likely to look for it first. In the first
place, we shall mention briefly those factors which might appear
important even though their importance was probably very
small or negligible.

12 "‘Quia ol:dinata caritas rite in quosdam a se ipsis incipit, crudelitatique
proximum cxistat, agro in quo fons nascitur sitiente, exhine ad aliorum
agrorum usum aquam duci, [et quidem] damnosum que foret, ut nostri
aemuli et inimici nobis et regno confortentur et consolentur ex ipsis, per hoc
Deo et justitiae repugnantes ex iis indebite confortari”, in Ordonnances des rows
de France de la trowsitme race 1 (Paris 1723) 422f. The sentence is probably

theological in origin and is also applicable to purposes other than the policy
of provision, e.g. Wheeler, Treatise 163,
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It is tempting to explain the policy of provision on the grounds
that it arose during an age of universal scarcity of goods. This is,
indeed, how it came about during World War 1. The assump-
tion, however, is unjustified with regard to the Middle Ages. The
policy of provision, like medieval municipal policy in general,
originated in the time of the crusades. That period, however, was
characterized by increased traffic by land and sea, and greater
opportunities for the making and selling of goods, as may be
seen, for example, in the rise of the Champagne fairs and the
new transport orgamizations both on land and sea. That the
policy of provision came into being at such a time shows that
it was not the particular conditions of the period which created
it, but the fact that economic policy in western Europe was only
then beginning to take definite shape. A very interesting parallel
may be seen in the history of the monetary system, where again
one cannot draw conclusions on the prevailing policy from ex-
ternal economic conditions, as will be demonstrated in greater
detail in the next part. The endeavours to increase stocks of gold
and precious metals reached their highest point not in a period
of stagnating gold and silver production, but at a time when
Europe more than ever before was flooded with the precious
metals from Mexican and Peruvian mines. Thus scarcity of
money, in the literal sense of the word, cannot explain the hunt
for precious metals; neither can scarcity of goods provide the
reason for the policy of provision.

Rather more feasible is the explanation in terms of general
uncertainty, which was an ever-present danger in the Middle Ages
to the undisturbed import of goods. The continual state of war,
of course, constituted the principal element of uncertainty, but
in addition, too, were the bad harvests and other of nature’s
whims over which man had not yet made himself master. There
is perhaps, after all, a kind of parallel on this point to the
“'provistion” tendencies prevalent during World War 1, even in
the causes. Uncertainty in the Middle Ages was very pronounced
also by reason of the small size of the territories and cities, the
possibility of a blockade in food-stuffs being a perpetual danger.
To isolate a territory was a very common weapon of warfare,
The food problem of World War I was reproduced in miniature,
for example, in Basle during the tine of the Council of 1431,
The territorial lords in the neighbourhood of the city who were
hostile to the Council cut off the food supplies, according to
von Below’s data, of the then over-populated city. If a muni-
cipality, or the lord of a territory, blockaded its boundaries
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against exports, the neighbouring locality had to do the same if
it were not to be left entirely high and dry. The narrowness of
the boundaries within which political power was in fact exercised
during the Middle Ages must always have been a cause of the
policy of provision, and also partly explains its disappearance
after the rise and consolidation of nation states.

Granted all this, we have however not yet arrived at the
essential point in the explanation. It is commen knowledge that
in later times the danger of blockade has always been used as an
argument for the policy not of provision but, on the contrary, of
protection. From a long period view, this argument is certainly
much more telling, though it is true that for a short time a region
could increase its stock of food during a blockade by preventing
exports. But even an urban territory, which could not possibly
cover its own needs in the most important necessities of life,
might benefit by allowing export, for by doing so it would be
more likely to induce others to supply it with goods. Rightly
conceived, insecurity could thereforc hardly justily the policy,
The reason why this point was not seen may, however, simply
have been shortsightedness. To the extent that the policy of
provision was purely municipal, it might be possible to assume
that it was to some extent dependent on external conditions, even
though it is improbable that the external conditions were really
the decisive factor. But in fact the policy of provision was by no
means merely a municipal policy, but a phenomenou of universal
occurrence. It extended over whole states in which the influence
of the cities was fairly small and which had a large territory,
so that it could not be narrowness of boundaries which led to the
policy of provision in these cases. It is particularly suggestive
that the medieval policy regarding food-stuffs was able to
persist almost unchanged in a country such as France for
three centuries after the end of the Middle Ages. It shouid
moreover be borne in mind that the policy of provision did
not mercly extend to food, but more or less to all kinds of
goods. And so to this extent, the only explanation that re-
mains is the one already given again and again, that
municipal economic principles stood out as almost the only ¢lear
principles of economic policy, and remained for centuries,
even after the political influence of the cities had ceased—
in fact, even in such countries where it had never existed. For
this reason measures which were natural to the cities were

extended to regions for which they werc far less appropriate.

For the sake of completeness, it may also be pointed out that
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the export prohibitions on the ordmary export goods of the
country might have had the function of raising the prices of these
goods by diminishing the supply, or, in the terminology of modern
thcory, of making it possible to obtain a monopoly price. There
is no doubt that somcthmg of this sort did often occur to states-
men of that time. It is true that, ultimately, an anti-import
policy would have had the same effect as an anti-export policy;
for imports and exports depend on one another. But this more
subtle point in foreign trade policy was unknown to the politicians
of the time, and for that matter is often equally unknown to
politicians of to-day. Consequently, if the aim was to get a better
price—a more favourable exchange relationship—for the goods
of the native country as against those of the foreign country, it
was only natural that they should concentrate directly on export
goods and endeavour to render the buyers’ access to them more
difficult. The whole policy of provision is certainly not explained
by this, but the point must not be altogether omitted from the
explanation

The various possible explanations mentioned hitherto never-
theless pass over the really vital fact. The policy of provision
developed out of the most ingenuous conception of how things
are inter-related. To this extent the policy requires no specific
explanation. What does rather require explaining is the new
outlook which ousted the policy of provision, the “‘fear of goods”,
not the “hunger for goods™. “Hunger for goods” must normally
be the predominant tendency where fundamental economic
relationships are easily perceived. The explanation of the policy
of provision 1s then quite simply that the facts were seen much
more clearly by medieval observers than by those uf later times,
because the conditions in precisely this connectinn were so much
simpler.

It was the conditions of natural ¢conomy which brought out these
facts so clearly and simply. And the basic condition for the new
trend of thought which superseded the policy of provision was
obviously money economy. So long as goods were exchanged for
goods, it must have been clear to the meanest intelligence that
nothing could be gained if the goods offered brought only a
small amount of other gonods in exchange. Everyone under
natural economy recognized that exchiange was the more favour-
able the larger the amount of goods which could be got in ex-
change for one’s own. But then came the monetary system and
drew “a veil of money” over the interconnected factors in
exchange, In spite of its enormous importance in helping to
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increase the satisfaction of wants, money economy has thus
done much to render more difficult an accurate conception of the
forces in economic life and particularly in exchange. It has
become perhaps the most important source of false cctonomic
theories. Since the goal of economic activity, the acquisition of
goods, was so easily discernible under conditions of natural
economy, it was only natural that people stopped there and
overlooked the dual nature of exchange. And this led to the
idea that to retain one’s own goods was profitable under any

circumstances.

3. ITS DECLINE AND THE TRANSITION TO PROTECTIONISM

However, the idea gradually gained ground that, starting from the
policy of provision, from the “hunger for goods”, it was illogical
to arrive at a policy of export prohibition. People came gradually
to realize that native production together with the possibility of
expori could actually be a guaranter for sufficient provisions,
because the greater certainty of selling the goods where exports
were free would maintain production on a higher plane. More
difficult to learn was the stmilar fact that increased freedom of
export also led to greater imports, for goods were exported
soonest to those places where no obstacles stood in the way of the
exports. But finally even this idea was grasped. On this basis
a consumers’ policy, or the policy of provision, could combine
“hunger for goods™ with the complete freedom of foreign trade
in both directions, and could do away entirely with all medieval
export regulations. Thus, just as in certain aspects of staple policy
discussed above, a kind of laissez-faire policy of trade would be
reached. As we shall presently see, the early tree trade writers,
too, clearly expressed the samc view. The reaction against the
policy of provision, however, arose long before that laissez-falre
policy, likewise without abandoning the “hunger for goods” as
its starting-point. It took place in the middle of the 16th century.
At this period, particularly in England, but also in France, there
are some remarkable observations expressing this point of view.

The clearest discussion of these problems cver presented in
former times is to be found in 4 Discourse of the Common Weal of
this Realm of Englond, probably written in 1549 and ascribed to
John Hales; published in a somewhat eiaborated form and
under a different title in 1581 (2.5. 20).

The book takes the form of a conversation between a man of
learning (*‘doctor”), a landowner (“knight”), a merchant, a
craftsman (“capper”) and a husbandman, They converse on the
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extension of sheep rearing at the expense of corn growing, a
development which was rousing general anxiety at the time.
The author himself speaks through the doctor. He attacks the
prohibition which forbade the export of corn if the price exceeded
“a noble the quarter” and urges that only the repeal of this
prohibition could maintain corn growing. He is answered by the
capper: “‘Yet it pleaseth us that be artificers nothing at all, which
must buy both bread, corn and malt for our penny.” And he
went on to explain the discrimination between corn and other
commodities in an argument which is in line with the view
prevailing for a long time: “Every man hath need of corn, and
so they have not of other wares so much.” This gave the doctor
his opening for a rejoinder, very skilfully bringing out the most
important point: “Therefore the more necessary that corn is,
the more be the men to be chertshed that reared it; for if they
see there be not so much profit in using the plough as they see
in other feats, think you not that they will leave that trade and
fall to th= ~ther that they see more profitable?” He then continues
“Trow you, if husbandmen be not better cherished and provoked
than they be to exercise the plough, but in process of time so
many ploughs will be laid down (as I fear me there be already)
that if an unfruitful year should happen amongst us, as commonly
doth once in seven year, we should then not only have dearth,
but also such scarceness of corn, that we should be driven to
seek it from outwards parts, and pay dear for it.” When the
knight asks what is to be done in bad years if the surplus of good
years is exported, the same argument is advanced: “By reason
that, through the means atoresaid, more ploughs urc set awork
than would suffice the Realm in a plentiful year. If a scarce
year should fall after, the corn of so many ploush, as in a good
year would be more than enough, in an unfruitful yecar at the
least would be sufficient to serve the Realm.” 23

About the middle of the century in England, the belief was in
the air that the prevailing policy could not achieve what it set
out to do. In the same year as the Discourse of the Common Weal
was probably written, an uwnknown author wrote an essay
addressed to Lord Protector Somerset, which has only been
published in our own day. The titlr given to it was Polices lo
Reduce this Realme of Englande vnto a Frosperus Wealthe and Estate.
He fiercely attacked the whole system of regulating food-stuffs,
declaring that the prohibition could do nothing to remedy the
prevailing higher prices, so long as their causes were not removed.

3 A Discourse of the Common Weal, etc., ed. Lamond, 54-61.



106 MERCANTILISM AS A SYSTEM OF PROTECTION

In the following year (1550}, Sir John Mason, England’s

ambassador in France, wrote a letter to Cecil in which he ridi-
culed every attempt to keep down the prices of food-stuffs:
“Nature will have her course, ettam i furca expellatur; and never
shall you drive her to consent that a penny-worth of new shall be
sold for a farihing. If good cheap follow this devise, then hereafter
will I think it were good the like were still used ; but this I am sure,
the thing shall not be so plentiful as it was, and then I report
me to you whether it will be better cheap. For who will keep a
cow that may not sell the milk for so much as the merchant
and he can agree upon?" 24

Almost two decades later, in 1568, Bodin discussed in his
famous treatise on money the possibility of lowering the prices of
imports indirectly through exports “for what is brought in in
exchange for that which is sent out creates low prices in those
goods that were scarce” .

These observations are so like those of the laissez-faire school
that Adam Smith himself might have writien them. Indeed one
can almost say that he actually did write them. He declared, for
example, that *“Unless more corn is either usually grown, or usually
imported into the country, than what is usually consumed in it,
the supply of the home market can never be very plentiful. But
unless the surplus can in all ordinary cases be exported, the
growers will be careful never to grow more, and the importers
never to import more, than what the bare consumption of the
home market requires. That market will very seldom be aver-
stocked ; but it will génerally be understocked, the people, whose
business it is to supply it, being generally afraid lest their goods
be left upon their hands.” There is every reason for cmphasizing
this agreement between the older criticism of the policy of pro-
vision and lawssez-faire, parcticularly since faissez-faire authors—
in Sweden, for example, Anders Chydenius (1765)—had greater
sympathy with the policy of provision than with its apposite,
Adam Smith even reckoned with the possibility that export
prohibitions on corn might be useful in exceptional cases, but he
was opposed to import prohibitions in all circumstances.?® It

4 “Polices, etc.”: Tudor Feon, Docs. 111 339 fl.—John Mason 1o Cecil, 4th
Dec. 1550: 15, 1T 188

* Bodin, Discorrs svr le rehavssement et dimunvtion des monnoyes (Paris 1578,
unpag.): “‘ce qui entre en heu de ce qui sort, cause le bon marché de ce qui
défailloit.”

1 Wealth of Natiows, ed. Cannan, 11 39, 41 {.—A. Chydenius, Kaflan 0f
Rikets Wan-Magt and Omstandeligt Swar § 54 & 37 (repr. in Politiska skrifter,
ed. E. G. Palmén, Hfors. 1880, 101 f., 2001, 204}; cp. also 3:8 below for thiy
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is then all the more obvious that a criticism of the policy of pro-
vision is conceivable even without any mercantilist tendency.

On this point the mercantilists, however, thought themselves
reformers, as is manifest in many of their remarks. The obser-
vation of Bacon on the policy of Henry VII, changing “from
consideration of plenty to consideration of power” (z.s. 16)
1s a case in point. Colbert, too, in 1670 drew an essential contrast
between the new mercantilist policy and the earlier policy
pursued by the tax farmers, who laid heavy duties on exports
but sought to attract imports by low duties. Among the authors
who pointed out the same thing is, e.g., Sir William Petty, He
suggested that land should be sold to foreigners so that the
country should ucquire precious metals, whereas in earlier times
foreigners were prohibited from purchasing land (circa 1676).
Here Davenant’s remark given above (v.s. 88) should also be
added, that the prohibition on the export of horses proved how
scanty was the knowledge of the proper principles of trade in
earlicr tmes (169g). %

Fven though the two tendencies, the policy of provision and
protectionisim, were thus antithetical, there were certain con-
nections between them. These were in reality much stronger
than might have been expected fron. attitudes so different in
theory. There are at least three points in which this connection
was revealed and was of importance.

The most obvious bond between them is the export prohibition
against precious metals and coins. To fit this prohibition into a
systern dominated by the policy of provision was possible only
at a time when peoplc had not yet learnt to see the inserconnection
between economic phenomena. Its true place was in a system of
protection, and it belongs to the discussion of mercantilism as a
monetary system.

The next point is of far greater theoretical and practical im-
portance. It may be seen here, as also in Bodin’s statement, that
the connection between the two aspects of exchange was not
always overlooked in carlier times. In other words there existed
a strong mistrust of importing goods which were considered useless
and transient stuff, sent into the country by foreigners solely
for the purpose of receiving in exchi-ge the staple products of
*“Precursor of Adam Smith™, who is far teo little known outside Sweden and

Finland.

¥ Bacon, History of the Reign of King Henry the Seventh (rept. Works V, Lond.
1803, 63).—Lettres de Colbert VI 241.—Petty, Political Arithmatick, chap. 10
(Econ. Writings, ed. Hull, I g13).
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the country. This view grew quite naturally from the fact that
people were loth to see valuable native goods leave the country
and to this extent it belonged to the medieval ideas. But it paved
the way for the views that were to supersede it. A more striking
example of the gradual transition from “hunger for goods™ to
“fear of goods” could hardly be imagined. At the same time the
“fear of goods” was also supported by the aversion from all
“luxury”, and this again was closely bound up with the whole
medieval morality. The aversion persisted for a long time and,
together with purely economic factors, led to a dislike of imports.

The trend of thought is clearly expressed in one of the most
famous, economic writings of medieval England, the poem,
The Libelle of English Policye, dated by its editor as 1436/37.
Among other things, the author attacks the trade of the Venetian
galleys, through which are imported :

“Nifles, trifles that little have availed
and things with which they featly blear our eye,
with things not enduring that we buy;
for much of this chaffare* that is wastable
might be forborne for dear and deceivable.

Thus these galleys, for this liking ware

and eating ware, bear hence our best chaffare,

cloth, woal and tin, which as I said beforne

out of this londe werste might be forborne.

For each other lond of necessité

have great need to buy some of the thre(e);

and we receive of (t)hem into this coast

ware and chaffare that lightly wol be lost.”28
* Merchandise

It should be noticed that the author includes cloth, the most
important of all English exports, in the list of goods which in his
opinion England should keep back. Thus the policy of provision
had not disappeared, but was closely bound up with a great
aversion to the import of goods regarded as tuxuries. In Thomas
Starkey’s well-known dialogue between Cardinal Pole and
Thomas Lupset, written a hundred years later, the same com-
bination recurs: the efforts of the policy of provision to create
“abundance” which “maketh everything good cheap” is combined
with a great aversion to “all such merchants which carry out things
necessary to the use of our people, and bring in again vain trifles
and conceits, only for the foolish pastime and pleasure of man”.

* Political Poems and Somgs, ed. Th. Wright (Rerum Britannicarum Medii
Acvi Scriptores, Rolls Series) 1I (Lond. 1861} 173f. (The speiling has been
very much modernized in my text.)
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The hostility towards luxury imports was connected with 2
similar hostility towards the import of ron-durable articles which,
according to primitive economic notions, were inferior to any
durable goods. It is precisely this ‘““wastable’” character of the
goods that is explicitly mentioned in The Libelle of English Policye.
Thus another step is taken away from the policy of provision.
The import of wine, for instance, was formerly encouraged in
every possible way, while later it was just the lack of durability
of this commodity which made its importation seem indefensible.
It is altogether very difficuit to conceive an anxiety concerning
consumption, combined with a simultaneous aversion from con-
sumable objects, of which food-stuffs are the principal. In the
Discourse of the Common Weal, the idea is expressed as follows

“I would to God we would follow the example of a poor haven town,
that I know did of late, in the merches of Wales, caited Carmarthen,
(according to another text Carnarvon), when there came a certain
vessel out of England, all loaden with apples, which afore time was
wont te bri . them good corn, the town commanded that none should
buy the said apples upon a great paing and so the beat stood so long
at the haven, without sale or vent, until the apples were putrified and
lost; and when the owner demanded of the bailiff of the town why
he had stayed his sale and vent, the baihff answered again that the
said vessel came thither to fet(ch) the best wares they had in the
couniry, as friezes, broad cloths, and wool; and instead of that he
should leave in the country, that which should be spent and wasted
in less than a week. And said, bring to us corn and malt, as you were
wont to do, whereof the country hath need, and ye shall be welcome
at 2l times, and ye shall have free vent and sale in ow port.”

“Think ve,” continues the doctor, through whom the author
himself speaks,

‘“the great city of London, Southampton, Bristow, Chester, and other,
might not learn a good lesson of this poor Welsh town in thisdoing? . ..
If they come for our wools, for our clothes, kerseys, corn, tin, lead,
yea our gold, silver, and such substantial and necessary things, let
them bring in again flax, tar, oil, fish, and such other; and not to use
them as little children, give them an apple for the best jewel they
have about them."®

In legislation, too, the connectioi. between the dislike for

" Th. Starkey, 4 Dialogue between Cardinal Pole and Thomas Lupset: England
in the Reign of Henry the Erghth 11, ed. J. M. Cowper (Early English Text Soc.,
Extra 8. XII, Lond. 1871) 8o, 8y #f passim—Discourse of the Common Weal
68, cp. 173. The example obviously refera to a “commeon bargain™ with the
officials of the city (cp. Gross, Gild Merchant 1 136 1) and is therefore not so
improbabie as might appear in modern eyes; v.s. I 383.
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luxury imports and the aversion from imports in general is mani-
fest at a very carly date, in England at least from Edward 1V
onwards, a reign under which protectionism became pre-
dominant, As early as 1463, a statute complained against the
“inordinate Array and Apparel to the great Displeasure of God,
and impoverishing of this Realm and enriching of other strange
Realms and Countries, to the final Destruction of this said
Realm”. Here religious and protectionist considerations were
joined in a higher unity. In the following century and a half,
until 1604, the legislature in England was very active against
every kind of luxury, and the mercantilist point of view made
itself felt more and more. In two ordinances of 1574 and 1588,
Cecil referred directly to the balance of trade as the cause for
his anti-luxury measures. Nor was this characteristic of England
alone. The introduction to the merchants’ cahier at the meeting
of the French Estates General in 1560 complained of the effect
of luxury on morals, and then spoke of ‘“‘the large amount of
money which left the country in the form of perfumery, perfumed
gloves, embroidery and so on’ .50

In the course of time the mercantilist tendency grew more and
more predominant. Ethical considerations disappeared entirely
from many parts of the literature and in their place there appeared
an amoral, if not immoral, demand for stimulation of native
luxury preduction at any price and the obstructivn of foreign
sales. This became one aspect of mercantilism as a general
conception of society {v.i. Part V), and indicates how even the
most exaggerated and provocative aspects of mercantilism may,
without difficulty, be deduced from the policy of provision.

Finally, there was still another important link between the
policy of provision and protectionism: raw malerials and means
of production in general. The connection here was so intimate
that many measures can just as well be ascribed to the one as
to the other policy; or at least our knowledge of the causes
would have to be greater than it usually is before we could pro-
nounce which of the two was the deciding one. If the policy of
provision is conceived purely and simply as a “hunger for goods”,
without any further shades of meaning, it is only nataral that it
should include things as valuable as raw materials. This was,
in fact, the case since the very early Middie Ages. It is equally

’°. 3 Ed. IV c. 5.—W. Hooper, “The Tudor Sumptuary Laws" (English Hist.
Beview XXX, 1915) 437.—Cp. Cecil’s “Considerations delivered to the
Parliament 1559"": Tudor Econ. Docs. 1 327.~France: Hauser, Quiriers du
temps passé 258,
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well known that the resurrection of the policy of provision during
World War [ extended to raw materials. None the less, this
category of goods always had a special position because it was
in no way directly connected with consumption. The attempt
to retaln raw materials could therefore not he in the direct
interests of the consumers. At the same time, the measures which
increased the possibilities of production were of a piece with
that striving to encourage production generally and thus became
a part of mercantilism. It might be said that the policy of pro-
vision and protectionism met one another at this point, in the
tendency to encumber the owners and producers of raw materials
and other means of production by hindering their sales. The
contrast between the two policies did not then manifest itself until
the aim of the measures was revealed, whether this treatment of
the owners of the means of production intended to call forth an
abundant supply of finished products in the country, or whether
it intended to get rid of these products and keep their total small
in the corntry. So thorough an analysis of the individual measures,
howeves, is not always possible with the available material.

Yet at a very early date, the measures for keeping back raw
materials reveal quite clearly a protectionist tendency. This was
the case, for instance, when export prohibitions were placed on
raw materials in the French textile industry, at the instigation
of the producers, e.g. on a petition of the cloth weavers and
finishers of Languedoc at the beginning of the 14th century.
And the same considerations showed through the official motives
for the English policy of export prohibitions under Edward III.
An export prohibition on live rams {1338, was said, fiy example, to
have been caused by the improvement in the quality of foreign
wool and the consequent damage to the English. A hundred years
later when, under Edward 1V, the policy of industrial protection
was in full swing in England, the export prohibitions on raw
materials and other means of production formed an essential
part of the policy.?!

The “fear of goods” or mercantilism was certainly bound to
come up against insoluble difficulties if it tried to draw the line
between the production which it was desired to encourage in the
country by a system of bounties, and the means of production
which it was desired to render cheap in the interests of this pro-
duction. This problem, however, helongs to the following chapter.

* France: Pigeonnecau, 1,311 £, and also in other works on the subject.—
England: export prohibition of 1338 in Fordera ed. Rymer {Record Com-
mission) II: 1 1044.—Cp. Below's apposite observations, Problome der Wirt-
schaftsgeschichte 288, sgo f—p.i. 123,
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PROTECTIONISM

1. ITS NATURE AND ITS CONNECTION WITH THE ATTEMPTS
TO CREATE EMPLOYMENT

The most incisive criticism of the policy of provision is the same
as that directed, with much less justification, by Frederick List
in his famous work Das nationale System der Politischen Ockonomie
(1840) against the classical economic theory—that it has an eye
only for the advantage of the moment and not for ultimate results,

overlocking, in its eagerness for wealth, the productive forces
which create wealth. The foregoing has already shown that the

policy of provision attempted to prevent goods from leaving

the country because momentarily this decreased the supply of
goods. In doing so, it overlooked the fact that in the long run
export increased the supply of goods. The policy of provision was

therefore a short-term policy and in the long run must also
have been a shortsighted policy. It was a consumers’ policy in

the sense that it took no account of production as the pre-
supposition of consumption.

Long-term policy
In contrast with this, protectionism attempted to direct its atten-

tion to the permanent foundations of economic life, It therefore
signified a keener ifisight into economic affairs. It was, and in
time became more and more, expressive of a more penetrating
observation of the interplay of economic forces. Noue the less,
owing to the growing complexity of these forces, mercantilism
often arrived at more erroneous conclusions on economic questions
than the medieval mind had ever done. Quite apart from this,
by its contrast to the policy of provision, protectionism repre-
sented a remarkable emancipation from municipal criteria, and
thus far constituted something really new, although of course
its roots, too, reached far back into the medieval system. The
greatest achievement of mercantilism therefore consists in what
may be characterized as “‘long-term” considerations.

Bacon expressed this view of mercantilism most clearly, as
has already been exemplified in the second part (v.s. II 45). A
further example is given in his essay “Of Colonies” (1625). He
regarded it as a great danger, leading to the decline of most
colonies, that the mother country should try to extract great
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profits from them during their infancy. “Planting new countries,”
he said, “is like planting woods.” This, which is possibly the
most valuable addition to economic knowledge made by the
whole of mercantilist thought, was likewise expressed in a passage
quoted 'by Adam Smith from perhaps the best known of all
mercantilist writings—Thomas Mun's England’s Treasure by
Forraign Trade (published in 1664, written about 1628). Mun,
it is true, is concerned there with the export of precious metals
which 1s not relevant in this context ; but his remark is applicable
to economic life as a whole, His famous remark, almost monu-
mental in its Jacobean phrasing, is as follows:

“When this weighty business is duly considered in his end, as all
our human actiens ought well to be weighed, it is found much con-
trary to that which most men esteem thercof, because they search no
further than the beginning of the work, which mis-informs their judg-
ments, and leads them into error: For if we only behold the actions of
the husbandman in the seed-tine when he casteth away much good
corn in s i » ground, we will rather accomnpt him a madman than a
husbandman : but when we consider his Jabours in the harvest which
is the end of his endeavours, we find the worth and plentiful encrease

of his actions.”

Thus far mercantilism was in full agreement with every well
thought-out conception of economics. Not only List, but even
the last cxponent of classical political economy, John Stuart
Mill, took up preciscly the same attitude. In his famous “‘Infant
Industry Argument”, Mill advocated “fostering™ duties, designed
to protect an industry from foreign competition antil it was
grown sufficiently strong and capable of facing that competition.
However much opinions about the practical results of this view
may have differed, its truth has never been called in question
once it had become customary to think of the economic system,
too, within the categories of cause and effect. But it was not
without difficulty that such a stage of thought was arrived at.
The great importance of mercantilism consists in the fact that it
cleared the way for this kind of treatment of economic problems.?

The transition from a short-term view of thinys to a considera-

 List, Das nahenale System der Politischen G.rnonomie, esp. chap, 12 (ed. H.
Waentig, Jena 1904, 220 38).—Bacon, Eseays (1625) No. 33 (ed. Wright, 139},
—Mun, England’s Treasure, #te., end of chap. ¢ (ed. Ashley, N.Y. and Lond.
1895, 27).—Adam Smith, Wealth of Nalions {ed. Cannan) I 308.—]. 5. Mill,
Princyples of Political Economy (1848) Bk. 5 chap. 10 §1 (ed. Ashley, Loxnd.

1909, 922).
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tion of permanent effects, however, does not in itscl'f by any
means necessarily lead to a “fear of goods™. Such a consideration
cannot therefore by itself explain the policy that was actually

carried out. It explains why mercantilism, in contrast with the
policy of provision, might have been expected to advocaté greater

freedom of foreign trade in the interests of a production which

was profitable in the long run— freedom, that is, in the export of
finished products, because of the more valuvable imports which

gradually would have to come to the country. The long-term

view could also be given as a reason for temporary import

restrictions, or even of export premiums if, that is, it was assumed

that by such measures home production could be increased to

such an extent that there would finally remain a greater total

quantity of goods within the country. The aim in that case was

the ultimate increase in the supply of available commodities

which, according to Mun, represented the “worth and plentiful

encrease” of the husbandman’s labour.

“Fear of goods™
However, it is very remarkable that as a rule mercantilism

did not recognize precisely this criterion for protectionism. It is
true that this consequence was eagerly embraced in the case of
the preciovs metals. There the object was an abundant supply.
Mun's comparison in fact tried to show that this object could
best be reached by first allowing gold and silver to leave the
country, so that in the end they could, through trade, indirectly
flow back in Increased quantities. But as regards other goods,
Mun’s standpoint, {ike that of all the other mercantilists, was the
direct opposite. It was an attitude which Adam Smith (f. 1T g4
above) called the creation of “a constant dearth in the home
market’”. The attitude of mercantilism, therefore, by no means
confined itself to taking into consideration long-term effects.
In reality it was dominated by a “fear of goods™ which was not
to be explained by such considerations. This is a factor of essential
importance in the history of economic policy, and is therefore
worth illustrating in order to demonstrate the varions sides of this
conception.

The contrast with the policy of provision is, of conrse, particu-
tarly interesting. Plenty, which had been the old ideal, was now
considered the gravest danger. Montchrétien, a French author
already referred to—who has carned an undeserved teputation
because his was the first book with the term “Political Economy”
in its title (Traicté de I'veconomie politique, 1615)—-took special care
to warn people against the danger of plenty, “He who wishes for
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good order in the arts,” he said, “and to maintain their standing,
must never decrease profits through abundance. The brightness of
the lamp is dimmed if it be too plentifully filled with 0il.”” A later
English mercantilist, Nicholas Barbon, who already stands on
the threshold of laissez-faire, spoke in 1690 of “a dead stock cailed
Plenty”. The most common demand of the mercantilist writers
was that the import of wine should be completely prohibited,
the very thing which had been so eagerly encouraged in the
14th century. No principle of abstinence was involved here: it
was the import as such of the commodity that was disliked.
Two anonymous writers, separated by 150 years (1530 and
1680), both draw the same charming picture: “Thus do we
swallow and p--s out inestimable Treasures.”

Native consumption was thus valueless in the eyes of the
mercantilists, as will also be shown in the following part from the
monetary aspect. A very well-known, if not particularly per-
spicacious, pamphlet of the Restoration period, Briannia Languens
(1680)-—r hlished anonymously, and often ascribed to a certain
William Petyt, and incidentally one of the two writings from
which the above guotation concerning wine was drawn—vented
its whole hatred against “meer importation”, “which is, when
the Merchant does Import Consumptive Commodities, which
are spent at Home”. Charles Davenant, perhaps the last out-
standing protagonist of mercantilism among the English pam-
phleteers, and a writer of quite another calibre, was already
influenced by laissez-faire ideas to a far greater extent than most
writers of the end of the 14th century. His attitude is therefore
of greater interest. He said, for example; “It is the Interest of
all Trading Nations, whatsoever, that their Home Consumption
should be little, of a Cheap and Foreign Growth™ -the latter is a
peculiarity of Davenant’s which can here be ignored—"and
that their own Manufactures should be Sold at the highest
Markets, and spent Abroad; Since by what is Consumed at
Home, one loseth only what another gets, and the Nation in
General is not at all the Richer; but all Foreign Consumption
is a Clear and Certain Profit” (16g7). We need not repeat that
this interest in the consumption of other countries did not arise
from any altruistic regard for their welfare. Davenant’s attitude
is all the more instructive because he was not opposed to a
surplus of imports per se, and in fact even approved of it in certain
circumstances. The condition was only that consumption should
not thereby be increased: “The Gain is so much only as the

Nation does not consume of the Importations, but either lays
Yor I 8
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up in Commodities and in Specie or converts into Money or
some such adequate Treasure™ (1698).

But apart from these rather subtle arguments, people were
much more often influenced simply by a naive fear of buying
and an equally naive eagerness for selling. The most ‘extreme
formulation of this attitude is, perhaps, to be found in the writings
of Johann Joachim Becher, the most famous of German mer-
cantilist authors. The third of his *‘mercantilist rules and axioms
was “that it is always better to sell goods to others than to buy
goods from others, for the former brings a certain advaniage
and the latter inevitable damage”. It was hardly possible to
push the argument any further than that,

This attitude usually became crystallized in a demand for an
export surplus, a demand which was expressed in every possible
way. Mun, for example, a few pages before the parable of the
husbandman, wrote, ‘. . we must ever observe this rule: to sell
more to strangers yearly than we consume of theirs in value”,
Somewhat later, in 1660, the demand was made in an instruction
to a trading commission that “it may be so ordered, remedied
and preparationed that we may have more sellers than buyers
in every part abroad”. A French dictum, which is often met
with, is that “the kingdom” should be “unburdened of its goods™
(““décharger le royaume de ses marchandises”)—in other words it was
of prime importance to get rid of goods. A lengthy discussion
contained in the periodical, The British Merchant, published by
Charles King, is also very characteristic. {ts purpose was to
attack-—and in this"it was successful-—the proposed commercial
treaty of 1713 between England and France. The periodical was
later published in book form, and became widely considered a
great authority on economic policy. By way of introduction,
“General Maxims in Trade”, “assented 10 by everybody” were
discussed. The first question that is put is what constitutes the
profit of a country, and among the nine points given there is
only one which includes manufactured goods for consuraption
within the country, i.e. the item “indispensable commodities™,
mostly for military purposes. All the others were surplys natural
products which were exported, or raw materials imported as a
basis for the export of finished products. The export of finished
products was considered “in the highest degree beneficial”, the
export of surplus natural products “so much clear gain™, while
the corresponding import was “‘so much real loss”. A practical
a.pphcation of this idea on a huge scale was Napoleon’s Con-
tinental System. As has been shown, its principles already existed
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in England, where they had been frankly advocated even before
the end of the 17th century (n.s. II gg).

In the light of the experience which World War 1 gave an oppor-
tunity of acquiring, with scarcity of goods resulting from an
export surplus, it is particularly instructive to see how Sir William
Petiy and Sir Josiah Child, two of the most clear-sighted and
fertile mercantilist writers, regarded the results of such a shortage
of goods. Petty believed that Ireland had an export surplus as
a result of the interest paid to absentee landlords, and he added
the following observation (the italics are mine): “so as Ireland
exporting more than it imports doth yet grow poorer io a paradox”
{(1662). According to Petty therefore the natural thing would
have been for the country to become richer and richer by always
exporting more goods than it received. A few years later (166g),
Child, too, tock up Petty’s arguments, and attemnted to establish
the circumstances under which “the paradox’’ could be translated
into fact. He is as firmly convinced as Petty that the contrary
would be normal, and of course neither of them was led even
remotely to realize that the only condition upun which this could
be true would be a stock of capital abroad which would ultimately
lead to greater imports.®

The existence of a “‘fear of goods” can consequently not be
denied. The first thing to do then is to examine its connection
with other conceptions. Two obvious factors, which however
did net play so significant a part, first come to one’s mind.

It is particularly important to emphasize that not by any
means is the explanation complete simply by showing that all
relations between import and export were overlooked. An ex-
planation which goes no further misses the essential nature of the

* Montchrétien, Traicté, etc. (Rouen 1615) 136.— Barbon, 4 Duscourse of Trade
63 (Reprint of Economic Tracts, ed. J. H. Hollander, Baltimore rgos, 32).—
Wine imports: [Armstrong]l, “How to Reforme the Realme”, etc.: Tudor
Eeon, Docs. T11 124, 128, Brianma Languens (Lond. 1680) 184.—Ib. 35 cp.
67, 122.—Davenant, Essoy on the East India Trade (publ. 1668, 31}; cp. P. J.
Thomas, Mereantshism and the East India Trade {Lond. 1926) B2 f. concerning
the incidental motives which may have influenced Davenant in making this
observation.—Davenant, Discourses on the Publick Revenues (Lond. 1698) 11 220,
Becher, Polttische Duicurs, efe. Part m chap. 1 fond ed., Frankfurt 1673, 261).—
Insir. of 1660 Point 7: Cunningham 112 gi4.-- ‘Décharger le royaume”, ete.:
quoted as a constantly recurring argument for the South Sea trade in E. W.
Dahlgren, Relations entre la Fronce et {'Ocdan pactfique 1 (Paris 1900) 144.~~The
British Merchant (and ed., Lond. 1743, I 2-5).—Petty, Treatise of Taxes chap. ¢
{Econ. Writings, ed. Hull, [ 46).—Child, New Ducourse of Trade, chap. 9
{1698 editn., Lond., 156).
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“fear of goods”. For the latter also occurred in the by no means
infrequent cases where a connection between import and export
was very clearly realized. The decisive point was the alfitude of
the interests concerned. The following may be given as one
example out of many. An instruction for an English trade com-
mission (1622) points out that attention should be directed to
imports—because, be it noted, imports are necessary in order
to render export possible. Export remained the guiding policy;
people were anxious to get rid of the goods. To attain this end,
they saw that they were compelled to purchase goods in return,
primarily because the buyers of their own goods would otherwise
be dissatisfied and would go elsewhere.

Since there can be no doubt that the pure exchange of goods
was regarded in this fashion, it only remains for us to look else-
where than to an ignorance of the connection between imports
and exports if we are to explain the conception. In doing so,
we come first to the mercantilist endeavours to increase the stock
of precious metals in the country—that is, we enter the sphere
of monetary policy. It is also obvious that there was a very
intimate connection between the goods aspect and the monetary
aspect of mercantilist policy. Most of the examples already given
confirm this, and very many more could be cited. Nonc the less,
it would be a fundamental mistake to believe that the whole
explanation is to be found in the monetary aspect. Quite apart
from the money or precious metals that an export surplus brought
in, such a surplus was considered desirable per se. Export was to
a very large extent an end in itself,

Selling

We approach still closer to the mercantilist mentality if we
amplify the last statement by saying that selling was an end in
itself. The object was, in fact, to dispose of goods by any possible
means. Numerous examples could be given to illustrate this
typical attitude but a few will have to suffice.

In a report to Charles IT in 1672, Lord Shaftesbury, who was
the only really important statesman of the English Restoration
period, wrote, “I take it for granted that the strength and glory
of Your Majesty and the weahh of Your Kingdoms, depends not
so much on anything, on this side of heaven, as on the multitude
of your subjects, by whose mouths and backs, the fruits and
commodities of your lands may have a liberal consumption.”
This statement can only be interpreted as meaning that the
number of subjects is an advantage to the extent that more goods
are used up. The statement is all the more instructive because
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Shaftesbury speaks here precisely of native consumption to which
very little attention was otherwise paid. In his eyes it was justified
by the fact that it hclpcd to dispose of the goods. John Houghton,
almost at the same time (1677), made it an argument for calling
in foreigners that they “living hcre consume our corn, cattle, cloth,
coals and other things we use”. The same standpomt is taken up
in The British Merchant in its attack on the commercial treaty with
France of 1713. It calculated precisely that for every person
who emigrated, the country lost £6 sterling through the decrease
in the sale of native goods. The loss suffered by France through
Huguenot emigration consisted, on that view, in the fact that
they bought fewer French products than before.

John Cary, a merchant of Bristol, who incidentally like Shaftes-
bury was connected with Locke, expressed the same idea in
terms which occurred frequently later. People lived and grew
rich, he believed, because exchange itsclf was regarded as the
creator of wealth, for this enabled everything to be sold at ever-
increasirg , .i.rs. There 15 a later variation of the theory in the
well-known remark that in certain Scottish islands the inhabitants
lived by taking in one another’s washing. Cary gives the most
complete exposition of this gospel of wealth in connection with
his observations on the importance of high wages; that point
will be dealt with in a different context (2.4, 169 f.). One of his
remarks concerning Holland, which was everywhere considered
the ideal country economically, may well however be quoted
here, and it is certainly very characteristic. ‘“Tis strange to
observe,” he said, “how those people buzz up and Jown among
themselves, the vastness of whose numbers causes a vost expense,
and that expense must be supplied from abroad, s one man gets
by another, and they find by experience that as a1 multitude of
people brings profit to the Government, so it crcates employ-
ment to each other.” The best example of this argument is to be
found in one of the most famous, or most notorious, books of the
period—Mandeville’s The Fable of the Becs, or Private Vices, Publick
Benefits, even in its original form as published in 1705, under the
titte The Grumbling Hive, or Knaves turn’d Honest. The poetry is
incredibly bad from the hiterary point of view, but the author’s
mental dexterity—though more partic nlarly his more .ompre-
hensive observations in prose—has made the work exceptionally
illuminating. From the economic standpoint it expresses the
necessity of selling, His principal idea is that human vice is
necessary in order that unscrupulous lawyers, venal judges, and
parasitic priests, as well as honest citizens dependent upon them
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may be coabled to live. Mandeville’s numerous critics found it
difficuit to deal with this idea of his, which shows how much
it was based upon the general view. The following quotation
from Mandeville purports to show how a couniry, which he
compares to a bechive, would be ruined if all its citizens were
honest :
“Now mind the glorious Hive, and see

BHow Honesty and Trade agree.

The Show is gone, it thins apace;

And looks with quite another Face.

For ’twas not only that They went

By whom vast sums were yearly spent;

But Multitudes that liv'd on them

Were daily forc’d to do the same.

In vain to other Trades they'd fly;

All were o'erstocked accordingly.”?

From a purely commercial standpoint, this view is only what
must be expected under comparatively modern conditions. It
was particularly tempting to the merchants and friends of
merchants who contributed so much to the formation of mer-
cantilist thought, In certain circumstances, which were to become
clear in the course of time, it also became the normal view of
circles other than merely the merchants in the narrower sense
of the word. Consequently, generally speaking, explanations
must be sought also outside the sphere of money and precious
metals, For the main part of the idea which I have just illustrated
is still prevalent even to-day in many quarters, in spite of the
comparatively unimportant part played by an cagerness for an
import surplus of precious metals, even where the “fear of goods”
has persisted unchanged. An explanation must therefore be found
which holds good for the popular ideas both of the past and of
the present, and this cannot be found in the sphere of the money
supply. This of course does not exclude the fact that the specific
monetary conception of mercantilism deserves very great atten-
tion, and considerable attention is devoted to it in the next part

* 1622 Inatr.: Foeders (Ryraer) 19t ed. XVII 414 Hague ed. VII:yv 14—
Shaftesbury: Beer, The Old Colonial System 1660-1754 1 21.—[]. Houghton]
England's Great Happiness: or s Dialogue Betiween Conters and Complaint {Lond,
1677) 7; of. below 161, —British Merchant: General Maxims in Trade (Lond.
1743, 1437 ¢t passim}.—Cary, 4n Essay on the State of England, in Reiation to
its Trade, its Poor, and its Taxes (Brista} 1695) 124 ; for his connection with Locke
vide Thomas (note 2 above) 69.—Mandeville, The Fable of the Bees {ed, F, B.
Kaye, Oxf. 1924, | 32— st ed. I 18). Mandevilie’s theory, like Keynes', is
quite applicable to depressions when demand is inadequate, but even more than
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of this work. But the concern here is with something that has
remained predominant over a longer period of time, something
which constitutes a strong and decisive break with medieval
ideas, but has been adopted in later times without essential
alteration,

On closer examination of the matter, it seems appropriate in
the first place to dwell upon a phenomenon which was probably
more an effect than a cause, but none the less was and still is of
vital importance,

Creating employment

The mercantilist *“fear of goods™ was nourished, among other
things, by the idea of creating work at home and of taking
measures against unemployment. 1t is hardly probable that the
phenomenon of unemployment appeared suddenly out of the
blue just when the new policy began, and that this policy there-
fore had its cause in the changed character of the labour market.
The connection was presumably different. Students who regard
increased u.;mployment as a cause of the rise of protectionism
have quoted as proof the dissolution of the monasteries under
Henry VIII; if that were so, then things would necessarily have
been similar in other rountries where the Reformation gained the
upper hand. Such an argument, however, is contrary to all the
facts. In the first place all investigations show that the monasteries
did not play a great role in providing for the needy. It is probable
that their irresponsible almsgiving—irresponsible, that is from the
point of view of the recipient and of society—created more
pauperism than it relieved.* In the second place, the new com-
mercial policy went back at least to the middle of the 1 5th century,
and, from its beginning, was connected with the need tor employ-
ment. And so its rise cannot possibly be explained hy the dissolu-
tion of the monasteries, which only took place two generations
later. Thirdly and lastly, in one of the earliest cases, there was
no guestion at all of the abolition of existing unemployment,
but only of the creation of new opportunities for employment,
quite irrespective of whether these had previously been too
scanty. The most probable explanation is that this policy of
creating employment originated precisely in the new attitude
towards goods. To believe that unemployment was an effect

of the surplus of goods was, then, a natural reaction of this
Keynes' General Theory, Mandeville's work 1» intended  for  geneial
apphication

¢ G Schane, Engltsche Handelspohtik gegen Ende des Muttelalters (Lpz. 1881)
T 46g f - On the dissolution of the monastenies sec Ashley, Introduction to English
Eronomue Hrstorv and Theory 11 §54. Webb, Frglsh Poor Law History 1 ch. 2
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attitude, not the reverse. On the whole there was no question
at all of creating work in the way that relief work is to-day
provided for the unemployed. It was a matter of subsidizing
certain trades suffering from a more or less fictitious lack of
orders, or creating entirely new trades, quite independent of
whether unemployment existed or not.

Once the new ideas had become established, the unemploy-
ment argument found a place of honour in all future proposals
and demands that aimed at measures against imports. ¥rom the
purely theoretical point of view, too, this was perfectly explicable.
No doubt it was possible occasionally t4 relieve some particular
unemployment that happened to exist by excluding foreign
goods. It was not to be cxpected that the usually reverse long-
term effects would be noticed. Even in the long run, moreover,
employment may be created without a fall in wages if production
is directed to branches of industry in which labour cost represents
a percentage of the cost of production above the average; and
it is conceivable that restrictions on imports can work in this
direction. Apart from these economic truths, which probably
had very little influence on the policy, it was only natural for
people to believe that increased employment could result from
embargoes on imports, for at first sight this indeed appears
most obvious. When people had once arrived at the view that
a surplus of goods was something undesirable, the connection
between this and the amount of employment followed almost
inevitably. ,

One of the earlicst instances of the application of the unemploy-
ment argument as a reason for the prohibition of imports is to
be found in Florence in the year 1426. Here there was no reference
to any existing unemployment. All that was said was that through
a prohibition “many will enter the trades concerned, whereby
the poor will gain abundant maintenance”. The English legis-
lation on the matter is easier to follow. It goes back to at least
1455- In an Act of Parliament of that year, foreign competition
was blamed for having caused the unemployment in the silk
industry. Foreigners, it asserted, “destroy the said Mystery, and
all such virtuous Occupations of Women”. A later Act (148%)
even stated that, “All workers in the silk industry, both men and
women, are impoverished by the lack of occupations”——and this
indeed as a result of imports. There is no doubt that the state’s
interference in this case was easier because it was a luxury industry,
but the importance of the tendency could be shown to be much
wider, As early as 1463, the first of these two Acts was extended
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to a host of other commodities. In 1467 the export of yarn and of
unfulled cloth was forbidden on the grounds that the weavers
and fullers in the country would thercby have more to do. In
other words, export hindrances on semi-manufactured goods
served * protectionist ends. An almost contemporary French
decree of 1466, forming the basis of the silk industry of Lyons,
later to become so famous, was less interesting in so far as it was
not actually directed against foreign goods. But it, too, mentioned
the possibility of giving work to tens of thousands of unemployed
men and women. It is seen how very much this argument was in
the air at the time.®

The first great discussion of this matter, as of nearly all social
and economic problems, occurred in England in the middle of
the 16th century or rather earlier, during the reigns of Henry VIII
and Edward VI. In this connection we cannot but mention a
series of writings, written apparently at the latest in the 1530'%,
two of which at any rate are believed to have been by
Clement A-mstrong, In one of these works, which however
does not appear to be lis, there is a demand *“‘that nothing be
brought by any of the King's subjects from any strange place
beyond the sea, the which may be wrought in any part of the
King’s dominion”, The same demand is constantly repeated by
Starkey in the imaginary dialogue between Cardinal Pole and
Thomas Lupsct, which also appears to date from about 1530.
In one of the essays ascribed to Clement Armstrong, too, this
argument was put forward with vigour. He formulates it, for
example, in the following terms: “By reason of great abundance
of strange merchandises and wares brought yearly into England
hath not only caused scarcity of money, but hath destroyed all
handicrafts, whereby great number of common people should
have works to get money to pay for their meat and drink, which
of very necessity must live idly and beg and steal.”’$

8 “Si aliqua inhibitio induceretur, multi se ad ipsas artes administrandas
accommodabunt, ex quibus plurimam pauperes homines . . . alimoniam
recipient’”: R. Pohlmann, D Wirtschafispolitik der Fiorentiner Renarssance und
das Prinzip der Verkehrsfrethait (Preisschriften der Jablonowskischen Geselischaft,
Hist.-ok. Section XXI, Lpz. 1878} 103 note 1.—English statutes {in chrono-
logical sequence): 33 Hen. VI ¢ 55 3 Ed. IV ce, 3 & 4; 7 Ed. IV c. g5 22
Ed, IV ¢. 3.—France : Eberstadt, Das franzdsische Gewerberecht, etc. {Schmoller’s
Forschungen XVII: 1) 316 note; cp. Godart, L'outrier en soie 4 f.

* The anonymous writings: ‘‘Drei volkswirtschaftliche Denkschriften aus
der Zeit Heinrichs VII von England,” ed. R. Pauli {4bkandl. d. Gesellsch. d.
Wissenschaften zu Géitingen XXI1I1, Gétt. 1878) 56, 67 (the latter also in Tudor
Eeon, Docs. 111 120 f,) ~Starkey—uvide prev. chap. note 2g—109 &f passint.
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During the period of more conscious mercantilism, there is
naturally a constant repetition of this view on unemployment,
sometimes with unexpected and interesting variations.

Petty put the decisive argument in favour of this view in
unimpeachable terms when he said in 1662 that it would be
better to burn the products of the lIabour of a thousand men than
to allow a thousand men to lose their skill by remaining unem-
ployed. This is the same reasoning as List once elaborated, that
the power of creating wealth is more important than the wealth
itself.

Child’s treatment of the problem (166g) went more deeply
into economic facts because he linked it up with the question of
emigration, His reasoning kept to the same lines as the colonial
policy followed in practice. In its general tendencies, it had many
counterparts in contemporary literature. In Child’s opinion
those colonies ought to be encouraged which gave employment
to workers in the mother country by buying her products or
freighting her ships. In that case, it was not harmful to the wealth
of the mother country if people emigrated to the colonies. Con-
versely, those colonies which took employment away from the
workers in the mother country should be restrained in every
possible way, or be forced into other activities. According to
Child, the English colonies in the Antilles, Jamaica and Barbados
were therefore useful to the mother country, because every
Englishman there provided work for four Englishmen at home;
but “New England is the most prejudicial Plantation to this
kingdom” because ten Englishmen there did not give employ-
ment to perhaps even a single one at home. Child’s view of the
problem of population was in general perfectly consistent, and,
from the selfish and somewhat narrow point of view of the mother
country, was thoroughly justified. Only emigration to colonies
with other industrial possibilities than those of the mother
country can decrease the supply of the latter’s products and
raise their prices there, and the reverse applies to the products
which the mother country must buy: the supply is increased and
the prices fall.” The only relevant objection to be made is that,

* Petty, Trestuse of Taxes chap. 6 (Econ. Writings I 60}.—Child, chap. 10
{esp. ed. quoted above 190 f, 212-16); Counterparts from the same period:
Beer, Old Colonial Systemt 1 ch. 1; on the theory: Heckscher, “The Effect of
Foreign Trade on the Distrib. of Income”, ch. 13 in Readings in the Theory of
International Trade, Phila. & Toronto 1949.—A collection of quotations
from the preambies 1o English Acts of Parliament after the Restoration
dealing with the creation of employment mide: Furniss, The Position of the
Laborer in a System of Nationalism 51 note 4.
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from a dynamic point of view, prosperity in the colonies may be
more important to the prosperity of the metropolis than particular
trade advantages. The choice of examples made by Child is
apt to make this particularly clear to later generations.

Of course consideration for employment was also bound to
play a large part in the monetary theory of mercantilism, as may
be pointed out already in this connection. [t was possible to
justify the necessity of importing precious metals, as Malynes
did (1601}, by showing that it caused prices to rise and created
employment. Conversely, the export of money could be oppased
on the grounds that it led to unemployment and depopulation,
as was done by the author of Britanma Languens. Cary placed the
creation of employment at the centre of his reasoning, and from
it he led up to his demand for high prices (16y5). John Law stated
in 1705 that it was impossible te set more people to work without
creating more money. He believed that there had to be at Jeast
sufhicient money to pay wages. He regarded this, as others before
him had d-me. as a justification for the mercantilist policy of
paper money which was to lead to one of the world’s first and
greatest inflation crises.?

Most interesting are such observations as arrive, through
concentrating upon a policy of creating employment, at practical
results which are not recoucilable with the usual demands of
mercantilism. They demonstrate perhaps most clearly the impor-
tance of this point of view.* Thiw is the case, e.g., with Child
and Petty, particularly in the latter’s pamphlet Quanfulumecungue
concerning Money, wiitten in 1682 and published in 1694. Starting
from the need for employing labour, they both came 10 the con-
clusion that the export of coin was preferable to the export of
uncoined precious metals, because the former led to a native
production of cuinage. Barbon’s positivn is cven more extreme,
for he adopted the view throughout that in considering the
respective merits of vartous industries, their capacity to absorb
labour was the only important criterion. This led him to the
conclusion that the export of precious metals was actually an
advantage for the country, for if they remained in the country
they only paid little freight and provided httle work, but if they

% Malynes, ‘‘Treatise of the Canker of Engiand’s Common Wealth™:
Tudor Econ. Ducs. 1M 39g.—Britanma Languens chap. 4 {(1st ed, 38 f.).—Cary,
An Essay on the State of England, ete. 75, 136, 148 H. ¢t passim —Law, Conadérations
sur le commerce el sur {"argent {French transl., La Haye 1720) esp. chaps. 3, 7,
and 8 (58f, 156, 158, 160, 181, 183 ¢t passim), cp. next part.—FVide also
Furniss, chap. 3.

* Sce below 11 365-6, Aiiendum 47
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were exported they would at least have topay the cost of transport
The Swedish economist, Anders Bachmanson (Nordencrantz),
writing in the first third of the 18th century, cven attacked the
native salt refineries because they prevented the import of salt,
which would encourage shipping. If import provided more work
than native production, then according to him it must be given
preference (1730). And so the idea of creating employment led
certain writers to disapprove of the eagerness for precious metals
and the efforts towards self-sufficiency, which, among others,
were two of the most frequently discussed demands of mer-
cantilism.?

The attitude towards technical innevations, labour-saving
machinery and the like, involved the mercantilists in similar and
even greater difficulties, and for obvious reasons led them into
internal contradictions.

From the point of view of a policy aiming at creating employ-
ment, the rejection of labour-saving machinery would have been
quite natural In practice, economic policy during the period of
mercantilism often did have some such effect, as has already
been shown in the first part. This, however, was not because it
deliberately and consciously worked to this end, but because the
gilds and most of the other medieval systems of industrial regu-
lation dragged on even though they did not enjoy much sympathy
among the mercantilist writers and statesmen of the 17th century.
From the practical results it is therefore impossible to determine
the theoretical attitude of mercantilism towards this question;
but there is no lack of utterances showing its character. This
attitude in reality was nof opposed to technical innovations.

How is this to be explained? Partly by the fear that foreigners
would get hold of the new discoveries, and that new avenues of
employment would disappear still more completely if the dis-
coveries were not exploited within the country. But another
cause lay much deeper. Mercantilists were already possessed of
the spirit of progress, the lust for enterprise and adventure, and
novelty in itself often constituted an irresistible attraction to
them. The 17th and the beginning of the 18th centuries were
the golden age for “projectors”. One part of the monopolistic
charters of Charles I was granted for machines of the most
extraordinary kind, among them machines for draining swamps,
sawing wood, enabling ships to sail against the wind, and mills

Y Child, Nnv Duscourse of Trade 73 —Petty, Quaniulumeungue, ete. (Econ,

Writings 11 440).—~Barbon, Duscourse of Trade {15t ed. 39 £, 74-6, repr. 23,
36 L.).—Bachmanson, Adreang ceconomiae &t commarcti {Sthlm, 1730) 337 ff.
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to turn without wind or water and so on, The same applied to
France, though to a rather lesser degree Scipion de Gramont
(1620) referred enthusiastically to the fact that “time had been
shortened, work made easier, and trouble decreased”, that one
man could spin more silk in an hour with the help of a large wheel
than @ hundred could previously spin in a whole day, and that the
same applied to ““2 host of other things which have made human
industry more easy to produce”. In Germany, mercantilist
writers were definitely full of projects and schemes. During the
1estoration pertod in England a nobleman, the sccond Marquis
of Worcester, published an essay in which he enumerated a
hundred of his inventions {1663). Andrew Yarranton brought
out a book entitled England’s Improvenent by Sea and Land (1677),
filling several hundred pages with countless schemes in every
possible field, which were to serve the aim given in the title, to
help “to overcome the Dutch without fighung, to pay debts
without money”, etc.®* Twenty years later (16g7) the famous,
or notoriors Damniel Defoe published an Essay upon Proects
reviewing a host ot these projects and plans, cspecially in the
sphere of commerce. The period of speculation towards the end
of the 17th and at the beginmng of the 18th century let loose,
as is well known, a flood of schemes for procuring caprtal from the
gullible public for the most fantastic purposes. Technical mnova-
tions, 1t must be specially stressed, or what passed as such, were
at the time just as enticing as economic adyvances in other direc-
tions, Cary {in 16gs) gave a wholc series of interesting and
happy examples, and summed up the situation in unusually
characteristic terms when he said, "‘there is a Cunmng
crept into Trades”.1? Clearly, then, it had become psycho-
logically impossible to oppose the new labour-saving mcthods.
In other words, through its general social outleok mercan-
tilism had already decided in favour of technical inno-
vations.

0 Enghish patents of monopoly tide mter alia, Foedera, ed. Rymer, sst ed,
X1X 40, 299, Hague ed VIII 1 27, 153 fF—France: 8. de Gramont,
Le demer 100al, travcte curieux de Uor el ds Pargent (Paris 1620) 19497, for other
examples, Boissonnade, Le soralsme d'Etgt . . . (1453-1661) 178 fT —Marquis
of Worcester, A Century of the Names and Scanthngs of such Inventions As at present
I can coll to mund o have tried and perfected {(Lord 663, acc to the title-page,
wiitten 1n 1655 1epr with detailed commentaries as a supplement to H.
Dirck’s The Life and Stientific Labours of the Seccnd Morguis of Wercester, Lond.
1865; the author considers Worecster 1o have teen ile inventor of the steam
engine}.—I have made use of the first ed. of Defue, Essay upon Projects (Lond.
1bgy).—Cary 145-8~Cp. Lipson 11T s0.— V.. T 284 £

* See below I 366, Add. adum 0
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As an economic theory, on the other hand, mercantilism had
not made any such decision, and therein lay the dilemma. A
laissez-faire theory, which considers the function of economic
activity to be the catering for needs in the widest sense of the
word, encounters no theoretical difficulties on this point, even
if it has to admit that the reorganization of production often
presents most serious practical difficulties. But mercantilism set
out from a directly contrary standpoint, and in addition was
preoccupied with a policy of creating employment. Its problem
was therefore to bring its own fundamental position into harmony
with the progressive attitude towards technical innovations, a
problem which was theoretically insoluble. The most that could
be achieved was a more or less practical compromise not based
on principles.

Such a compromise is noticeable in, among others, Becher.
His general attitude was still thoroughly medieval. He was, for
example, the sworn foe of the polypoly, or unlimited competition,
and he demanded that no merchant should be allowed to develop
his trade so far as to ruin another. But at the same time, by his
very nature and temperament, Becher was an out and out ‘pro-
jector”. His interest in invention led him to oppose the prohibition
of ribbon looms, though he believed that the independent man
(Nebenmann) competing with the machine should be allowed
to exist and work, once the machine had come into use. His
contemporary, von Schrotter, on the other hand, appears to
have been in favour of the prohibition which Becher opposed
{1686).

A further instance illustrated even more clearly the helpless-
ness in the face of this problem. In one of his later works, 4 Plan
of the English Commerce (1728), Defoe discussed the problem of
creating employment. He mentioned the case of an Englishman
who had been ordered out of Russia because he had proposed
to reorganize the river traffic by means of a new kind of ship,
which required a crew of only 18 to 20 men instead of 120 as
heretofore. The Prince had said that it was a scheme for starving
his people. Defoe observed that “The Folly of this Conduct
makes a kind of Jest upon the People of Moscow”. But developing
his reasoning further he, too, comes to the conclusion that the
population should be kept fully occupied, without making any
attempt to resolve the contradiction. In another connection in
the same book he even said, “Notwithstanding in general, it is
the Advantage of Commerce, to have al] Things done as cheap as
possible ; yet that as it is the grand Support of Wealth and Trade
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in England, to have our Product consum’d, and in order to it,
to have our People and Cattle employ’d; So it is not always
the Advantage of England, te lessen the Labour of the said People
and Cattle, by the Encrease of River-Navigation.” In the end
Defoe thus recommended the very thing he had condemned and
derided in the Russian exarmple. The same applied in other
cases too. The few writers before the middle of the 18th century
who deliberately adopted a laissez-faire attitude had of course
none of these qualms of conscience, but wholeheartedly embraced
the labour-saving ideal; they are interesting from a theoretical
point of view, though their influence was presumably insignificant.
Perhaps the first, and certainly the most surprising of these,
Joseph Lee, a **Minister of the Gospel” during the Protectorate
{1656}, in his Vindication of A Regulated Enclosure, wrote, “Let
it be granted that our land and business lying nearer together
fewer servants will be kept; are any bound to keep more servants
than are needful for their business, or may they not cast how to
do the same business with least labour: Frustra fit per plura gquod
feri patest per paucera?”’ And almost half a century later {1y01),
the anonymous Considerations upon the Fast-India Trade began by
showing, with a wealth of examples, the absurdity of too great an
cxpenditure of labour, in order 1o arrive at a conclusion recom-
mending freedom of trade.

in the popular mercantilist literature, of course, not very
much was to be seen of the problems in which mercantilism had
become embroiled through the employment policy, for that
literature existed far more for the purposes of simple and easily
understood propaganda. For the practical application of pro-
tectionist policy,such propaganda was probably more important
than the subtle arguments of the best minds of mercantilism. A
good example is Montchrétien’s book. The following piece of
cheap but effective rhetoric 1s taken from an appeal directed to
Marie de Medici and Louis X111, who was still a minor—and
it is quite typical: “We adjure your Majesties . . .”" it rums, “to
grant the request made in this most urgent appeal of a large
number of your subjects, expressed in the woeful sighs of their
womenfolk and the sorrowful cries of their children. Deign to
permit them all to represent to you, in all humility, that their
trade is the only inheritance of them and their heirs, for apart
from their liberty they have nothing besides this income, and
foreigners who wish to gain possession of it are no different from
him who takes another’s property by tyranny”, etc. These
unfortunates, according to Montchrétien’s descriptions, desired
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nothing more than the “driving out of idleness, the mother of
all that is vicious, the root of all that is sinful”. 1!

Idleness was indeed one of the most important considerations
to the mercantilists. It comes out best, however, in another
connection, in the discussion of the mercantilist attitude towards
wages, which is reserved for the end of this chapter.

It is precisely the idea of creating employment, and its great
importance for mercantilism, which reveals how very much
mercantilism regarded production as an end in ihself. On this point,
it was in theoretical agreement with the mcdieval outlook, how-
ever much it differed from it in nature. The great linc of demar-
cation between [laissez-faire, on the onc hand, and all previous,
and perhaps even all later, conceptions of society on the other,

is very marked here. The next part will indicate how remarkably
and how closely this idea of production as an end in itself was also
linked up with the mercantilist theory of money.

2. HISTORICAL ANTECEDENTS

Although the “hunger for goods™ was normally predominant in
antiquity and in the Middle Ages, vet the contrary view also

had very early antecedents.

Autarchy
One of its medieval roots was certainly the idea of autarchy

or economic self-sufficiency, which is already to be found in
Aristotle. But still we must hasten to add that the idea of autarchy
is not identical with the mercantilist “fear of goods”. The aim of
the former is to limit or entirely abolish all trade relations with
other communities, and not imports alone. The mercantilist
idea of forcing exports and limiting imports is really no more
nor less autarchical than the medieval policy of provision, which
had precisely contrary aims. But in reality, people were often so
vague on these problems both at that time and to-day that they
did not realize that exports, just as well as imports, forged links
with other countries, even apart from the fact that one pre-
supposed the other. It is significant, for example, to find the
Austrian, von Hérnigk, Becher’s brother-in-law, making so

1t Becher, Politische Dscurs part I chap. 4 § 6, part I chap. 4 (1673 ed. 72,
124}.—Von Schrotier, chap. 102 (st ed. 534).—Dcfoe, 4 Plan of the English
Commerce part 1 chaps. 1 & 7 (new ed. Oxf. 1928, 42, 1701).~]. Lee,
"Evratia w8y ‘Aypov, or, A Vindwation of A Regulaied Enclosure (Lond, 1656} 7.—
R. H. Tawney, Religion and the Rise of Capitalism (Lond. 1928) 259.—Constdera-

tions upon the East India Trade, esp. chaps. I & VII (1sted., Lond. 1301} 49 5G.—
Mentchrétien g5 £.—V.s. T 271.— Cf. E. A. J. Johnson, Predecessors of Adam

Smith, ch. 13.
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much ado about the “independence” of his country, and yet at
the same time demanding that exports should be pushed forward
incessantly (1684). .Of rcal autarchy, e.g. in the case of a possible
blockade in war-time, comparatively little was said. Becher
certainly had'lt in I_nind v'vhen_ he suggested that people should
not have dealings _w:th thelr_ neighbours, for the commerce could
not outlast the friendship. Sometimes, as in the Discourse of the
Common Weal, an attitude directly opposed to the idea of autarchy
was taken up. Autarchical tendencies were of practical importance
really in one context alone, where they were, 1t is true, applied
only onesidedly, but where they acquired great significance
That was in the relations between the mother country and her
colonies According to the Old Colonial System these two were
to supplement one another in such a way that everything possible
should be procurable within the unit formed by *he mother
country and the colonies But as long as the ultmate goal of
mercantilism was to export as much as possible from this economic
untt, it wes 5 .11 far removed from any real aspiration tow rds
autarchy. The efforts to produce mulitary supplies within the
country may be considered as a partial fulfilment of the idea of
autarchy, for there was no desire to develop their export. But it
would be quite wrong to say that they plaved any predominant
part at all.!%

There was, however, also another classical ideal in the economic
ficld, the ambition to sell more than was bought, and this
occupied a considerably more prominent place in mercantilist
philosophy Becher’s observation recorded above (v- II 116)
expressed this ambition in its extreme form, though lic did not
refer to any classical precedent But Enghsh works of the 16th
and early 19th centuries frequently referred to a statement of
Cato major to the effect that the father of a farmly cught to sell
but not to buy (patrem familtas vendacem non cmacem 55e oportet).'

12 P. W. von Hormgk, Qesterraich iiber Alles, wann es nur will, chaps 8-10,
93 el passim (ed Regensburg 1723 22—41, 187-98) —Becher, Pol Discurs
part IT (ed 1673/g).—[Hales], Discourse of the Common Weal (¢d Lamond) 61 —
Beer bases hus whole exposition of the Old Colonsal Policy on the principle of
self-sufhciency, but he does not appear to realize the limits of 1ts applicability,
and Lipson seems 1o be open to the same crincism (11 463, [T1 11, abso 489 10)
The same 13 true of the collection of examples for France (citing Nrwak,
Lidér de Pactorchie économique, Pans 1925} qiven i P Harsin, Les doctrines
monélares et financiéres en France du AVIe au XVIe siéele (Pans 1928} 13 T and
note 3.—¥V s 1T 40 [ —See also Niehans, Der Gedanke der Autarku

1 Cato, De agr: cultura chap 2 {cd Keil, Lpz 1Bg4, I 15) —Quoted ey
ghe by Cecl Cunningham [I* 131 note; Lambarde's marginal obser-
vation in Duse, ¢f the Common Weal (ed Lamond 171}, Wheeler, Treatise of

Yar 9
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Taken literally, the dictum makes no sense at all. The psycho-
logical truth underlying it is, of course, the fear that an individual
or a country could be ruined financially by doing the opposite.
Meccantilist literature is therefore {ull of dirges regarding import
surpluses and the outflow of precious metals. To this extent, the
new conception is sufficiently explained by a reference to such
popular arguments, which seemed to take on an added authority
through being fortified by classical quotations. But the principal
point still remains unexplained. How was it that this idea
happened to attain such prominence just under mercantilism,
superseding the hitherto prevailing policy of provision? The
reply to this question must be sought in an examination of the
beliefs, the policy and the economic world at the birth period of
mercantilism.

Municipal policy

Even in the economic policy of the towns, which tended mainly
in the opposite direction, there are certain points of contact with
this train of thought. It is necessary at this juncture to return
to a line of argument broken off in the second chapter of this part.
We must investigate, that is, the degree to which the interests
of the craftsman led to a protectionist attitude not only towards
individuals but also towards goods.

In the first place, such a point of contact may be found in the
Bannmeilenrecht. This contained hindrances and prohibitions against
such crafts outside the town as were carried on within the city
itself. These prohibitions appear for a long time to have been
confined chiefly to such'craftsmen as competed with the municipal
craftsmen. But towards the end of the Middle Ages it secms to
have become customary to apply them also directly to the goods
coming to the city from the Bannmeile area around. Thus in 1414,
Liibeck forbade the import of harness from villages and dependent
rural towns. A famous example is the Low German letter of
complaint of the later Middle Ages directed by the small towns
of Krempe within the Bennmeile of Hamburg against its un-
scrupulous taskmaster. Hamburg was employing forcible measures
to divert corn from Krempe to herself, such as removing ships
from Krempe’s harbour. At the same time she refusud to buy
beer from the citizens of Krempe and wanted to compel them
to buy beer from Hamburg. The letter declares: “We cannot

Commerce (1601) ; Malynes, Lex Mercatoria, part 1 chap. 5 (15t ed., Lond. 1622,
60} ; (E. Misselden], Free Trade or, The Mranes to Moke Trade Florish {Lond.
1622} 12 f.; but the list is far from complete, this tag being very popular with
mercantilist writers.
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but think that you intend to remove our corn forcibly from our
store-houses. . . . Qur beer you will not admit into your city,
we must drink your beer under compulsion. We should not
much object to this, if you would allow us our trade, so that we
might ¢arn the money with which we could pay for your beer.
But that you decline to do, and destroy instead poor people,
who have furnished you with much good corn.”” In conclusion,
the latter promises that if Hamburg treats the town well, “it
will send them all its corn and others none”. The point is per-
fectly clear. Hamburg was “a brewery” (as it was called in a
description a hundred years later), but at the same time was
dependent on the supply of corn for domestic consumption and
intermediary trade. It wanted to give its outlying Bannmeile
territory the same position as was given by mercantilist states to
their colonies, in other words it wanted to make the dependent
territory the supplement of the “metropolis” as regards both
irnport and sale 14

This consti*oted a departure from the policy of provision to
the extent that goods were not retained at any price—in the
instance given, not even so Important an article of consumption
as beer. People rather concentrated on ensuring the import of
such goods as could not be produced at home. To this extent, the
Bannmetlenrecht of the medieval cities undoubtedly contained an
element which went beyond the bounds of the policy of provision.
But nevertheless this element was apparently very circumscribed,
and did not appear in a more pronounced form until much later.
However important this municipal economic policy may have
been for the colonial policy of mercantilism, it does not take us
much further in the matter of protectionist policy.

Secondly, however, protectionist tendencies were closely con-
nccted with the gilds, and particularly with gid compulsion, i.c.
the limiting of the right to practise a craft to members of the
handicraft organizations. The earliest sources of gild history
make this quite clear, without going into the debatable questions
of the origins and roots of the craft gilds. Several examples, taken
from the early period, may serve to illustrate the point.

The Rhine toll at Coblenz contained a clause dating from 1104.
No restrictions were placed on bakers, one of the groups of crafis-
men mentioned therein, while with regard to another group, shoe-

14 W, Stieda, “Zwangs- und Bannrechte” {Handwdrierburh der Slantswissen-
schaften VI 1165 0).—Hansisches Orkundenduck X No. 663.--In 1369 beer
constituted far more than half of the volume of Hamburg's exports {(W. Vogel,
Geschichte der deatschen Seeschiffahrt 1, Berl. 1915, 227; cp. 201).
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makers, it was laid down explicitly that strangers were not to
sell shoes without permission of the toll officials, and that where
the right to sell was granted, it implied the payment of a fee to
the shoemakers of the city. In the charter of the Magdeburg
shoemakers’ gild (between 1152 and 11g2), strangers or *‘guests”
were probibited from marketing their wares without the per-
mission of the members of the local gild. A rather later charter
of the shoemakers in Halberstadt (1230) similarly made the
exercise of the craft within the city by strangers dependent upon
the consent of the local craftsmen. Later German examples are
of less interest. The clearest expression of this tendency is to be
found in England and goes back as far as the second third of the
12th century, being found in the Libertas Londoniensis. Without
any connection with the gilds it was there laid down that no foreign
“mercator”—a term often including craftsmen during the
Middle Ages—should be permitted to dye within the city or
“execute any work belonging to the burghers”. The municipal
charter of Montpellier, confirmed in 1204, contained a precisely
similar clause,13

These examples undoubtedly express a tendency towards the
protection of goods far more than is the case with the measures
mentioned in the second chapter, directed against the competition
of foreign merchants. Nevertheless they too had important points
of difference from protectionism proper. .

The first point revealed in the German examples is that their
fundamental criterion is not whether a person is a stranger or not,
but whether or not he is a member of the municipal handicraft
organization. Non-citizens were indced excluded, but in their
capacity as non-members, and therefore in precisely the same way
as citizens who were not members of the gilds, If strangers became
members, the prohibition no longer applied to them, and like-
wise if the compulsory gild restrictions themselves were lifted.
This is supported by many documents. The Cologne gild of
bedspread weavers, according to a regulation of 1149, expressly
included both natives and strangers. Felt making for hats in
Miihlhausen in Thuringia (1131} and cloth finishing in Magde-
burg (1183) were prohibited to natives and strangers. alike
unless they became gild members. Non-burgher wool weavers

1% German documents: Urkunden (ed. Keutgen) No. 8o and 258 resp. and
R. Ebersiadt, Magisterium und Fraternitas (Schmoller’s Forschungen XV
n, Lpz. 1897) 258.—Libertas Londonisnsis: v.s. chap. 2 note 17.—Montpeilier:
after “Le petit Thalamus de Montpellier,”’ quoted in Eberstadt, Das franzé-
sische Gewerberecht, etc. 38.—V.s. ¥ 376,
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were kept out in Halberstadt (1283) if they were not members.
When the gild of butchers and bakers of Erfurt was abolished in
1264, all limitations on foreign craftsmen were abandoned, so
that according to a letter of the mayor, the crafis were thrown
open to “every man both native and foreign”. The regulations
were thus officially not directed against foreign craftsmen as
such at all, and in practice only to a small degree. They applied
exclusively against the Bdnhasen, to use a rather later expression,
regardless of whether they lived within or outside the city.1®

Discrimination against strangers on principle in favour of
burghers occurred in only a surprisingly small number of cases.
Even where it did occur, there remained a personal factor in the
protectionist tendency. This is manifest in the English and French
regulations cited above, where there 1s no connection with any
craft organization, as well as in most of the German examples.
There are only three early German documents known to me
(Coblenz 13704, Magdeburg 1152/92 and Erfurt 1264) that
touch at all on the question of the sale of goods produced outside
the city. Probably in these cases, and almost certainly in all the
others, the prohibition applied exclusively to unauthorized
trading within the city itself. This obviously tallies with the fact
that the prohibitions were not directed primarily against strangers
as such. Still, it is possible to detect in it a rudimentary pro-
tection of goods, principally because protectionist policy was
extended in this way to the sphere of production. Nothing is more
natural, as the step from ordinary gild regime was apparently
very short indeed. In view of this, the remarkable thing is not
that there was any connection, but that attempts at pure pro-
tection of goods were so very rare. The German historian Eber-
stadt may be right in suggesting that the impossibility of exercising
gild control over the production of “foreign” goods and also
their deviation from the normal types provoked the municipal
craftsmen.1? But this makes it all the more striking that so little
was donc against the import of goods. It indicates that at this
early period of gild history the policy of provision was still pre-
dominant, and consequently people were not inclined to take
any measures against the import of goods themselves.

1* Documents of the years 1149, 1183, and 1264 Urkunden (ed. Keutgen)
Nos. 255, 257, 291; the others according to quotations in Keutgen, Aemter
und Jinfle (Jena 1gog) 202; cp. Below, Problems der Wutschaftsgeschichle 243
rote 1. Vide also G. Hazelius, Om Handtoerksgmbetena under Medelsden (Bidrag
till vir odlings hifder IX, Sthlm. 1906) 39 ¥, 46, 93, 150 fl.

17 Eberstadt, Franz, Gewerberecht 114,
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A general principle

We must therefore seek other causes for the departure from
the principles of the palicy of provision and the transition to
the opposite extreme. In doing so it must be remembered
that it is necessary to explain the appearance of a new general
principle,

This is not to say that the new attitude came into being suddenly,
or everywhere with the same force. It first appeared in those
branches, and was applied to those goods, which were already
extant within the area to be protected. There it already had a
certain measure of support in the gilds and the economic policy
evolved by the gilds. But even at a very early stage, in fact strictly
speaking as far back as the new tendency can be traced, the
principle was also applied to goods which were not actually pro-
duced within the area but which its inhabitants desired to produce
there. Even then there was still a touch of municipal economic
policy, because the goods people were so anxious to produce
fell within the scope of municipal trades and were thus industrial
or handicraft products. The example concerning the quarrel
between Krempe and Hamburg is an illustration in point. A
later example of greater importance is the English contrast,
frequently met with, between goods “for the back™ and goods
“for the belly”; on the one hand food-stuffs, the prices of which
were to be kept low, and on the other indusirial products, parti-
cularly textiles, the prices of which it was desired to keep as
high as possible. This contrast persisted obstinately, and in it
municipal policy was perpetuated. There was also a lingering
idea that different branches of production should be reserved
for different countries, as will appear in the fifth part of the present
work (v.f. 2781.).

But finally nothing remained of these distinctions. When the
encouragement of new indusiries was no longer applied to one
city alone but was extended to the country as a whole, in other
words when this tendency reached its zenith, there existed no
sort of production that was not considered beneficial to a country,
however absurd it might appear from the standpoint of the
natural conditions of the country and the character of the people.
As we know, it was much more difficult to escape from the rut
of municipal policy and to extend the new policy to agricultural
products. But finally even this was successfully carried through,
and the final stone was laid to the system of “solidarity pro-
tectionism™ which asserted that all production in a country,
potential and existing, should be encouraged. Thus protectionism
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came to develop the same universality as had characterized the
policy of provision.

In examining the causes of this great change, it is tempting—
especially to believers in the Marxist thesis that all history is a
history of class struggle—to consider the distribution of power
between the classes in society and to assume that the interests
of merchants and consumers were made subservient to the
interests of the producers. It is certainly conceivable that such a
change played a part; though as far as I know there is no know-
ledge of its nature or even any proof of its existence. In any case
it appears impossible to put most of the weight on this unknown
factor. As far as I have been able to discover, the principal
explanation is to be found in the access to popularity of new
econemic conceptions, not in a new distribution of power.

People are actuated, to a greater extent than one usually
tends to admit, by their more or less consuous or instinctive
notions of what is right and natural. This does not contradict
the view of thuo.s being governed by “self interest”, though 1t may
seem to do so; for they partly interpret their own interests in the
light of this conception, thinking to gamn or lose i accordance
with what appears in regard to it as economic gain or loss On
the other hand they often feel hampered in asserting their interests
in such a direction as they themselves consider harmful to the
general good. They certainly pursue their own advantage with
all the strength at therr command. but they seck to doit ina
way which will harmonize with their own and their fellow-
citizens’ conception of economic and social good. This can be
illustrated by a multitude of examples.

A very good instance is the treatinent, under mercantilism,
of the products of sheep rearing in a country ike England, which
was governed by large cattle-owning landlords. The export of
these products was prohibited in the interests of the cloth industry
and, as Adam Smith remarks, the statutes were written in blood,
especially an Act passed during Elizabeth’s reign (1565/66). This
forbade the export of live sheep on pain of confiscation of property,
a year's imprisonment and the cutting off of the left hand, while
the death penalty was provided for a recurrence of the offence.
The first Restoration Parliament, in which the victorious landed
aristocracy had the upper hand, extended the export prohibitions
to wool (1660). The reason for this policy, which was after all
against the interests of sheep rearers, was that the encouragement
of the cloth industry was considered to be in the obvious interests
of the country as a2 whole, and that wool producers did not care
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to prevent a measure in favour of an industry which was generally
regarded as the economic backbone of the country.!® Again, in
the Victorian era the influential industrialists were as great
believers in free trade as the rest, though no doubt many of them
might have gained something from protection ; they lacked both
the belief and the courage needed for insisting upon it. Instead,
they furthered their interests by pressing for lower tariffs on
other products than their own, and resisting legislative inter-
ference in the exploitation of women and children ; for this attitude
harmonized with “the spirit of the age”. On the other hand, in
protectionist countries to-day, representatives of the export in
industries rarely attack tariffs, although these react adversely on
their own production. Nowadays it is ‘‘good form” for an indus-
trialist, and in fact for any business man, to be a protectionist.
In deference to this, the special interests of particular branches
of production must stand aside, often because the real position
is not clearly appreciated, but just as often too because of the
belief that tariffs are beneficial to “industrial life”.

In the problems under consideration here, too, we must seek
for explanations outside the political and social distribution of
power. This is all the more true since the matter under discussion
was not a sporadic tendency but a vital reorientation of economic
policy. It took place in one country after another and in the
course of centuries was applied more and more consistently,
regardless of the great variations in the social distribution of power
at various times and ir individual countries. In these circum-
stances, it would be absurd to explain the tendency by the
incidental balance of social power at a limited period of time and
in one particular country. It is not difficult to find, in place of
this, an explanation which can claim to be valid for the whole of
the subsequent social development of western Europe.

In point of fact, this explanation has already been given in the
previous chapter, and can be expressed bricfly as the extension
of money economy. As soon as the result of production, from the
producer’s standpoint, no longer consists in other goods but in
money, then the money yield appears as the only aim of ecanomic
activity. Other goods are then considered unwelcome since they
are merely competing with one’s own produc’s for the monetary

¥ Statutes: 8 Eliz. ¢. 3; 12 Car. I c 32.—Adam Smith, Wealtk of Nations,
Bk. 4 chap. 8 (ed. Cannan II 146); on the 1660 export prohibition on wool
(somewhat one-sided) Furniss, Position of the Laborer, etc. 33-6.— See nlso the
apposite cbservations in P. J. Thomas, Mercantilsm and the Eost Indic Trade
581, as well ay Lipson IIT 22-134.
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equivalent. For a time, laissez-faire was able to force back this
almost inevitable economic fallacy, owing to the unusual virility
of its doctrines, but it was far from being able to eradicate it
for all time.

It is 'of course difficult to relate the rise of protectionist views
in time, precisely with the extension of the money economy. A
revolution in people’s economic views does not occur suddenly.
It takes time to complete itself, and in some cases the time required
is considerable. Nevertheless, this explanation which we have
given fits in also with the temporal development. The first real
attempts at a protectionist policy occurred in North Italy in the
first part of the 13th century, that is at the end of the Crusades,
when money economy was making great progress. Next, the new
tendency spread first to the Low Countries, which were in an
advanced state of economic development, and to England, later
to France and the rest of Europe north of the Alps. It only
reached Sweden at the end of the 16th and the beginning of the
17th centwmy; unti] then natural economy had dominated
Swedish economic hife ** Of course it is not possible ta provide a
proof that this explanation is the right one. The proof must lic
in the economic analysis of the situation, and is established 1f
the results arrived at are not contradicted by the known facts
and if these do not admit of any other equally plausible inter-
pretation.

3. ITS RISE AND EARLIEST HISTORY

The first definite protectionist measures were taken, as we have
already observed, in northern Italy, where economic develop-
ment was most advanced during the whole of the Middle Ages.
The oldest case known to me, significantly cnough,is an attempt,
by prohibiting imperts, to create a native industry of a kind
which did not exist there but was already flourishing in another
town, that is, not a “protectionist” measure in the literal sense
of the term. I refer to Parma, which in 1211 prohibited the import
of pignolah, as it was called, a special kind of light cotton goods
produced in Piacenza. The object was to produce them in
Parma itself, and this appears to have been successfully carried

1% With regard to the special Swedish circumstances, I have treated this
matter in my essay “Svensk natura- ach penninghushillning i aldre tid” ( Ekono-
misk Tadskrift XXV, 1923, 270 [.). and later in *“Natural and Meney Economy
a3 illustrated from Swedish History in the Sixteenth Century'’ {fouwnal of
Economic and Business History 111, 1930, 21 fI. This arucle s now available in
Enterprise and Secular Change, Readings \n Econome History, ed F. C. Lane and
J. € Riemersma {London, 1953) ch 13
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through about forty years later. A decree of the following year
points to the existence of a prohibition against the import of
warp varn, which must have been drawn up by the wool-
workers’ gild, arte de lana, in Florence,*® .

The measures taken in Venice, however, were in every respect
morc important. The economic development of Venice is generally
believed to have started with the salt mines. According to Cassio-
dorus, they produced “edible money”. Towards the end of the
ioth century, this domestic production of salt appears to have
been used as a commercial weapon for the policy of provision.
Istria and the Mark of Verona were forced into subjection by
having their supply of salt cut off, causing the death of their
cattle. The salt mines were partly under state control, and the
fiscal interests of the state must certainly have paved the way for
the opposite protectionist tendency, so that in the end efforts
were directed to the encovrragement of export instead of the
rendering of supplies to other places more difficult. In its treaty
of 1230 with Venice, which we mentioned before, Ferrara had
to be prepared not to obstruct its import of salt from Venice.
In 1228 and 1243, prohibitions were enacted against the import
of salt into Venice from non-Venetian places on the Adriatic.
The policy of hampering imports had thus begun in the case of
so important a necessity as salt,?!

Another measure, which likewise originated in Venice, is
even more interesting in the development of protectionism and
mercantilism. Tt consisted in making export a condition of import. 1
only know of one example of this dating from before the rqth
century. According to a treaty between Venice and Ancona of
1264, the whole of the money received for goods sold, including
the limited number of goods which Ancona was allowed to dispose
of in Ferrara, Bologna, and Lombardy, could only be used for
purchases in Venice. This stipulation is certainly connected with
staple policy, but none the less it Is a very typical expression of the
belief that was growing up that selling goods was profitable, and
importing them was harmful. The contrast with the policy of
provision becomes evident when it is compared with the kind of
compensation policy carried on in the early Middle Ages and

10 AR, Storia della citté di Parma (Parma 1792 ff.) Il 325, in Schaube 768,
Santini, Documenti dell'antica costituwzione del comune di Firenze (Doc. di storia
ital. X, Firenze 18g5) 376 in A. Doren, Enfwickiung und Organmitation der Floren-
tiner Jhinfle im 13. w. 14. Jahrh. (Schmoller's Forsch. XV: mn, Lpz. i8g7) g
note 2, and Schaube, op. «it.

* L. M. Hartmann, “Die wirtschaftlichen Anfange Venedigs™ (Viertel-
Jabrschr. f. Soz.-u. Wirtschaftsgesch. T1 1904, 434-42).
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during World War [, described in the previous chapter
(v.s. 11 85), when licences for export were made dependent upon
sufficient imports, It was a complete reversal of this tendency:
export being made the condition for import, instead of the
reverse,

The Venetian measures were also connected with the North
Sea galley expeditions instituted in 1314. At first, non-citizens
were allowed to participate in them, but as early as 1321 they
were cxcluded. Towards the end of the same year, they were
again accepted, but with the characteristic proviso that the
value of their imports to Venice should not exceed the value of
the goods which they had exported thence in their galleys, This
clause was also applied during the subsequent period, and from
1328 onwards, it became an integral part of the Venetian laws
against “‘merchant strangers” for goods imported {rom other
Jocalities as well. Of the first provision, it was said that it was
issued more solite, according to custom, although it is not possible
to see how [r~ these words refer to the right of outsiders to
participate in the expeditions, or whether they only refer to the
prescriptions regarding limitation of their right to import. But
the expression makes it not altogether improbable that a measure
of this sort dates back even further.

In England these regulations were introduced towards the
end of the century, in a statute of 1390, the Statute of Em-
ployment, which probably followed the Venetian model. The
economist, Richard Jones, writing in the 1840%, called it the
“Balance of Bargains System”, l.e. balancing the import and
export transactions of every individual merchant. That a measure
corresponding so closely to the principies of primitive mercantilism
should later have been taken up elsewhere too is not surprising.
It i3 to be found in Portugal, for example, under the name
aldcaldamentos, at least from the latter part of the 15th century
onwards, ¢3

3 Venice: Schaube, “Die Anfange der venctianischen Galeerenfahrten
nach der Nordsee™ (Hust. Jatschrift CI, 1908, 61, 7b) acc. to Arch. ten.
XXIV g4 and (unprinted) Musn X1 ¢. 635 the permussion of 1328 was given
“conditione quod quantum extraxerint de Venetns possint conducere de
Flandria et non plus”.—Cp. Simonsfeld (v s. chap. 2 note 2) IT 31, 43; the
oldest {and incidentally uninformative) source there given, with the corre-
sponding regulation for foreign merchants (No. 76a), belongs to the year
1341.—England ' 14 Rich. Il c. 1;¢p [R. Jones] “Primutive Political Economy
of England” (Edindurgh Revew LXXXV, 1847, 428 1.} and after him E. v.
Heyking, Jur Geschuchte der Handelsinlanztheoriel(Berl, 1880) 52 fl.—Portugal:
Lannoy & Vander Linden (z.s. chap 2 note 13) I 138; the date of the law is
not given, but ita infringement in 1481 is mentioned.
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The later extension of protectionism in North [taly is not
particularly interesting for our purpose. In Genoa it appeared in
the second half of the 14th century. In Florence it was in full
bloom before the end of the same century though it lasted only
a short while. It was particularly well developed in the second
most important city of North Italy, Milan, from the middle of
the 15th century onwards.*

In the meantime, protectionism had already spread to western
Europe. It manifested itself first, perhaps, in the Netherlands,
After the middle of the 14th century regulations which, according
to Pirenne, originated considerably earlier, had the object of
excluding English cloth from trade. In the charters to the
Hanseatic merchants in Bruges 1359/60, it was stipulated that
they had to send back English cloth, which came into Bruges
via the mouth of the Zwijn and that they were not to deal with
it in any way, not even to open the bales of cloth. They were
permitted to export everywhere *“‘although’ as the Bruges text
remarks, in typical protectionist fashion, “it is very injurious to
the said city of Bruges”. In 1434 Philip of Burgundy, the then
ruler of the Netherlands, prohibited the import of English
woollen cloths and English yarns in all his territorities, because
these countries, whose backbone was the cloth industry, were
“very much injured and obstructed and are still suffering” by
the continual imports of the English, 24

Though it is difficult to establish the date when protection was
firstintroduced into England, the dovelopment there is exception-
ally interesting. What is apt to confound the issue are the particu-
larly strong tendencies already noted to forbid the export of raw
materials, and above all those of the textile industry, on account
of their double character as parts of both the policy of provision
and protectionism. In the case of the measures of 1278 /54,
directed against the cloth imports from Flanders into England,
there were practically no other motives than those of foreign policy.
The researches of Professor Unwin and his followers led them
to the same conclusion with regard to Edward III’s pro-
hibition against the export of wool and his prohibition against
the import and utilization of foreign cloth (1337), only with the
addition that fiscal motives were also involved. Professor Unwin

*? H. Sieveking, Genueser Finangwesen mit besonderer Berilcksichtigung der Casa
i 8. Giorgie 1 (Freib. i. B. 18g8) 147 f.—Schulte (z.s. chap. 2 note 2) chap.
50.—Pohlmann (v.s. note 5 of this chap.} roz note,

¢ “Hoe dat het grooteliic gaet tieghen de draperye van de vorseider stede
van Brucghe” : printed in Hansisches Urkundenbuch 1 No. 430 § 19, ¢p. No. 452
§ 62, No. 495 § 24.—Pirenne, Histoire de Belgique 11* (Brux, 1922} 197,
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assumes that the King’s main object in keeping out the com-
petitors of the native cloth industry was to allay the unrest in the
country. But if this is true, public opinion must at the time have
had a certain protectionist bent, or to put it more carefully, the
“love of goods” cannot have been strong enough to prevent
measures against imports. But it is none the less certain that in
Edward III’s reign the policy of provision was very much more
predominant, and that the opposite view only asserted itself
much later—in the case of industrial protectionism, only in the
middle of the following century under Henry VI and Edward 1V.
It was embodied at the time in statutes which have already
been mentioned above, in connection with the policy of creating
employment and its significance for protectionism (v s, Il 122f).

But what lends special interest te the development in England
are not these measures, which indeed had many precursors in
other countries, but the sudden change in policy in regard to
the corn trade, where England was unique, though her policy
was the reve,+~ nf consistent. As early as 1394, all fixed expoit
prohibitions on corn were repealed. Instead, the King was given
the right to forbid its export, if and when circumstances
demanded. It is true that this did not signify a real change in
policy ; 1t was no more than the extension of the King’s power to
this field. But still people’s new attitude to ymports and exports
was important, for it showed the reversal of the old ideas. It was
satd of the export prohibitions, which in effect were still valid,
that as a result “Farmers and other Men which use Manurement
of their Land, may not sell their Corn but of low price, to the great
Damage of ail the Realm”. That is perhaps the first time in
modern history that a low price for corn is characterized as
injurious to society. This quotation is taken from the preamble
to an Act of 1437, which permitted the export of corn as soon as
the price fell below a certain level. This much, however, remained
of the policy of provision, that export to an enemy was always
and invariably excepted. It was thus believed that he would
benefit from the import of corn This Act was originally intended
to remain in force for a short time only, but some years later it
was given permanent validity.

People had already gone so far along the new road that in
1463 a prohibition could be imposed on the import of comn.
This was to be enforced if the price did not rise above a certain
level, roughly the same level as that fixed by earlier Acts as a
maximum for the right of free export. In the preamble to the
Act of 1463, it is further stated that farmers suffered considerable
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injury, resulting from the import of corn from other countries
when domestic prices of corn were low. Under the earlier Tudors,
this attitude was once again largely abandoned, imports were
again permitted and export prohibitions were renewed, though
of course subject to the granting of licences. From thé middle
of the 16th century onwards, however, the protectionist policy
of the previous century was again adopted, and price limits for
the right to export were successively increased, although the
King usually retained the right to forbid exports altogether, But
it was only after the Restoration (1673) and finally after the
Revolution of 1688 that the step towards complete protection
in the sphere of corn duties was definitely taken {1689}, as was
briefly mentioned in the previous chapter.

Professor N. S. B. Gras, it is true, has proved on the whole con-
vincingly that protectionist and mercantilist policy, especially that
of the Tudors, in many ways had an existence only on paper. In
practice, he shows, it was of no account, because the price limits
fixed by law were usually so high as to render export imposstble,
and even then the Government, in addition, frequently prohibited
export when prices were lower. This certainly shows the tenacity
of the policy of provision even in England. But the main point
of interest for our purpose is the theoretical attitude, and with
regard to this, an attitude such as that expressed in the freedom
given to corn exports in 1437 and the 1463 prohibition against
imports was something quite unique at the time. And even if the
export prohibition in practice was only rarely applied, 1t is sig-
nificant enough that it occurred at all. Professor Gras’s interpre-
tation is that the rapidly growing food requirements of London
were the decisive factor in economic policy. [Huminating as this
Interpretation may be in many respects, it is calculated to disguise
what is, from the general historical point of view, the funda-
mental fact, i.e., that the country with the most rapidly growing
capital, and therefore the one that might be expected to encourage
imports of food-stuffs, was more interested than any other country
in the encouragement of agriculture by the maintenance of high
prices and the facilitation of exports; in other words, that pro-
tectionist tendencies in this vital field gained ground there, while
in most continental countries these tendenciss failed to assert
themselves even in the subsequent three or four centuries, 28

¥ The Acts mentioned in chronological order: 17 Rich. I ¢. 7; t5 Hen.
Vic.2;3 Ed. IV ¢, 2.—Gras, Evolution of the English Corn Market, esp. chap. 4;
cp. his later works, esp, An Introduction o Economic History (N.Y. & Lond. 1922)

and my criticism of the same: “Den ckonomiska historicns aspekter” (Hu,
Tidskr. L, tg30, 21 1.}
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The progress of protection in the sphere of industry in these
continental countries is of less interest. The development in
France—in industry alone be it noted—was approximately
similar to that of England and Belgium, though at the outset
rather Ié&ss striking. The final irruption of protectionism appears
to have coincided in all three countries and to have succeeded
in the middle of the 15th century. In France, a charter of 1443
for the cloth weavers of Bourges contained prohibitions against
the purchase and use of cloth from Normandy because that
province, it stated, was “in the power of our hereditary enemies
and adversaries, the English”. The well-known decree of 1466,
which led to the rise of the Lyons silk industry, refers to a great
loss of gold and silver which the country experienced through
the import of gold and silk matenals To speak of a loss of gold
through the import of gold materials 1s typical of protectionism.2¢

To describe the advance of protectionism in other countries
would hardly add anything essential to the picture. The data
regarding proa: ctionism in Europe are so abundant that any such
description would require several volumes. But this would
involve endless retteration. These phenomena have their proper
place in the economic histories of individual countnies and not
in a unified exposition ot mercantilism as a system of protection.
None the less several important theorctical problems remain to
be dealt with.

4 THE ATTITUDE TO THE FACTORS OF PRODLCTION RAW
MATERIALS AND LABOCUR

If the proposition that the “fear of goods™ must be considered a
fundamental tendency of protectionism be accepted, we are
faced with the question of whether there were any exceptions
to the policy of hindering imports and encouraging exports
In fact a number of exceptions did occur.

The simplest instance was that of meney and the precious metals.
They provided so clearly a case of the reversal of the relationship
towards other goods that the efforts to retain them or to attract
them are self-evident. As shown above {z.s. 1I 125}, several
mercantilist writers certainly recommended the export of coins
in preference to the export of uncoined precious metal, but this
does not affect the principle as such. One of the very rare devia-
tions from orthodox doctrine is to be found in Barbon. His

¢ Quotation following various collections of documents inaccessible to me*
Eberstadt, Franz. Gewerberechi, ete. 311 f., 316 note 5; Godart, L'ouvrier en sore
4 [—Supra 11 122 £.~Cp. wfra 214 1.
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point of view, also mentioned above, was that precious metals
might very well leave the country so long as employment was
thereby increased. But this attitude was altogether exceptional.
Raw materials, machinery

The question of the actual factors of production, raw materials,
semi-manufactured goods, machinery and labour did, however,
present a serious problem. Adam Smith himself pointed out that
mercantilism reversed its usual practice of obstructing imporis
and encouraging exports when dealing with the factors of pro-
duction.?” He explained it by saying that mercantilism was pre-
cccupied with the balance of trade. It is obvious that this factor
played an important part; but equally important was the regard
for employment. With a view to this, attempts were made to put
into practice an idea which has always lain at the root of pro-
tectionist policy both at the time and later. I refer to the grading
of goods, either according to their stage of manufacture or to their
character as factors of production. Fewer restrictions were then
imposed on their import and more on their export, the earlier
the stage of manufacture and the more marked their character
as factors of production. Colbert expressed this standpoint in
brief when he said, “The whole business of commerce consists
in facilitating the import of those goods which serve the country’s
manufactures, and placing embargoes on those which enter in a
manufactured state.”? Where raw materials were (oncerned,
this principle must have led to a premium on import and the
discouraging of export, and the object, which was to retain these
goods, stond out very clearly.

But none the fess there was an insoluble contradiction in this
attitude. Considering the question superficially, it may indced
appear as though products of an carlier stage of manufacture
always serve to produce those of a higher stage. Butl of course
this is by no means always true. A means of production may be

¥ Adam Smuth, Wealth of Nations, Bk. 4 chap. 8: Conclusion of the Mer-
cantile Systemn fed. Cannan, II 141-350). This chapter, which first appeared
in the third edition of the work, was the outcome of Adam Smith’s intimate
expericnce of customs conditions, which he gained through his appowntment in
1778 as Commissioner of Customns in Scotland. 1t contains a detailed deserip-
tion of the treatment of the factors of production by English mercantilizm.
Where no other source is given in the remarks that follow, the statutesin ques.
tion may be found quot:d in that chapter.

¥ “Tout le commerce consiste: A décharger les entrées des marchandises
qui servent aux manufactures au dedans du rovaume; Charger celles qui
entrent manufacturées,” in addition he gave two further points regarding
“drawbacks™ and freedom from export duties—the whole being a dream of the
future: {(undated) : pr. in Lettres de Colbert V11 284 note 2.
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of a much more advanced stage of manufacture, ‘that is, may
contain much more labour, than the object for whose production
it is employed. When that is so, the contradiction cannot be
resolved.

At the present day machinery is the most important cxample
of this. Protectionism to-day applics to machinery the criterion
of their stage of manufacture and not of their character as means
of production. That is to say, efforts are made to hinder the
import and encourage the export of machinery. In the mercan-
tilist period, machines were of so little importance that ncither
of these two alternatives had yet been clearly decided upon In
any event machines, as mentioned before, were rather suspect,
because they rendered labour superfluous But when commer cial
policy began sericusly to adopt a dcfinite attitude towards the
problem, it first took up a line which to-dav has been entirely
abandoned. The export of machines was prohibited, because 1t
was feared that this would help a competing industiy 1n another
country. One of the first examples of this was the export pro-
hibition, mentioned in another context {I 264 { }, against stocking
frames in England (16g5/g0), followed by a similar measure in
France in 724. About this ume there was also a considerable
fine in France on the export of textile implements in general In
various other ways, too, every possible obsta.le was placed i the
way of this export. At the beginming of the 1720%, Jonas
Alsttomer, the most enthusiastic protagonist of manufactures in
Sweden in the 18th century, experienced the greatest of diffi-
culties in smuggling from I'rance and Iolland the equipment
which he needed for the formation of the Alingsads tewade works.
In England it was not until a somewhat later date (.-50 and
1774) that the export of varicus textile machines and instruments
was forbidden and there scon followed similar prohibiuons
against the export of iron-producing machinery (1781} Once
this policy had been set going it was elaborated on all sides and
pursued for a considcrable time. In England, the country wheie
an independent machine industry originated, the piohibuion
against its export was not abandoned in effect belore 1825,
while officially it persisted until 1843.

This mercantilist policy cannot be callied cither more o: less
consistent than the policy of modern ;- otectionism, diected
against the import of machinery. Where a principle admits of
two mutually irreconcilable pomts of view, it is impossible to
cay which of them is the right consequence of the principle. All
that can be said is that protectionism to-day is even more (‘01(1)535-

Vor 11 L
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tently dominated by the literal “fear of goods” in this respect
than was mercantilism in its time.®

However, during the greater part of the mercantilist period
other factors of production than machines played a far larger
part. An equally hopeless inconsistency was manifested with
regard to them.

From the time of Edward 1V, i.e. from the end of the Middle
Ages onwards, the import of wool cards into England was pro-
hibited. They constituted an important means of production in
the textile indusiry, which normally enjoyed greater favour than
any other. A decrec of 1630 went so far as to proscribe the sale
of cards produced within the country from worn-out patterns.
The maintenance of employment was given as the 8fhicial motive
for the measures, but in fact, at least as regards the latter pro-
hibition, the object was to assist one of the oldest industrial
joint-stock companics, the Mineral and Battery Works. Simtlarly
in France (1599-1601) the import of indigo was forbidden in
order to protect the manufacture of woad, the native dye for
colouring blue. The textile manufacturers were naturally highly
incensed at 1his, for they could hardly dispense with the best
dyes. In both these cases native production of the means of
production was protected to the detriment of the production of
the finished product.

In the large majority of cases on the other hand, the export
of factors of production was forbidden in the interests of the
production of the products, as for instance the export of wool
and of woollen and worsfed yarn, hides and horns. The treatment
of leather export in England is particularly instructive. It was
first prohibited by an Act of 1662. The preamble to a new Act
of 1067/68 stated that as a result of the strict prohibition against
the export ol leather “the Prices thereof and consequently of Raw
Hides are very much abated to the great discouragement of the
Breed and feeding of Cattle and fall of the Rents and Value of
Land”, while shoemakers and other leather workers had
neverthcless kept the price of their goods fairly high. The policy

¥ Acts: 23 Geo, 11 c. 14 (1750); 14 Geo, III ¢, 71 {1774); 21 Geo. II1
c. 67 {t7th1); 6 Geo. IV c. 107 (1825); 3 & 4 Will. IV c. 52 (1843} 6 & 7 Vic.
¢. 84 (1849).—For the rest, see Adam Smith and also: G. R, Porter, Progress
of the Natton Part 11 chap. 5 {Lond. 1847 ed., 265-8) ; Smart, Fconomiz Annals
of the Nineleenth Century, 18011820 738 €, do. do. 18211830 (Lond. 1919} 177 1,
Clapham, Econontic History of Modern Bruain 1 485 f.—French edict of 1724:
Pr. in Recueil des riglemens 1V 63 . cp. Levasseur, Hist. d. ol. ouvr. avant 1789
Il 584 of passim.—Alstromer: G. H. Strdle, Ahagsés manufakiurverk (Sthim.

1884) 53-7.
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of preventing exports, with its reactions on the production of
producers’ goods, thus resulted in a typical dilemma. Prohibiting
the export of a semi-manufactured commodity might result in
not bciqg able to export the commodity at all. In England, in
this connection, the particular care was undyed and unfinished
cloth; the desire was not to allow it out of the country in non-
processed form. On the continent, people would indeed have
welcomed the excellent English cloth, but were not at all
satisfied with English dyeing. James I endeavoured to emphasize
and enforce the old law against the export of undyed cloth. One
of his best known lawyers, with the curious name of Sir Julius
Caesar, thereupon asked in Council (1616) whether in order to
give work to 10,000 dyers and finishers, 100,000 spinners and
weavers were not being thrown out of work, 3¢

The great problem of mercantilist policy regarding means
of production was its relation to agriculture. The h.struction of
the English commission for trade in 1622 summarized the dilemma
in the following terms: the commission was to consider what
means (o emp.cy “'so as our own Dominions may be supplied in
Time of Want, and yet in Time of Plenty the Husbandry and
Tillage not to be discouraged”.3! Indeed, the position in the case
of sheep and cattle breeding has already been mentioned. But
even in England, corn-growing was still by far the most important
branch of agriculture, and until the middie of the 8th century
the indifference with regard to the growth of fodder-plants was
considerable, In corn policy, however, the important dividing
line was between the new system, as it gradually developed in
England, and the old system of regulation, based on town economy
and maintained on the continent, particularly in France. As
in the cases discussed above, it is impossible to say which of the
two corresponded more closely with mercantilist principles.
Food-stuffs could be considered a factor of production, in fact

9 Wool cards. laws—g Ed. IV ¢ 4 {1463}, 39 Eliz. c. 14 {1596/97); 14
Car. Il ¢ 19 {1b62); proclamation of 1630, pr. Foedera (ed. Rymer) 15t ed.
NIX 163 ff.,, Hague ed VHI. mr 102, cp. Scott, Fant-Stock Companies to
1720 11 424 f Tt must be added that 14 Car. 11 ¢ 19 §2 again repealed the
prohibition on the sale of repaired wool cards.—French import prohibition
on indigo: Boissonnade, Sor. d'Eigt 257.—The laws quoted concerning the
export of leather: 14 Car. Il ¢. 7, 19 & 20 Car, IT c. 10.-~On the export of
undyed and unfinished cloth in England, see particularly Friis, Alderman
Cockayna's Projeci and the Cloth Trade {index under “Cloth, undyed and undressed,
export of?), which is largely devoted to this question, and also for the later
development Lipson I1I 384 ff.; Sir J. Caesar’s statement: see his “Notes
from Privy Council Meetings,” pr. Friis 471.

81 Py, Foedera, 15t ed. XVII 414, Hague ed, VIIi v 14,
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the most important of all, as a basis for the supply of human
labour-power. In that case, just as with other factors of pro-
duction, their prices should be kept low. But on the other hand it
could also be said that if agriculture were to be maintained, it
must be encouraged by high prices ; in that case the same methods
ought to be applied as in the promoting of other industries.

If a means of production was itself produced, then the methods
employed on the continent in the case of food-stuffs, and in
England in the case of most of the other means of production as
well, were bound to decrease its supply. Precisely the same
disadvantage urged by the mercantilists against the policy of
provision must appear if such methods were used to create a
plentiful supply of industrial means of production. Only purely
natural products could escape this effect, so long as the cost of
working them and the profits were covered by the prices; in
other words, the policy of forcing down prices could be innocuous
only in so far as it was confined to affecting the value of the
non-processed natural factors of production, the “indestructible
powers of the soil’”, to employ Ricardo’s expression. With very
few exceptions, however, natural values at that period were so
low that they would have offered very little scope for a policy
of provision. And when that limit was passed, every forced
lowering of price reacted on the supply. It follows that the policy
pursued on the continent, obstructive as it was to the develop-
ment of agriculture, has undoubtedly been an important cause
of the stagnation of continental farming, How far the lowering
of prices in the case of other factors of production influenced
their supply is much less clear. Adam Smith agrees with other
18th-century writers that the prohibition on the export of wool
depressed the price of English woo! in England itself. Although
this assumption seems tempting, it cannot easily be substantiated
from the available statistical material. Even Adam Smith assumed
that the effect of the lower prices on the quality and quantity
of wool was compensated by the demand for mutton.*? How far
the policy of obstructing exports affected the production of
machinery is even more difficult to say, because it was compen-
sated in other ways, principally by means of privileges of the

% Adam Smith, Weelth of Natwns I 230, II 150 fF, with refcrence 14, to
John Smith, Chromeon Rusticum-Commeraiale, or Memows of Wool (Lond. 176%)
I 418 note; cp. Th Rogers, A History of Agrsculture and Prices in England V (Oxf.
1887) 407: "I am indeed disposed (o infer that on the whole the price of wool
was almast stationary in Engiand during the seventeentls century, and indeed
for some time afterwards.”
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most varied kind. But it is probable that to some extent technical
development was thereby held in check.

Whatever the methods of application, mercantilism by its treat-
ment ol: the factors of production was led into impossible and
}Jnresolyable contradictions. The consequences were unusually
interesting. xd'Lt a very tj:arly stage in the development of English
mercan_t:llst ideology, 1t consisted in the idea of subsidizing all
industries equally and indiscriminately, a system which to-day
goes by the name of "“all round protection” (Solidaritats-system).
It was precisely this which the specifically English form of mer-
cantilist protectionism had in mind, the principle that industry
and agriculture should be equally promoted by protective tariffs.
In effect, this form of mercantilism has become the prototype of
modern protectionism. Now a consistent application of such
principles is, first and foremost, almost an economic impossi-
bility, because it is utterly hopeless to make the stimuli
which work upon different parts of economic life balance one
another nicely, Moreover, if this were achieved, nothing would
be gained e:-ept a reversal, by a most cumbersome and round-
about way, to the starting-point, one industry paying what another
receives. Clear as this is, it is besides the point in this connection.
For our concern here is not with economic realities but with
the world of economic ideas, and the argument is intcresting
here only in so {ar as it led to the growth of the English system.
Modern parallels abound, but the argument came out most
clearly in the victory of agrarian protectionism m Germany
under Bismarck.

In spite of these contradictions, the system of “ali-round
protection” has a natural appearance of justice on its siue, which
in those times as to-day contributed to its popularnty. ['his can
be seen in the reasons put forward in support of it both in the
16th and in the 1gth centuries. The mercantilist position is stated,
for example, in the Discourse of the Common 1¥eal (1519). The
author, speaking through the Doctor, imagines the Husbandman
addressing the rest of producers on the following lines: “What
reason is it that you should be at large, and I to be restrained?
Either let us all be restrained together, or else let us ali be at like
liberty. Ye may sell [your wool] over the sea, your fells, your
tallow, your cheese, your butter, your ls1ther, which riseth all
by grazing, at your pleasure, and that for the dearest penny
ye can get for them. And I shall not send out my corn, except
it be at xd. the bushel or under.”” In true mercantilist style, the

‘Doctor” comes to the conclusion that the desired end could be
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reached by Jowering the price of both groups of commodities,
but that an increase in the price of both would be the better
method. Approximately the same argument was used in Bis-
marck’s “December letter” of 1878, as it was called. “But pro-
tective tariffs for individual industries,” he said, “have the
effect . . . of a privilege and meet with the disapproval of the
representatives of the non-protected industries like every other
privilege. This disapproval will not be shown towards a system
of tariffs which . . . gives all home production an advantage
over the foreign in the home market.”

And so even in its modern form, “all round protection” is an
alternpt to raise the prices of all commodities, not to lower them
Labowr

Apart from raw materials and machinery, there was another
and the most important factor of production in regard to which
mercanttlism had to formulate its attitude, i.e, labour. The
attitude of mercantilism towards labour is therefore of special
interest. In the main, it is the position of labour in the mer-
cantilistic system of protection, and not the attitude towards
labour as a whole, with which we are here concerned. The
brilliant treatise of the American economist, Furniss, on the later
English mercantilists’ conception of the worker is one of the few
really well-thought-out contributions to the study of mercantilist
ideology and its import, because it takes into account the
economic significance of the ideas. It is not my intention to
recapitulate his work.?* The points which we must deal with
here, however, hardly come within the scope of Furniss's treat-
ment, since he approaches the question from another angle.
We are engaged in a parallel treatment and not with an elabora-
tion or a repetition of his.

Strange as it may seem,labour could, theoretically, be dealt with
much more casily than the other factors of production, because
1t was not preduced in the sense that the latter were produced, or
at any rate did not appear to be, The choice between a curtailment
and increase in the supply, between high and low prices, did not
therefore involve difficulties of principle in the case of labour.
As the object was to prepare as large a volume of production

3 [Hales), A Duscourse of the Common Weal 56, 62 —Bismarck's Degember
letter pr, 1.4, Textbucher zu Studien uber Wirtschaft und Sigat; 1: Handefpo&uk
{ed. J. Jastrow, Berl. 1912) 6o.

" From the point of view particularly of the present work, the mmaterial
given in Furniss suffers from the defect that 1t 1s largely drawn from the middle
and latter half of the 18th century, a period in which mercantilist notions
had already become thoroughly confused with other 1deas.
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as poss_iblc for sale abroad, it was difficult to reach ahy conclusion
regarding the question of workers and wages other than that the
cost of labour must be kept as low as possible, and in fac t, that it
must be calculated to “strengthen the country’s position on the
world market”, as it is popularly termed to-day. It is no doubt
true that the lasting export surplus which was aimed at would,
in all probability, not have been reached as a result of such a
policy—even, of course, ignoring the fact that if the same policy
was pursued by all the countries taking part in the exchange, all
its effects must have cancelled out. But this is a conclusion from
the theory of international trade which mercantlists were unable
to draw, and which they could therefore not take into a«count.
And it is, besides, no very serious objection to their argument.
For, even if the total exports of a country in proportion to the
total imports could not be increased by forcing down wages,
there was still some justification in the mercantilist idea. By
forcing down wages, at any rate the export of such products
as contained relatively more human labour could be increased,
and such a policy could at the same time restrict the import of
the same group of products. To this extent the mercantilist
theory on this point was quite sound. The conclusion drawn
followed logically from the eagerness to create a great export
surplus of “labour products” whose price, and hence whose cost
of labour, would therefore have to be kept low. The corollary
was that efforts had to be made to maintain as abundant a
supply of labour as possible at as low a price as possible. This
was, in effect, attempted in many cases.

But in reality, even from purely mercantilist standpoints,
the matter was by no means as simple as that, This was because
the mercantilists held other economic tenets apart trom the
doctrine of an esport surplus. And so it came abcut that the
attitude towards labour, too, entangled mercantilists in theoretical
problems which they attempted to resolve in various ways. Even
such a basic principle of protectionism as the gospel of high
prices could lead here to other results. The most fundamental
contiadiction in the whole attitude of course was a different one,
i.e. wealth for the “country”, based on the poverty of the majonity
of its subjects. This inevitably upset the fine economic edifice
built upon it, and, as will be seen, it was nointed out at the time
too, though it was mostly left to the earlier laissez-faire theorists
to expose its flaws,

If the problem of labour is approached from the point of view
of the cost of production, the supply price for the application of



154 MERCANTILISM AS A SYSTEM OF PROTECTION

labour must \ve a result of its quantiiy. This quantity, to put it
simply, was determined by two factors: the number of workers
and the effectiveness of the individual worker. If the problem
was still more simplifiecd—ignoring the workers’ capacity and
considering only their willingness to work-—then ‘broadly
speaking there remained the two factors: the size of the
population and the industriousness of the people. The mercan-
tilists had therefore to aim at the largest and most industrious
population possible. On the whole, this was in fact usually the
case. There were, indeed, many differences of opinicn, but on this
ideal people were in the main agreed. None the less it must be
added that this ideal was not just the effect of the desire for an
export surplus, but had other grounds as well,

Tdleness

With regard to the mercantilists’ conception of industriousness
and sloth, it must be said that there was hardly any point on
which opinion was so unanimous as in the condemnation of
idleness. References to this are so numerous that it would be
absurd to enumerate them. Even during the intensive discussions
which took place in England before the middle of the 16th century,
there were constant complaints against idleness and beggary,
which were described as twin brothers. In Starkey’s dialoguc of
the 1530%, for instance, Cardinal Pole is made to say, “This
body (i.e. the bady politic) is replenished and overfulfilied with
many ill humours, which I call idle and unprofitable persons,
of whom you shall find a great number, if you will a litilé consider
all states, orders, and degrees, here in our country,” About fifty
years later Robert Hitclicock, the author of a pamphlet entitled
Politigue Platt, referred to*“that loathsome monster Idleness” (1580).
Another fifty years later Malynes called it “the root of all evil”.
Child, who nursed a particular hatred against the high rate
of interest, said that it suffered *“Idleness to suck the Breasts of
Industry’”, and later still Cary called idleness *‘the Foundation of
all those Vices which prevail amongst us”, and so on and so
forth.3%

It might be assumed that this attitude was simply a result
of puritanism. Since Max Weber’s famous essays made their
appearance shortly after the beginning of this century, historians
have usually given the puritan ideal of labour first place in the
treatment of the spiritual revolution in the economic sphere. But

% Starkey (sec above, chap. 3 note 29) 761, Bg et passim.~—Hitcheock,
“Politique Platt”; pr. in part in Tudor Econ. Docs. 111 240.—Malynes, Lex
Mercatoria Part 1 chap. 45 (1st ed. 229).—Child 21.—Cary 165.
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in any case it is a fact that the aversion to idlehess and the
denunciation of it on principle were even stronger in Catholic
France than in Protestant England. A remark of Monichrétien’s
with the same purport has already been quoted. In an even more
picturesque expression, the same author called idleness “the
grave of living man”, Colbert exceeded all others in his con-
demnation of idleness. It is no exaggeration to say that his letters
are filled, from beginning to end, with the fight against sloth
({a fainéantise) hoth in his own particular spheres of interest, as
well as in the French provinces in general or in the French colonies.
Idleness was the unforgivable sin, When one of his brothers
became bishop of Auxerre, in which for various reasons he was
personally interested, he expressed the hope that the idleness
prevalent in the district would be strenuously attacked. This
attitude also accounts for his dishike of alms-giving and of church
activities in general. No doubt this was, to some exterr, a rcaction
against medieval tendencies, but the real explanation s probably
to be found in mercantlism itself. Mercantilism was indeed a
new religion, 2nd in deifying the state it opposed the medieval
religion, which had worshipped at quite other shrines. 3%

Child Labour

To the modern observer, the ideal of economic activity was
nowhere expressed so peculiarly as in the question of child labour.
The belief that child labour, whether mn fact or as an 1deal, was
a creation of the Industrial Revolution is a gross fallacy.

In the mercantilist view, no child was too young to go into
industry. Whereas from the beginning of the 1gth century
onwards, after tentative beginnings, stronger and stronger
measures were taken to limit child labour by law, under miercan-
tilism the power of the state was exerted in precisely the opposite
dircction, Here again Colbert is particularly typical of the
general attitude, He remarked on one occasion (1665), in words
which would hardly after all bec endorsed by modern psycho-
analysts, “Expericnce has always certainly shown that idleness in
the first years of a child’s life is the real source of all the disorders
in later life.”” In a decree of 1668 affecting the lace-making
industry in Auxerre, which was particularly dear to him, he

% On Puritanwm, see Tawney, Religion and the Ruse of Caprlahsm, 229 ff.,
260 —Montchrétien, Trawté de Poeconomie politigue 53, cf above, notr 2 —
A wealth of examples from the Enghsh lteratw. of mercantiism 15 found
m E A J. Johnson, Predecessors of Adam Smuth, 281-8g —Lettres de Colbert
il 209, 6Bo, 714 and note 1, 785, ITT 11 395, 406 note, VII 232, etc, of E
Levasseur, Husforre des classes ounnidres ef de Pwndustrie en France avant 1789,
(] 236 F
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commanded,‘\- in order to remedy such disorders, that all the
inhabitants of the town should send their children into this
industry at the age of six, on pain of a penalty of 30 sous per child.
Abcout the same time the Intendant of Alengon called the lace
industry in his district a “manna”, because it employed children
of seven and grey-haired old men. With regard to England it was
enthusiastically pointed out that the children there entered
industry at an even earlier age. In a popular poem about a great
cloth manufacturer of the second half of the 16th century, John
Winchcomb (called Jack of Newbury), probably published for
the first time in 1597, we find a lyrical picture of 150 children
sitting and cleaning wool in return for a wage “wondrous™ in
their eyes, while others “with mickle joy” attended to other
processes of cloth manufacture. A German memorandum of
about the same period {1581) asserted it as a recognized fact
that boys and girls were employed in the English cloth industry
from the ages of four and five onwards. The I'rench mercantilist,
Laffemas, in his description of the various plans which were being
discussed on the occasion of a great conference during Henry I['V's
reign (1604), sung a hymn of praise to the various inventions
because they enabled “small children” or “children of seven
years old and onwards’’ to earn their living.

In this respect, the observations made later by Defoe (in the
1720’s) are particularly interesting, and what has now been said
will show that it was not the outcome of post-mercantilist “‘capi-
talism”. They show clearly that in Defoc¢’s opinton such conditions
led to the greatest possible happiness of the population. In his
description of England in the years 1724 to 1726, he mentions
Norfolk, Taunton and the West Riding of Yorkshire, where
children of four and five could all earn their own livelihood. In
his Plan of the English Commerce {1728) he compared the prosperity
of the industrial districts with the “‘unemployed counties”, whose
only means of support was agriculture: “How many Millions
of People,”” he asked, *“arc kept in constant Motion, Men, Women,
and Children employ’d, Infants (so they may properly be called)
of five, six and seven Years of Age, made capable of getting their
own Bread, and subsisting by the Labour of their own Hands,
and a prodigious Wealth, accumulated among the common
People?” It goes without saying that the manufacturers then
considered themselves benefactors when they created such
employment. Several of them, for example, wrote in this strain
in a petition of 16g6, that, thanks to them, “the poor People take
in their Children from the Highways, and their Infant Idleness;
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and bring them to the Wool, and the Wheel; whéreat One of
Five Years of Age will earn 4d. a Day, and prove the better
Worker by having had so early an Experience thereof.”8?

Population

The population of the country was thus to be kept in industry
as far as was physically possible. But the further problem arose
of the optimum size of the population. On this point people were
not so unanimous, though the differences of opinions referred
less to the ideal to be striven after than to the presuppositions
and the means for its attainment.

Authors and politicians are to be tound who took up a sceptical
attitude regarding the desirability of an increase in population,
and even spoke of over-population; in fact, some went so far as
to doubt whether it was worth striving for the largest possible
population. Bacon is an outstanding example. His attitude can
be clearly seen in the statement of his quoted at the end of the
second part {v.s. II 45). But he stood almost entirely alone in
his insistence upon quality, as against quantity, of population.
Malynes har.P'y went as far, but even with him we find an almost
Malthusian dread of over-population. “For unless the three
Impostumes of the world, namely, Wars, Famine, and Pestilence,
do purge that great Body; all Kingdoms and Countries become
very populous, and men can hardly live in quiet, or without
danger.” Even a century earlier, Starkey had made Cardinal
Pole speak of the two-fold danger of scarcity of people and over-

3 Letires de ( olbert 111 11 395 —Proclamation of 1668 in P-M Bondors,
*Colbert et "industrie de la dentelle’” (Mémarres ef docunents pour servir d Phustore
du commerce ¢f de Dindustrie en France ed. J. Hayem., VI, Paris 19..5 2671, cp
293 —bec also Correspondance admimstratie sous Lows XIV (ed, Iwpping} 11
81y —Statement of 166 Fournals of the House of Commons X1 496 f , cp Thomas,
Mercanirfism and the East Indva Trade go f —Other examples Kulischer, Ailge-
meine Wrertschaftsgeschachte 11 187—go —The usual view 15 that chald labour 1s
of much greater antiquity 1n England than m France 1hs 15 certamly very
likely, but children of four years and upward were emploved in the domestic
industry of coarse woollen manufactures in Gévaudan, for example, according
to a deseription of 1098 (Levasseur, ap o1t 1T 323). The valuable staustics on
the Lyons sitk industry {pr. Godart, {'oueruer en sore 26) show a large number of
children even for the year 1660, 1n addition, be it noted, te the apprentices,
—"The Pleasant History of John Winchcomb” long extract in Ashley IT
255 f.—-German example. quot Ehrenberg, Hamburg und England e italter
der Kémgm Elsobeth (Jena 18g6) 160 f.—B. de T affemas, “Recverl presénté
av Roy, de ce qvi s¢ passe en I*assembiee du Commerce” - pr Archives curseuses
de 'hustorre de France, ed. M, L. Cumber & F Danjou, I Séne XIV (Paris 1837}
226, 297.—Intendant 1n Alengon: Levasseur Il 250.—Defoe, Tour Through the
Whole Istand of Great Britan {Everyman’s Library I 62, 166, I1 195).—Defoe,
Plan of the Englisk Commerce {repr. Ox{. 1928, 56, 69).
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population, ‘hough the former, it is true, was considered the
more important of the two. It was, in fact, at the beginning of
the 17th century, when Bacon and Malynes were writing, that
it was customary to speak of the over-crowding of population.
This led statesmen and writers to look with equanimity on
colonization simply as 2 means of getting rid of people who could
not maintain themselves and would otherwise take to vagrancy,
theft and murder and end their days on the gallows.

The second half of the 17th century was dominated by another
ideal, but it provides the best economic analysis before Malthus
of the problem of population. This is to be found—Ilikewise in
connection with a discussion on colonial policy—in Child. In
his view, the size of the population was entirely a function of
potential employment. “Such as our employment is for People,
so many will our People be,” he said, “and if we should imagine
we have in England employment but for one hundred People,
and we have born and bred amongst us one hundred and fifty
People; I say the fifty must away from us, or starve, or be hanged
to prevent it.”’ The reverse obtains according to him, if too many
people leave the country, “For much want of People would
procure greafer Wages, and greater Wages, if our Laws gave
encouragement, would procure us a supply of People without
the charge of breeding them.”’ 3

Broadly speaking, an almost fanatical desire to increase popu-
lation prevailed in all countries during the period when mer-
cantilism was at its height, i.e. in the latter part of the 17th
century; and as will gasily be seen, the clearly thought-out
argument of Child was not opposed to it. This partial change
of outlook must certainly be related to the fact that people were
more confident of the possibilities of increasing production, and
that the belief in the necessity of low wages had come to stay.
But though less unanimous, the desire for an increase in popu-
Jation at all costs had certainly existed at earlier dates, too,

¥ On the history of theories of population ep. €. E, Stangeland, Pre-
Malthusian Doctrines of Population {Columbia Univ, Studies in History, etc.
XXI: i, N.Y. 1go4), which is an accurate and useful, although a rather
mechanical, compilation ; and particularly bothof Beer's worksalreadyquoted ;
Origins of the Britush Colonial System ch. 2 and Gld Colonsal System 1 ch. 1,1ikewise
Furniss ch. 2.—The quotations in the text: Bacon, Essays: No. 2g in the 1625
edition (ed. Wright 122),—Malynes, Lex Mercatoria, Part I ch. 46 (15t ed. 234).
—Btarkey 46 f., 72 # passim; that he did not regard over-population a# a great
danger is seen in the fact that in his book Pole even proposes bounties on
marriage (148, cp. 74 1.).—Child ch. 10, esp. 186 ff. in the previously men-
tioned edition,
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notably in connection with_the aspirations towards 4 pure policy
of power. To quote two different authors of the middle of the
16th century, “In the multitude of people is the state of a King,”
said the one; and the other: “The King’s honour (as some men
say) standeth in the great multitude of people.””® It is equally
obvious that it was precisely this view which Bacon attacked.
From the second half of the iyth century onwards, this idea
became stereotyped, 5o to speak, and on occasions forced all
other considerations into the background.

In this connection, the unambiguous statement is frequently
to be found that wealth itself consists in the largest possible
population. Child, for example, wrote, “The Riches of a City,
as of a Nation, consisting in the multitude of Inhabitants . . .7
Roger Coke, normally one of the most independent of mer-
cantilist thinkers, stated “Greater numbers of people increase
strength”; and again, “Greater numbers of peoplc improve
Trade.” The author of Britanma Languens puts the point even
more emphatically: “People are therefore in truth the chiefest,
most fundame .tal, and precious commodity.” Davenant always
reverted to the same gospel of the wealth of a country, expressing
it, for instance, as follows: “Pecople are the real Strength and
Riches of a Country”; “we see,”” he continues, “how Impotent
Spain is for want of Inhabitants, with their Mines of Gold and
Silver and the best Ports and Soil in the World.”

The idea, with the examples given in illustration of it, was
not peculiar to kngland. Among the Germans it was Becher
who expatiated at length upon the necessity of populousness
{Populosital), The actual starting-point in his chief -ork, the
Politische Duscurs, was *‘a populous, rich commonweal”, and he
followed up this definition, which he emphasized in large type,
with a sixteen-page commentary. “The most exalted n.axim for a
state, a city or a country should be a populous productiveness™:
““. .. the purpose of civil society {which should consist in a large
number of people}”; ““. . . the foundations of a country consist
in a large number of common people and much money’—a true mer-
cantilist combination. Becher’s view of the relationship between
the wealth of a country and industry may be seen from the
following statement, which may be considered the antithesis
of the Malthusian theory: “‘Sustenance, :av I, is a fishing rod
or a hook for enticing people.” His chief objection to monopoly,
too, was that it led to depopulation, because it allowed a single

¥ “Polices”, etc.: pr. Tudor Econ. Docs. 11T 314.—Latimer, Sczen Sermans
before Edward VI (Eng. Reprints, ed. E. Arber, Birmingbam 1864, 40).
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individual tb amass enough to provide for a large number of
people. In the same way his brother-in-law, Hérnigk, considered
the primary function of the state to be the creation of as large a
population as it could possibly maintain ; and so on and so forth .4

French economic literature is fairly meagre in the 17th century,
and so few observations are to be found there on this point. But
in actual practice, France surpassed all other countries in its efforts
to stimulate the increase in population by all conceivable means.
Utterances of statesmen and their colleagues to that effect are
nowhere so prolific as in that country.

Thus in 1666, an Act sponsored by Colbert prescribed that
young men who married before the age of twenty were to be
exempt from the faille until the age of twenty-five, while those
marrying before twenty-one were to enjoy the same privilege until
the age of twenty-four. The same law granted various con-
siderable tax-exemptions to the father of a family of the taxable
classes with ten or twelve children, of whom none were to be
priest, monk or nun. With regard to the non-taxable classes, the
father of a family was, under the same conditions, allowed an
annual pension of 1000 to 2000 lvres in the case of a nobleman
and half that amount if he were a bourgeois. In the previous year,
Colbert had already attempted to regulate the dowry system,
so that parents should no longer be induced to send their
daughters into convents, but should marry them off. A decree of
1669 applying to Canada prescribed essentially the same rules
as the original Jaw of 1666, except that it gave preference, on
certain considerations, .to those who had most children, and
imposed fines on fathers who did not marry off their sons before
the age of twenty and their daughters before the age of sixteen.
The correspondence of Colbert and his successors with the
colonial officials reveals the well-nigh fanatical fervour of the
attempts to force up the numbers of the population. “An Intendant
must not believe that he has done his duty unless he has made
sure of a yearly increase of at least 200 families,” wrate Colbert
to the Intendant in Canada and enjoined him to take care
that boys marry between the ages of eighteen and nineteen and

4 Child: Preface, chaps, 2 and to (prev. cited ed., unpag. 88, 179),—Coke,
Treahise | 2, 10,—Britanma Languens ch. 14 (18t ed. 238}.—-Davenant, dn Essay
upon Ways and Means of Supplying the War (1701 ed. Lond, 140 fL.}; cp. Dus-
courses upon the Publuk Revenues 1Y 195, Essay upon . . . the Ballance of Trade
79 ¢l pasnim.—Becher, Politische Dhsewrs, passim (1673 ed. 2, 11013, 305-31,
584—my itahics).—Hornigk, Oesterreich uber Alles, wann es nur unil, ch. 9, Rule 3
(1723 ed. Regenab,, 30).
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girls between fourteen and fifteen (1668). “You mast find ways
and means of making all the inhabitants marry who are in a
position to do s0” was the injunction to the Governor-General
of Cayenne in 1671. Whole boatloads of young girls were shipped
across t¢ increase the marriage frequency. Soldiers who refused
to marry these girls were punished. In the same spirit, an official
in France, too, wrote to the minister of finance at the beginning
of the 18th century that it was reprehensible to allow a number
of children to die who might later populate the country. Another
proposed a payment of 30 lwres for each marriage concluded,
for which he gave the exquisite reason: “since this assistance
will be given only to young people, it is not entirely uscless to
the state, for it will supply subjects at a cheap price” { fourmt des
rwets & bon marché, 1711 ; 1talics mine).*’

Measures such as were taken in France were also demanded in
other countries, but they were somewhat alien to he general
spirit of English and Dutch statecrafi, For this reason they were
not put into eflect. But instead, these and other Protestant
countries viedd with one another in atiracung foreign workers,
particularly Huguenots, after the repeal of the Edict of Nantes,
as well as, for example, Jews. Enghish authors of the latter part
of the 17th century {requently and vigorously asserted that
England should become a “general Azilum” {Davenant), and
should concentrate on naturalizing the foreigners, The foreigners
often met with opposition from craftsmen and traders organized
in gilds, and this was one of the reasons why economic reformers
so distrusted the old system of internal industrial regulation,
Even the import of negro slaves was sometimes regirried from
the same standpoint. It will casily be scen how this eagi ness to
attract foreigners was buased upon the absence ot nationalism,
in the proper sense of the term, and the concentratica upon the
state as the object of economic policy, as was pointed out at the
beginning of this volume. The changed attitude upon this point
explains the contrast with the present treatment of aliens. At the
same time, all countries alike tried by cvery possible means to
prevent the emigration of their own subjects. There 15 no doubt
that in the second half of the 17th century, they all held essentially

t Edict of 1666 pr. Rec. ¢ anc los frang., ed. lsambert (see above, Pt 1
ch. 5 note 13) XVIII go- 3 —Dowrics ete.: Letires de Colberi V113 { —160g
ordinance pr. 16, I, n b57.~ Colomal correspondence b I 15 403, 4081,
412, 446, 449, 451, 513, 526, etc,, etc ; on the perwod after Colbes, e g. Corr,
admimstr. (ed. Depping) 1 593 ff., bo4, #tc.—-Statement o 1717, pr. Correspon-
aance des rontréleurs généraws (cd. Baishisle & Brotonne) 111 Nos yr4 and 1178,
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the same vidws on population. These views were typical, more-
over, both in the subsequent period and partly also in the
previous, although there they had not been so unanimous. 4

It is natural to wonder how the notion that there could never
be too great a population could ever be reconciled with the
anxiety concerning the insufficiency of employment. In actual
fact, this contradiction was never resolved.

Mandeville, in his Fable of the Bees (1705, 1714, 1723 and 1729),
was especially inconsistent on this point. On the one hand he
demanded a larger population. “We have hardly Poor enough,”
he said, “to do what is necessary to make us subsist.”” He believed,
quite rightly, that a large number of improvements, canal
works and draining, could be carried out, so that more hundreds
of thousands of poor people could be employed than actually
existed in England and, in fact, for more than three or four
hundred years. On the other hand, however, his provocative
essay on the indispensability of human vice for the existence of
society was based on the idea that without such vice there could
not be sufficient employment. Why could not the people, in his
opinion, be used for improvements instead of vices? It is im-
possible to say: the first-named idea had simply been lost sight
of. He repeated the second idea in a later addition to his book:
“Such is the calamitous Condition of Human Affairs that we
stand in need of the Plagues and Monsters I named . . . in order
to procure an honest Livelihood to the vast Multitudes of working
poor.”

The contradiction was less clearly expressed in the majority
of authors. They may probably be considered to have meant that
any number of people could be employed in a country so
peculiarly blessed by nature as, in their opinion, their own
particular mother country was, if only economic policy were
properly administered and above all, of course, it their own
favourite ideas were put into practice. For the most part their
solution of the unemployment problem was workhouses and
poorhouses, which, on the one hand, were to provide the employ-
ment required by the people and, on the other, to maintain their

% Examples for all this, rsp. Child {ch. 7 and passim), Cohe, Treatise 1
passim, partly Davenant, e.g. Discourses, etc. 1§ 202, hkewisc—on the negroes
~{J. Pollexfen), A Fiscourse of Trade, Coynt, and Paper Credit (Lond. 16g97) 87,
and [W. Wood], 4 Sureey of Trade (Lond. 1718) 191; further, the material
given by Beer; on the practical palicy esp. Cunningham, Afwr Immigrants
to England (Lond. 18g7) ch. 6 and his prev. mentioned wark 117 § g and also
the wider literature on the immigration of the Huguenots; cp. also below

o3 fF,
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diligence, the absence of which was considered tHe chief cause
of unemployment.

In any case, the difficulty of procuring employment never led
the autl30rs of the end of the 17th century to revise their jdeas
on the suitability of the largest possible population. When
advocating an increase in population, it is true, they always
referred to the fact that the population must also be maintained,
that society, to use one of Becher’s expressions, must be
“nourished” (nakrhaft), but beyond this they did not trouble
themsclves. At the most they believed that sther countries must,
for this reason, be careful about increases in their population.
Thus Davenant, for example, <omes to the following typical
conclusions: *There are indeed Countries, to whom their full
Complement of Inhabitants would be dangerous, and subject
them to frequent Famines in bad and unscasonable Years for
Corn. As for Example, if France had as many People ay the
Land will feed in times of commaon Plenty, half of em must have
perish’d  during their late Dearths fur want of Bread” [this
was writtes, i +8gg] . . . ; “but England (with any moderate
Care) is not liable to such a Fear, tho’ its present Numbers
should even be doubled.” The fact that he argues that the hated
cnemy country cannot increase its population any further proves
how important such an increase was considered. As we have just
seen, the cfforts to increase the population in that country,
which Davenant regarded as particularly unsuitable for such a
policy, happened to be especially determined, *3
1 he connection wath low wages

If, then, during the heyday of mercantilism the demand for
as large a population as possible and at the same time ror the
maximum possible supply of labour never abated, the question
arises whether the protagonists of this policy were clear in their
minds that it would inevitably lead to a decrease in wages.
Even without proof it might be safely assumed that they did
see this point, for it was a picce of cconomic reasoning of the
kind which progressive minds, even at that time, could easily
grasp. But in fact there are a number of explicit statements to
this effect. Even if they arc not very numerous, they indicate
none the less that the point was perceived.

** Mandeville, Fabie of the Bees: **.An Fssay on Chanty and Charity Schoals”
and “A Scarch into the Nature of Socicty’ respectively {ed. Kaye. T 301 f.,
318, 3455 15t ed. T 3475, 364, 410 { j.—Workhouses and Poorhouses: Webb,
Fnghsh Poor Law History | ch. 4 and Furniss ch. 4 & 5— Dasenant, Essay
upen . . . the Ballance of T7. 79F. .

Vor 1§



164, MERCANTILISM AS A SYSTEM OF PROTECTION

Child’s stitement, quoted above, to the effect that “much
want of People would procure greater Wages” proves that this
was so. And writers other than so clear-minded a person as
Child also recognized it. The author of Britannia Languens was
not endowed with too much perspicacity, but he too had the same
idea, and it was on this that he based his advocacy of low wages.
“The odds in Populacy must also produce the like odds in Manu-
facture,”’ he wrote; ““plenty of people must also cause cheapness
of wages; which will cause the cheapness of Manufacture; in a
scarcity of people wages must be dearer, which must cause the
dearness of Manufacture.”” In an author who saw the principal
wealth of the country in the size of its population the argument
is quite clear. Pollexfen some years later (1697) reckoned that
every worker represented a profit of £5 sterling for the nation
and that the want of such people, “‘as it hath made Servants
scarce for Labour, so it hath advanced their Wages, which doth
fall heavy upon Land and Trade, and the advance of Wages
hath proved an inducement to Idleness”. Mandeville, as usual,
puts the matter the most provocatively. One of his many cbser~
vations on this point is of particular interest because it places
labour on a par with the other factors of production, which is
the point from which I set out in my discussion on this question.
*““Would not a Wise Legislature,” he says, *‘cultivate the Breed
of them (the workers and poor) with all imaginable Care, and
provide against their Scarcity as he would prevent the Scarcity
of Provision it self? . . . From what has been said it is manifest
that in a free Nation where Slaves are not allow’d of, the surest
Wealth consists in a Multitude of laborious Poor.” He thus
asserted the necessity of a plentiful supply of labour. He made it
equally clear that this went hand in hand with an utmost
limitation in wages, when he stated, “"as they (i.e. the working
population) ought to be kept from starving, so they should receive
nothing worth saving. . . . It is the Interest of all rich [sic] Nations,
that the greatest part of the Poor should almost never be idle, and
yet coatinually spend what they get.” ““The Poor should be kept
strictly to Work, and that it was Prudence to relieve their wants,
but Folly to cure them.”*¢ As was always the case with Mande-
ville, he stated here what most people of his time were thinking,
but in a way that made them wince. That was the secret both
of the indignation he aroused and the difficulty of refuting him.

*44 Britannia Languens ch. 7 (15t ed. 153 1.),—Pollexfen (see above, note 43)
¢47.—Mandeville, ap. it : Remarks Q & Y, “Essay on Chanty”, etc. {ed,
Kaye, 1 1g3f, 24871, 287, isted 1 212 280, 32710 Scc helow |1 466-7,
Addendunm %q
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The demand for a dense population was thus egjablished and
low wages were regarded as its result. But at the same time we
may observe the existence of another view of the refationship
between the level of wages and the supply of labour. This view
takes account not of the size of the population but its willingness
to work. According to it, in contrast to the previous, the wage
level was not aneffect, but a cause, of the size of the labour supply.
The 1dea is not unknown in medern theory; for it is often
reckoned to-day that higher wages produce greater willingness
or greater skill. On certain conditions, we have then what may
be called, to use a somewhat abused cliché, an economy of high
wages. But strange as it may seem, the mercani:lists sought the
connection between the wage level and the willingness to work in
precisely the contrary direction To reduce the doctrine to a brief
formula, we may say that it was an economy of low wages. The under-
lying idea was that high wages had no other effect than to
drive the workers into sloth, drunkenness and other vices For
this reason, according to the statements of many mercanubst
writers, th= « jre people were paid, the less they worked Furniss
calls this “the doctrine of the utility of poverty' . This covers the
situation, if—to turn aside from the main pomnt for a moruent- -
it is only remembered that this utihty of poveriy 15 something
quite different from its utility in medieval asceticsm, where
poverty opened the door to everlasting salvation Of the many
examples, which are nearly all given in Furmss, only one need
be repeated here. Sir William Petty, who had no private interests
to bias him in favour of employers, and who had a better scientific
culture than most writers of the Restoration period, rlaborated a
project for the storing of corn by the state in year. of good
harvest. He gave the following reason for his propesal. He had
heard from <loth manufacturers that in years in which the
supply of corn was great, labour was dear. The increase 1n wages
obtained by the workers under such conditions was to be pre-
vented, according to Petty, by raising the price of corn in the
way which he suggested. This example 15 really <ufficiently
characteristic. 4%

Connecting the two points of view, we see that they could
easily lead to the goal of mercantilism—increased export of the
products of labour, In both cases the ~ffect would have been
on the one hand, increased labour services and on the other,
lower labour costs. One could then justifiably expect the in-

% Petty, Polthical Arsthmetick ch, 2 (Econ. Wrtings 1 274 1 ).—For the rest,
Furniss ch. 6.
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creased supply of products to find foreign buyers. To this extent
the argument therefore held good.

There is, however, another point. The very aim of increased
wealth, pursued by mercantilists with such ardour, necessarily
led to effects which, in their view, would cancel this result, for
wealth was considered the mother of all idleness, Colbert
remarked on one occasion on “‘the idleness of the Spaniards, an
effect of their riches”. Mun said “As plenty and power do make
a nation vicious and improvident, so penury and want do make a
people wise and industrious.” They must have considered it very
important therefore to prevent such a state of affairs. If wages
could be kept low, there was some prospect of avoiding the
undesirable effects of riches.4*

The conclusion at which they arrived was therefore this: wealth
for the nation, but wealth from which the majority of the people
must be excluded. Possibly, even probably, they thought, in all
good faith, to provide riches in this way for the state or the
monarch, for common military and other political purposes.
Interpreting it less sympathetically but probably no less ade-
quately, we may deduce at the same time some other purpose
than this. It approximates suspictously closely to the tendency to
keep down the mass of the people by poverty, in order to make
them better beasts of burden for the few; not only de facto but,
as we sce here, deliberately and with set purpose.

That this was so is already evidenced by the fact that the
claims of private peoples’ servants for higher wages were almost
always condemncd. So independent an author as Roger Coke,
for instance, attacked the whole Poor Law legislation of Elizabeth
because it “‘encourages wilful and evil-disposed persons to 1mpose
what wages they please upon their Labours”—"excessive wages
of servants as well as labourers”. Mandeville was indignant at
the demand of servants for wages and was of the opinion that
they required no money remuneration at all—“but what does
them hurt as Servants”, for they after all received their keep.
The same motive recurs in the dislike for all measures tending
to lead to the education of the masses. Pollexfen, for example,
wrote, “How much the breeding up the Children of poor
people to Learning and Scholarship hath conduced to their
avoiding of Labouring Employs may well be considered;
for few that have once learnt to Write and Read, but evher
their Parents, or themselves, are apt to think that they are fit

8 Letives de Colbert V11 232.—Mun, England’s Treasure, etc, ch. 19 {ed. Ashley
100),
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for some preferment, and in order to it, despise gl Labouring
Employments,”

In the 1723 edition of his book, Mandeville added an Essay
on Charity and Charity Schools {from which some of the previous
quotations have been drawn) and with even less ambiguity he
expressed the same point: “the People of the meanest Rank
know too much to be serviceable to us [s1c)”; and then again,
*“Jo make the Society happy and People casy under the meanest
Circumstances, it is requisite that great Numbers of them should
be Ignorant as well as Poor.” #?

This attitude towards labour was velated both to the past
and to the future. Looking backward, it was bound up with the
idea of a suitable subsistence and the inferiority of the masses
to the privileged classes—both medieval ideas. With practically
insignificant exceptions, all official wage-fixing therefore pre-
scribed maximum wages. Out of every ten interfesences with the
relationship between employers and employed, at lcast nine were
in the interests of the employers. The authorities penalized
workers’ nssc Liations and strikes, but closed their eves to corre-
sponding action on the part of the employers. This was true
particularly of the French administration, whereas in England,
the tendency at that time was to some extent different—as we
have shown in the sixth chapter of the first part—and even later
was never quite as one-sided as in France. But there is ne doubt
at all that the state everywhere exerted its influence on the side
of low wages and unfavourable conditions of work. Mercantilism
inherited from the past the tendency towards Jow wages and
abundant supply in the labour market.

In addition, ihis tendency encountered corresponding cffort on
the part of the ncw, politically and socially influential, capitalist
employers, and was to that extent in alliance with the forces that
were daily gaining in strength. The quotations cited aboyve, from
the writings of mercantilists and the remarks of statesmen, belong
in the main to the 17th century and in no case go beyond the
year 1730. It appears that the point of view just described gained
ground in the course of the 18th century, especially among so-
called practical people. A host of illustrations could be quoted;
but as this view is much better known than the connection with old
ideas, one very characteristic instance 1oy suffice. It consists of
a long extract from a memorandum of 1786 to the sitkk manu-
facturers of Lyons, written by a co-manufacturer named Mayet.

7 Coke, Treatse 1 75.—Pollexfen 47.—Mandeville, gp. at.: “Essay on
Charity", etc. {ed. Kaye I 288, 302, 305, 15t. ed. 1 328, 345, 350).
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Through him we see that, in spite of his deliberately challenging
and paradoxical way of stating the matter, Mandeville was
merely expressing what was at the back of many people’s minds.
Mayet wrote:

“In order to assure the prosperity of our manufactures it is necessary
that the worker should never become well-to-do (ne s'enrichisse jamats),
and he should have no more than he actually needs to feed and clothe
himself properly. In a certain class of people, too much well-being
lessens industriousness, and encourages idleness with all its attendant
evils. As soon as the worker acquires a measure of well-being, he be-
comes particular in his choice of work and in the matter of wages. . . .
If necessity ceases to compel the worker to rest content with the
wages offered to him for his employment, if h= is able to free himself
from this kind of slavery, if his earnings exceed his needs to the extent
that he can maintain himself for some time without the labeur of his
hands, then he employs this time to form an association. . . . Tt 18
therefore very important that the manufacturers of Lyons keep so
strict a hold on the worker that he must always work; they should
never forget that the low price of labour is useful not only in itself,
but even more because it makes the worker more active, more indus-
trious and more effectively subject to their will.”"4#

High wages

The tendencies outlined above were not, however, the only ones
during the period of mercantilism. Here and there high wages
were also advocated, and some of these cases show that the
fundamental tenets of mercantilism could be used for that
purpose also. It is true that many statements to this effect are
too aphoristic to affcrd any insight into the arguments on which

4 Eengthy extract 1n Godart, L'ouvrier en sowe 266 f.~-On the French policy,
sce the Literature quoted in Part 1 ch. 5 above, esp. Hauser, Quiriers du temps
passé and Travailleurs et marchands de !'ancienne Framce, also Martin, La grands
wndustrse sous Loms X V. Tn a letter of 1915 {pr. Corresp. d. contr, gén., ed. Boishale
& Brotonne, 111 No. 1866) the Intendant at Berry reports on what to him
were unwarrantable wage demands which the day labourers were abie to
make, berause the great mortality during the war had lowered the supply
of labour. They asserted “aver arrogance” that the masters had had their chanee,
and that now their turn had come. The servants demanded “des conditions
ridicules,”” e.g. they wanted white bread. French writers whao took up a con-
trary attitude, however, are not entircly lacking, particularly among those
with pro-reform tendencies in the French admunistration of the 18th century
{examples: Levasseur, Hust. d. ol ouvr. av, 178g 11 834 ff.; Martin, op. e, 325},
—Furniss, esp. ch. 7, should be consulted for the English literature of the end of
the 18th century. An essay of 1770 which he quotes frequently, ds Essqy on
Trade and Commerce (ascribed 1o onc W, Temple), shows a high degree of simi-
larity to the argument of Mayet, see, £ g., Furniss 147.
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they are based. They are therefore interesting only,‘to show that
such variations also occurred. One of the recreants was Child.
An opponent of his on the question of lowering the legal rate of
interest had proposed to introduce a law designed “to retrench
the Hiré of Poor Men’s Labour”. Child attacked him with the
comment that it was “an honest charitable Project, and well
becoming a Userer”, Child then declared that the Dutch paid
higher wages than the English and for this reason Holland was
able to attract people: ““Where ever Wages are high universally
throughout the whole World, it is an infallible evidence of the
Riches of that Country,” and wwee versa. Even more summary
was Davenant’s declaration that in a poor country, interest is
high, land is cheap, and the price of labour and food likewise
low. 4

Apart from these more occasivnal utterances, two further
arguments of great theoretical intercst were put frrward, The
first concerned the very fundamentals of the protectionist system.
The “‘gospel of high prices” was even extended to labour as a
productive fa~tor, thus illustrating the tendency of immanent
principles to assert themselves. Concern tor sales made the worker's
purchasing power, ¢rgo high wages, appear desirable—the same
principle, that is, as has become decisive in modern economic
policy. This notion is naturaily to be found chiefly among those who
saw a kind of perpetuum mobile in sale itself or 1n exchange. It can
hardly be demed that this view followed more logically from the
basic idea than the conclusion which advocated “luxury’ as the re-
flection of the welfare of saciety, but at the same time endeavoured
to keep the masses as badly supplied as possible. Mardeville took
the greatest trouble to refute the criticism levelled arainst him
that his objective must really be luxury for the poor, too. The
main representative of the opposite, and in itselt more consist-
ent, view was his contemporary John Cary, the Bristol mer-
chant, whose hook appeared rather earlier (16g5). It may be
noticed in passing, as a reminder to the believers in the Marxist
interpretation of history, that there could be no reason, from their
point of view, why a Bristol merchant should be more favourable
to the English working classes than a Dutch medical man like
Mandeville; but in this case he was, and the reason must be
sought in another quarter than that in which Marx and his
followers have been accustomed to look.

Cary delivered himself of the proposition that ‘‘Both our
Product and Manufactures may be carried on to advantage

* Child, Preface (unpag.).—Davenant, Ducourses, ctc. 1 21,
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without runring down the labour of the Poor”, and marshalled
two reasons in particular in support. First he cited the labour.
saving, technical innovations of which, as we have seen above,
he was a convinced advocate. To him they were a solution of
the problem as to how high wages could be paid without adversely
affecting sales. The scope of his argument would have been even
wider if he had recognized a causal connection here with high
wages. The second of his reasons was of a theoretical character:
he demanded the application of the “gospel of high prices” all
along the line. **Nor am { of opinion,” he said, “with those People
who think the running down the Prices of our Growth and Pro-
duct . . . is an advantage to the Inland Trade of this Kingdom,
but on the contrary I think 'twould be better for it if they were
sold higher than they are. . . . To prove this, let us begin with
the Shop-keeper or Buyer and Seller, who is the Wheel whereon
the Inland Trade turns.” Cary then assumed that the price of
goods dealt with by the retailer, particularly food-stuffs, was
increased between the buying and the selling by about £25 to
£30 per annum. “But the Consequence thereof tn the Profits of
his Trade will be much more; for by this Means the Farmer
may give a better Rent to his Landlord, who will be enabled to
keep a more Plentiful Table . . . and carry on a greater Splendour
in every thing. The Farmer according to his conditien may do
the same and give higher Wages to the Labourers employed in
Husbandry, who might then live more plentifully, and buy
new Clothes oftener . . .; by this means the Manufacturer would
be encouraged to give a, better price for Wool, when he shouid
find a Vent as fast as he could make; and a Flux of Wealth caus-
ing variety of fashions would add Wings to Men’s Inventions. . .
this likewise would encourage the Merchant to increase his
Exports . . . by which regular Circulation Payments would be
short, and all woenld grow rich.”*® The notion that general wealth
arises through everyone paying something more to everyone
else is as typically mercantilist as one could wish, and it demon-
strates how in this way people could come to oppase the demand
for low wages. Low wages were not only unnecessary because
everybody could he well off, but they were directly obstructive
from the selling standpoint, because nothing ought to be cheap.
Interesting as this is—economists following the events and
reasonings of the past few years would probably call the view
“reflationist”——Daniel Defoe may be said to have made some

% Mandeville, op. at.: Remark Y.—Cary, Essay on the Stale of England, etc.,
143-50.-—My italics.—cp. above I 119,
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observations very like those of liberalism. He was, without
exaggeration, a precursor of the notion of the ecoﬁomy of high
wages, which, incidentally, was excellently suited to his almost
“American” optimism and his chauvinistic selffsatisfaction in
economit matters, In A Plan of the English Commerce {1728) he
declared that English people enjoyed higher wages than others,
and yet produced more work, because they lived better and
could thus work with greater pleasure. This he regarded as the
fundamental rcason for the superiority of English industry,
whose culogies he sang from the first to the last page of his book.
His optimistic belief in higher wages, however, also had another
and more important aspect. He went so far as to deny categorically
the fundamental mercantilist idea that a country might become
rich through the poverty of its people. This 1s 2ll the more
astonishing since otherwise Defoe is not far removed in his out-
look from that of Cary, as, for example, when he savs that “one
Hand washes t’other Hand, and both the Hands the Face”, It
is possible that his criticism of mercantilism was felt, though not
uttered, bv ~ther opponents of the cconomy of low prices, but to
my knowledge it was never before expressed ncarly as lucidly
as by Defoe.

Defoe first spoke of China, India and the other Far-Eastern
countriecs with their incredibly cheap manufactures and their
resultant greater sales. But the result in his opinion 1s that “the
People who make all these fine Works are to the last Degree
miserable, their Labour of no Value, their Wages would fright
us to talk of it, and their way of Living raise a Horror in us to
think of it”’. He then applies the argument : *“If then these Gentle-
men,” he says, ‘‘who are for forcing the Consumptizn of our
Manufacture in England, (or in any of those Countries in
Europe where they work cheapest,) by their mer~ Cheapness,
are content to reduce the wages of the People that make them,
to the rate of those in China or India, there is no doubt they
might increase the Consumption and sell off the Quantity;
but what would be the Advantage? They would sell their Goods and run
their People ; the Benefit of which in the Gross, T confess 1 do not
understand.”#1

Defoe thus really revealed the vital contradiction in the mer-
cantilist ideals concerning wages. If he has not plagiarized some
author unknown to me, then, fresh and vigorous, though
decidedly superficial, a writer that he was, he exposed the incon-
sistency of the view which so many people had held before him

' Defoe, Pian, etc. <h. 1 (repr 1928, 47, 49 1. mahes mune)  This 13 not



1732 MERCANTILISM AS A SYSTEM OF PROTECTION

and were to hold after him, With the eyes of the unprejudiced
child he recognized here the essentials; he saw, like the child in
Hans Andersen’s fairy tale, that the emperor was not wearing
any clothes. Fut apart from the question as to whether the
criticism really originates with Defoe or with some earlier writer,
it none the less attacked what was, in practice, one of the most
important doctrines of mercantilism.

It is a strange accident that the criticism of the economy of
low wages assumed two so very different theoretical forms at the
same time, On the one side, the typical mercantilist ideas were
followed through to their logical end and it was found that
wages must be high with a view to sales. Of course an increase in
wages based on these motives would have been completely
illusory. On the other hand, it was denied that selling was the
final goal of economic activity and instead, the material
welfare of the people was put forward for consideration. The
latter outlook had its eyes on economic realities and finally led to

Adam Sruth,

to maintain that Defoc always expressed himself in this way; it v very
possible that he had considerable assistance with his voluminous productions.
P. W. Buck. The Politics of Mercantihsm {(N.Y 1942) 92, quates one of Defoe’s
works which 15 unknown to me. The Great Law of Subordination Consider’d
{Lond t724) as follows: “The advance of Wages . . . is the support of all
the Insolence of Servants, as their run’d manners is the Spring of it ™



PART IV

MERCANTILISM AS A MONETARA SYSTEM






THE CONNECTION BETWEEN MONETAZY POLICY
AND COMMODITY POLICY

That the dictum *‘wealth consists in money, or in gold and silver”
was the real core of mercantilist theory was certainly Adam Smith’s
view when he placed it at the head of the fourth book of his
Wealth of Nations, even though his detailed criticism of mercan-
tihsm in the pages that follow also attacked many other aspects
of that theory. For a long time, Adam Smith’s was the generalty
accepted interpretation, but the research of the last three-quarters of
a century has led to a revision of judgment especially in this respect.

This much, however, was true in the descriptions of the earlier
critics of mercantilism, that moncy and the precrous metals
occupied a central position in the mercantilist ideology and
economic policy. There are few mercanulist writings that arc not
mainly praoc «pred with what is usvally known in English
works as “treasure”, which was without exception synonymous
with moncy or precious metals. Thomas Mun’s second and post-
humously published work England’s Treasure by Forratgn Trade
(1664) has been regarded by later gencrations as the chief expo-
sition of these theories. C'onsideration for precious metals was the
constantly recurring motive of economic legislation and adminis-
tration. It also influenced, mare or less openly, the three closely
allicd fields of forcign policy, colonial policy and vovages of dis-
covery. In fact, the hope of discovering gold and silier mines
became one of the chief driving forces in the expansion ot [ uropean
peoples to other parts of the world. When it was seen that Spain
alone had discovered the philosopher’s stone, so to speak, trade
with the Spanish mainland and her colonies became the chief
factor in economic policy, while attacks on Spain’s silver fleets
by piracy and on her stocks of silver by diplomacy, bribery, and
smuggling became a primary intercst. If trade in other directions
offered greater possibilities, these were regarded merely as a
means of indirectly acquiring control over the flow of silver from
Mexico and Peru and so letting the couniries without mines of
their own “abound with gold and silver” For this reason, too,
the theme was always *The life of commerce and trade is money™.
This is far too obvious to require further alluding to.* The question

! The fallowing references may suffice. )
In view of the statement of Miss Lamond, the editor of the modern edition
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that should pe investigated is, rather, why “treasure” occupied
so central 2 place in mercantilist theory, and what this
signified.

A tight holc}%on money and the prccmus metals and the fear of
losing them was thus one of the main aspects of mercantilism.
But it does not follow that mercantilism differed in principle from
the outlook of earlier times. It is certainly true that these factors
occupied the thoughts of the mercantilists and influenced their
economic policy to a greater degree than ever before (or after);
but the medieval policy of provision, together with its measures
against the export of the precious metals, demonstrates that even
before the period of mercantilism, these were regarded in just the
same way. If, then, the underlying attitude towards money and
the material from which money was created did not alter in the
period between the Crusades and the 18th century, it follows that
we are dealing with deep-rooted notions. Perhaps the same

of {Haies’) Discowrse of the Common Weal of this Realm of England (1540) that the
book contains no sign that exaggerated importance is placed on “‘treasure”,
and that such exaggerations were altogether less common than is assumed
{170}, it is interesting to point out that the word “ireasure’ occurs more than
fifty times in this book of 190 small pages of text, sometimes four or five times
on the same page (cp. the—incomplete—list in the index under *“Treasure’}.

On the conception of trade with Spain, Colbert’s instruction of 1679 to the
Ambassador in Madrid is particularly significant (pr. Lettres de Colbert 11
700-703), but the whole of the rest of his correspondence, too, demonstrates a
like interest (e.g. 5. II 421 and notc g, 488, 519, 659, Ggo, cte.). —A. Serra,
Breve trattato delle cause che possono fare abbondare It regm d*oro ¢ &’ argento dove non
sono mnere (1613).—“The Life of Commerce and Trade is Money", e.g. in
the Instruction to the English commission of trade of 1622 (pr. Foedera, ed.
Rymer, sst ed. XVII 414).

There is a great dangsr, in giving an historical presentation nf theories and
doctrines, of basing it on quotations torn from their contexts. This has led
me in this part to keep more strictly than usual to those writings to which
I have had access in the original. They are, in the first place, such as can be
found in Swedish librarics ; but I have been able to supplement them through
visits to the British Museum, the Goldsmiths® Library, and the Bibliothéque
nationale. It may be said that the outstanding features of the mercantilist
doctrines arc blurred, rather than distinguished, through taking note of every
crank who was able to put his views into print. If my method has led 10 any
arbitrariness in the chaice of authors quoted, I hope, at least, that no aspect
of importance to my presentation has suffered from it—For thd modern
literature on the subject, I refer the reader to an appendix at the end of this
part—Since the authorship of the less outstanding anonymous writings is
not a major consideration, I have thought it better not to enter into closer
investigation on such points; in general, I have employed the names accepted
in modern treatises, even when I was not convineed of their accuracy, With
anonymous works, the names are placed in square brackets.
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notions have persisted even beyond the 500 yeary included in
that period, even though not nearly to the samcrjiegrcc as the
“fear of goods’.’. The fact that during World War [ most bel-
ligerent countries were loth to part with their sf,jcks of gold in
exchange for the most indispensable commodities is clear evidence
that the leading politicians still clung to the notion that precious
metals far outweigl} everything else, or at any rate that they
asctibed such a notion to their countrymen. With the exception
of the period of laissez-faire, no age has been free from these ideas.
It was only the unique intellectual tenacity of laissez-fare that
for a time overcame the beliefs of the “natural man” on this
point, Mercantilism thus meant primarily that, under the pressure
of the new intellectual enlightenment in various spheres, people
were, for the first time, directing their deliberate attention to
aims which they had long cherished unreflectingly, and which
the new intellectual ferment invested with a hithert undreamt-
of significance.

For the same reasons we must exercise the utmost caution in
attempting 1> interpret mercantifism in the light of certain
specific monetary conditions and circumstances obtaining 1n
the 16th and 17th centuries. As we have already indicated in
passing, in the first part, the circumstances of the time were not
decisive. The monetary system and the position of the precious
metals underwent a complete change in this period; it was,
at least in many countries, the period of transition from a pre-
dominantly natural to a predominantly money economy, and
at the same time, from an insignificant to an extremely abundant
silver production. But the basic conception of monev and of the
role of the precious metals was not altered by this An il'vminating
example to the point is to be found in a polemic around the
Saxon coinage system of the period about 1530, The argument of
one party is in the last degree “‘mercantilist’” and at the same
time it unconsciously fixes its own origin as dating from the period
preceding the great changes, since it includes Spain among those
countrics with no silver mines of their own *

One part of these great changes in cconomic hfe, the transition
to a definite money economy, influenced the trearment of goods,
as we observed in the foregoing part. To this extent protectionism
was a more decisive novelty in mer-ntilism than was the
monetary policy.

Y Diec drer Flugschriften iber den Munzstrent der sachsischen Albertiner und Emnestiner
um 1530, ed. W. Lotz {Samml. alterer u. neucrer staatsw. Schniften des in- u.
Auslandes, ed. L. Brentano & E. Leser, I, Lpz. 1803) 71 73.
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The connection between the attitude towards goods and towards
money must have been very peculiar, if the two opposing pro-
grammes regzrding goods could be reconciled with one and the
same monetar,; programme. The explanation is that economic
relationships were only examined and discussed as a whole with
the advent of mercantilism. The mercantilist treatment of the
problem led definitely to greater clarity to the extent that an
increased amount of money almost necessarily, and an increased
amount of precious metal most probably, led to an increase in
prices, both processes thus being natural instruments of a policy
of high prices. We shall show that the mercantilists often realized
the connection, although it did not occupy a central position in
their system.

They were primarily concerned with another relationship
between goods and money. The fear of a surplus of goods led to
endeavours to obstruct imports and stimulate exports, and these
efforts were meant to lead to an additional value of exported
goods relatively to imported goods, or in other words to an
“excess of exports”. The balance then had to be imported in the
form of precious metals, which were not generally reckoned as
goods, and so two birds were killed with one stone. On the one
hand the country was rid of an unwelcome surplus of goods,
which was believed to result in unemployment, while on the other
the total stock of money in the country was increased. This
of course was infinitely more consistent than the megdieval argu-
ment, which was out to prevent the export both of the
precious metals and of goods. If the latter had led to a surplus
of imports, an outflow of precious metals to other countries
would have had to take place. Medieval economic policy was
dominated, as the foregoing part shows, by an unreflective bias
towards “surplus” in general, and this it wanted in money and
goods alike. The mercantilists recognized that thcy had to
decide between the two and, for a two-fold reason, they fanati-
cally adopted the first alternative. The synthesis beiwcen the
“fear of goods™ and the “hunger for money” is here so complete
that the mercantilist view may equally well be deduced from either.
The argument sustained a practical rebirth on a gigantic scale
in Napoleon’s Continental System. English writers during the
French wars in the 16g0’s had just the same attitude as
Napoleon was later to take up, that the enemy could be ruined
by supplying him with goods which he would have to pay
for in money.

This however did not mean that the mercantilist policy could
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be certain of .maintaining intact the relationship, between its
monctary and its goods policy. "

If the mcrcan?ihsts were ab.Ie to ensure an egxport surplus,
then a tjecr_easc m the circulation of goods and /an increase in
the circulation of money, together with higher internal prices,
’would be the necessary 1:csult; while the reverse would obtain
in those countries into which the export surplus of goods was sent,
an.d ﬁ'Ol‘l:l w_h:ch th'c import surplus of money came. Thus far every-
thing comgded }vxth their theories. But if this result was arrived
at b.Y mampuianon.s which did not lead to a new equilibrium in
foreign trade, reactions must inevitably have sct in Higher prices
would stimulate imports and discourage cxports and the dreaded
surplus of wmperts would follow close on the heels of the previous
inflow of money. If it were possible in such circumstances to
prevent the outflow of precious metals in payment for the import
surplus, the result would be a definite dislocation of ti.¢ exchange
—a rise in the value of the foreign currency, in other words,
a fall in the foreign valuation of the native currency. More
native mo.wy waits would be obtainable for one foreign unit,
and on this basis a new equilibrium would be reached. But cven
apart from the fact that such a development was usually regarded
with great suspicion, the mercantilists themselves were firmly
convinced that it was useless to retain the precious metals in the
country during an ““unfavourable balance of trade.”” And so
there only remained the first alternative —-a surpius in the import
of goods as a result of the preceding surplus in the import of
maney. To the extent that the mercantlists had an insight into
the arguments just put forward, they fonnd them.ilies in a
dilemma, The inflow of precious metals which the desired
more than anything else set forces in motion which led to its own
destruction—first an increase in domestic prices, anc secondly a
resultant import surplus. We shall sce later on how they attempted
to resolve this problem.

All this held good only on the assumption posited above:
cquilibrium in foreign trade remaining unchanged. Now there
were certain limited possibilities of creating a new cquilibrium
in foreign trade, i.c. by restricting impoits and encouraging
exports. By sach measures one could avoid the consequences
outlined above. Import restrictions and  vport premiums n.:}l]t‘
in increased prices and attract moncy into the country even with
the exchange remaining unaltered. To this extent the monetary
theory of the mercantilists harmonized well cnough with thewr
protectionism, although this argument was not clearly gra??ed

Voar 11
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until much Jater—and even to-day there are theorists of great
fame to whorh it is still obscure.?® For this reason, the mercantilists
were faced here, too, with an insoluble problem, although in
most cases they failed to realize it. .

Mercantilism as a monetary system is therefore highly inter-
esting, because it shows how economic thought in its infancy
grappled with some of the most important problems of economic
policy. On the other hand it would be false to consider this aspect
of mercantilism as significant from the point of view of the develop-
ment along the lines intended. The very fact that all countries
put the same ideas into practice nullifies the wide-spread, but
as a rule quite undemonstrable, assumption that the increased
supply of money or precious metals was the effect of mercantilist
policy. It was well-nigh impossible for all the mercantilist countries
together to have been aflected, since this was a question of an
increase in the total production of precious metals and not merely
one of dividing a given quantity among all the countries.

Spain was the practical example which the later mercantilists
always quoted against the earlier, medieval policy concerning
precious metals. [t was maintained that Spain sought to prevent
the export of precious metals by directly forbidding it, while a
successful policy necessitated the fostering of an export surplus by
gencral economic measures so that an import surplus of the
precious metals would follow automatically, This was a criticism
of the older bulijonist policy by the proponents of the new mer-
cantilism in the stricter meaning of the term. They could point to
Spain’s futile attempts to retain her precious metals through
prohibition of exports, her gold and silver flowing vut meanwhile
“like rain off a roof”" despite the fact that practically all the new
production came {from her own colonies. This, they thought, was
proof of the fallacy of the policy.s It s clear that their reasoning
was also incorrect. Gold and silver were Spain’s natural exports,
and would have flowed out regardless of anv policy designed to

3 On the theory, let me refer to my exposition in Bidrag bil Sveriges ekono-
miska ock sociala hstoria under och efter varldskriget (Sthlm. 1926) JI 25-96 (Ameri-
can edition : Sweden, Norway, Denmark and Feeland in the World War, New Haven
1930, 150-63]; further, below 258 §. The correct theory originates primarily
with Ricardo (Principles of Politcal Economy and Taxation, 1817, ch. 7). The
wreng notion, refuted by him, which to-day has been resuscitated under
the name of the “Theory of Purchasing Power Parity”, even in its more
developed form disregards this relationship.

* The simile belongs to the Venctian, Vendramino {15g5; see M. Ansiaux,
“Histoire économique de !a prospérité et de la décadence de 1"Espagne aux
XVI® et XVII® sidcles” (Revue déconomie politique V11, 1893, 1031). This concep-
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retain them. Even on the assumption that they could have been
held for a time, the result would have been a rafid rise in the
country’s prices, a powerful impulse to an excess $f imports and
a resulting outflow of bullion.

Even'if the reasoning against the effectiveness of the bullionist
policy had been better, it 1s obvious that its substitute, the policy
of mercantilism in the narrower sense, had not proved its capacity
to draw precious metals into a country. It was commonly believed
that the Netherlands was exceptionally well supplied with precious
metals, but this ought instead tc have constituted a refutation of
the argument, since the Netherlands did less than most other
countries towards adopting a mercantilist monetary policy.®
While this mercantilist conception is interesting per se, there is
little reason to accept it as accurate. It is wiser to adopt a sceptical
attitude towards these theories, based as they frequently were on
trade had distributed the precious metals among rhe countries
essentially according to the amount of business transacted and
the growth of a money economy in every individual case. At any
rate, an s '‘miption such as this can be more easily justified
than conclusions based on assertions regarding conditions which
“the man in the strect” even to-day cannot discern, or correctly
mterpret, and which baffled even the most experienced and
learned observers, on account of the lack of economic statistics
at that time.® Such conclusions are challenged by the most
clementary laws of historical criticism.

tion of the Spanish development and its causes s to be found throughout the
whole mercantilist literature, from Mun | England’s Treasure by Forraign Trade,
ch. b} onwards; cf. above Part I, ch. 7, note 21

* On plentsful monev in the Netherlands, see especially one of the best
observers of that time, Sir W. Temple (Observations upon the Unuei Prounces of
the Netherlands, 1672, ch. 6; 2nd edn, Lond, 1673, 2331.): “More Silver is
seen in Holland among the common Hands and Purses, tha.: Brass either in
Spain or in France, though one be so rnich in the best Mative Commeodities,
and the other drain all the Treasures of the West Indies” (my italics).—
Chuld, A Discourse concerming Trade 1668 {in A New Duscourse of Trade, Lond,
1698, g}, attachs the casy noticn that the low rate of interest in Holland “pro-
ceeds only from their abundance of ymones ;. A modern author, van Brakel
{ Handelscompagnieen x1v), assumes a great stock of silver to have existed there,—
On Dutch policy: E. Laspeyres, Geschichte der volkswirtschaftlichen Anschauungen
der Niedertander und shrer Lalteratur zur Zat der Repubhk, 282 . )

* Davenant complains frequently about the secrecy on the part of public
authorities (Discourses on the Publk Revenues ana n the Trade of England, Lond.
1698, 1 266, 11 430, 434 ; As Essay on the Probable Methods of Makng a People
Gainess in the Baliance of Trade, Lond. 1699, 6). The whole tendency of the
political arithmetic, originating with Sir William Petty, led often to frecly
invented statistics and was degounced, ¢.g., by Defoe with great scorn (A Plan
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The present part of this work is thus an analysis of mercantilist
arguments in Yhe sphere of monetary policy. Where appropriate
and where pqssible, these are compared with what actually
happened but’gbout the effects of economic policy on the pro-
vision of money and the monetary system hardly anything can
be said.

Even if such results may have been insignificant or altogether
unavailable, mercantilism as a money system has by no means
been unimportant in the development of economic life. Its effects
led to results lying in opposite directions. Through its connection
with protectionism and the policy of power, this aspect of mer-
cantilism became what was perhaps the most highly valued and
most frequently employed argument for a policy of economuic rivalry
between nations, the commercial and colenial wars considered
as struggles for the precious metals. Mercantilism as a money
system was therefore largely responsible for this result; such
was 1ts most important direct political effect. Through the
intensive discussions of the connection hetween forcign trade
and the monetary systern in the long run, however, these mercan-
tilist ideas exercised at the same time a revolutionary influence
which already pointed more or less to lgissez-faire. The intensity
of the mercantilist discusstons on money led to a more profound
understanding of the factors which the 18th-century economusts
found indispensable as the premises for their often contrary
conclusions.

In this and in the following part my cxposition will be confined
more strictly than usual to the pertod before 1715. The last decade
of the 17th century brought forth some very intense and fruitful
economic discussions in England. Several writings ‘aken from
the first fiftcen years of the following century form as appropriate
a natural boundary line for a treatment of mercantilist thought
as can be found. Standing out more prominently among these
late contributions are John Law’s arguments in favour of paper
money mercantilism. Mandeville's poem, The Fable of the Bees: or
Private Vices, Publick Benefits, with his much more important
prose commentarics, and the discussions following on the proposal
of an Angio-French trading agreement in connection with the

of the Engluk Commerce, 1728, Part I, ¢h 5, repr. Oxf 1928, 128 (). See my
detaled comparison of England’s Baltic trade as presented by Roger Coke
{Treatse 111 54, 1V 98) wuh the figures from the revords of the Sound dhties:
“Samhallshistoria och swatisuk™ in Histonreuppfatining, matertalistuk och annan
(Sthlm. 1944} 55-59. See below 344,
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Péace of Utrecht. The remainder of the 18th century hag,
on the whole, been omitted, and it is not clear §t the present
moment whether it made any important contritfition to mer-
cantilist thought. It is probable that its chief irgfrest, from this
point of view, consists in its blending of mercantilistideas with those
of laissez-faire, which before 1715 had only appeared sporadically,
The interplay of old and new in the ideas of the period that
followed would prove a fruitful and important study, but it will
have to remain for somebody else to undertake this task,
Following the usual practice in the present work, here tao I
confine myself as a rule to those writings which exerted some
influence in their own time or for other reasons can be rerarded as
the cxpression of a widespread helief. Where for special reasons
other sources are used, the fact will be duly noted. To make the ex-
position readable, the quotations must be kept within comparatively
narrow bounds and this is not difficult, as the fundamental con-
ceptions are decidedly uniform. The practical demands certainly
showed large variations and the pamphleteers “usually esteem
the immcdia ¢ Tnterests of their own to be the common Measure
of Good and Evil”’, as was realized even at the time. Bat the very
fact that opposing practical standpoints were derived from the
same principles or interpretations of economic phenomena is
evidence of the fundamental uniformty of outlook. This may be
seen, for instance, at an early stage of development, in the struggle
between the upholders and opponents of comnage depreciation in
Saxony around 1530, as well as in the arguments between the
supporters and opponents of the East India Company and of
abolishing the restrictions on the cxport of precious metals at
the beginning and at the end of the 17th centure —Malynes
against Misselden and Mun, Pollexfen and Cary against Chald
and Davenant. No less characteristic of the times is the profound
theoretical agreement between so determined a business man,
preoccupied only with his own interests, as Sir Josiah Chld,
the governor of the East India Company, on the one hand, and
Sir William Petty on the othcer, one of the few cconomists of the
period who was actuated primanly by scientic interest.”

! For venfication of what has been stated here, I must refer to the whole
presentation 1n this part  Sir W Ashley has associated the deselapment of
economic 1deas with the differences of party rohtics (“The Tory (g of
Free Trade Policy', in Surveys, Hulone and Econome, Lond 1go0, 268-3073)
For a cntiaism of this approach, see P ] Thomas, Mercantilism and the East
Indwa Trade (Lond 1926} of (, 142, 173 ——The quotation 1 taken from Sir
Dudley North, Duscoutses upon Trade (Lond 169i) xu (Reprint of Economu
Tracts, ed. J. H. Hollander, Baltimore igo7, 12}, of N Barbon, 4 Discourse
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of Trade (Lond. 1690), in the same collection (Baltimore 1905) 7.—On ‘the
social criticismt fwhich developed in France towards the end of the 17th and
at the beginning of the 18th centuries, see appendix to this part (below 2ti3),
--just hefore iRe publication of the frst Swedish edition of this woirk
Jacob Viner publihed hig extremely well documented essay, “English Theories
of Foreign Trade before Adam Smith”, Jour. of Polit. Econ. XXXV, 1990,
re-printed in his Siudies in the Theory of Internationsl Trade (Lond. 1937; this
edition cited here). When | had had the opportunity to study his treatment
of the subject, I was happy to find a high degrce of agreement between our
presentations, so high n fact, that I did not find it necessary to alter greatly
the later editions of my work on the basis of his, Those changes which have
been incorporated in the present edition have been noted in their respective
places.—On the other hand, I take quite a different view from that taken
by Sombart on the monetary theory of mercantilism, and indeed on mercan-
tilist theory n general. My reasons are chiefly the same as those presented by
F. H. Knight in his essay, “Historical and Theoretical Issues in the Problem
of Modern Capitalism® ( Four. of Econ. and Business Fhstory 1, 1928, 11g f).
But in accordance with my general plan, I must content myself wath references
to positive cvidence supporting my standpeint, and refrain {rom polemics
against other nterpretations.—TI shall, however, return o Keynes' treatment
of mercanulism in a speaal supplementary chapter.
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THE IMPORTANCE OF THE PRECIOUS METALS
OUTSIDE THE MECHANISM OF EXCHANGE

1. INTRODUCTION

It might appear to be fairly easy to analyse the mercantilist
ideas on money, for the contemporary pamphleteers were by no
means relicent in expressing their views. But the difficulty
experienced even to-day of discovering adequate terms for
expressing cconomic phenomena verbally was naturally much
greater in the early stages of economic thought, especially for
writers who were not theorists at all and not always accustomed
tn render their thoughts in writing. Even at the time people
complained of this. For instance, the anonymous anthor of one
of the better mercantilist pamphlets (Jater found to bear the name
Simon Clement), A4 Duscourse of the General Notions of Money,
Trade and Fx anges {1695}, which reveals Locke’s influence, points
out in this essay, in agreement with an earlier writer, that it was
unfortunate that learned people paid so little attention to commer-
cial problems. “And though 1 have addicted myself to Search
after the True Notions of these Matters,” he said, “beyond
many other Merchants, who have their Heads continually filled
with Business; yet I see my self so Defective in these Respects,
that I can rather Wish, than cver Hope to be Master of those
Accomplishments, that might Render me Capable of Expressing
my Thoughts with less Difficulty to mysel{, and more Clearness
to others.”” It is at times really pathetic to see hew these
untrained minds attempted to handie intncate economic
arguments.

It was not long, however, before people generally came to
realize the truth of the remark of Dr. Samuel Johnson, the literary
oracle of the waning 18th century. His faithful biographer,
Boswell, had expressed astonishment that Adam Smith (for whom
Johnson had little esteem) had written on trade, although he
was personally unfamiliar with business hie; to which the great
man replied: ©, . . there is nothing which requires more to be
illustrated by philosophy than trade does”.? Until then, eci-nomic
literature had been writlen mainly by politicians and merchants,
Before the beginning of the 18th century, Sir William Petty

1 [Clement], book quoted in the text 27.—]. Boswell, Life of Dr. Samusl
Fohnsom, sub anno 1776 (ed. G. Birkbeck Hill, Oxf. 1887, 11 430).
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and John Locke were the only writers on economic questions
who belonged to philosophic and scientific circles. At the most,
we could add\ Jean Bodin, Thomas Hobbes, Samuel Pufendorf,
and Wilhelm Ueibniz, who interested themselves in economic
problems as the occasion offered. It is therefore misleiding to
apply the same rules of criticism to mercantilist expositions as
to the works of people of academic training who are accustomed
to express their thoughts on paper. Above all we are liable to go
astray if we pick out isolated statements. On the other hand, the
fact that the ideas in the mercantilist writings are not properly
worked out theoretically sometimes makes it difficult to 1econ-
struct the arguments. This difficulty is increased by the fact that
many things are often taken for granted which we should definitely
have expected to be explicitly stated.

In these aarcumstances one must employ every possible means
to achieve clarity. One way of doing this is to divide mercantifism
as a monetary system into two parts: the first dealing with the
function of money and the precious metals as 2 means of exchange,
i.e. in connection with the actual exchange mechanism, and the
second with its importance in other directtons. The position of
the precious metals in international exchange may be included
in the first group of problems. It is beside the point to criticize
or defend mercantilism unless this distinction 35 kept in view.
It must therefore be applied as far as possible, although as a rule
it was not recognized by the mercantilists themgelves, and
although there are important links connecting the two aspedts.
In this chapter only the second of the two parts will be investi-
gated.

2. IDENTIFICATION OF WEALTH AND MONEY

The function which the mercantilists assigned to money and the
precigus metals outside the exchange mechanism was charac-
terized, by its critics, by the expression mentioned above, the
identification of wealth and money. This must really have meant
that in the mercantilist view there could be no other object of
economic value apart from money., Expressed in this way, the
statement is so obviously absurd that it may be taken for granted
that no mercantilist ever actually held this view, On the other hand
many statements are to be found—and not merely in the earliest
period of mercantilism—which suggested that money and wealth
are equal or something very similar. It may be well to illus-
trate this immediately, although it does not lead us far in our
discussion.
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Several of the most categorical of the statements identifying
money and wealth are contained in one of the two $axon pamph-
lets of about 1530, advocating coinage depreciatifn (Die Muintz
Belangende). Such remarks as ‘“‘wealth, it is money”; “wealth
as mon€y” ; “‘what usually goes in general by thname of wealth
is, in common knowledge, this: money, as the true watch-word ; for
where there is much money, there is wealth, as it is truly said”.
Even more characteristic than the remarks in this rather unin-
telligent pamphlet are the views put forward by the other side.
They are considerably better thought-out and present a sharp
rejoinder (Apologia und Voranmiwortung), but its author refrains
[rom making any protest against the argument of the identi-
fication between wealth and money brought forward by the
coinage depreciaiors. The same outlook, expressed rather more
carefully, is to be found in the two roughly contemporary English
essays (1519/36), similarly quoted above, attributed 10 Clement
Armstrong. In what is probably the older of the two, tor example,
we read, “The whole wealth of the realm is for all our rich
commoditics ts get out of all other realms therefore ready money,
and afier the money 1s breught in to the whole realm, so shalt all
people in the realm be made rich therewith.” The second essay
asserts, ““better to have plenty of gold and silver in the realm
than plenty of merchants and metchandizes™.

Jean Bodin, one of the few philosophers among the mercan-
tilists, declared in his famous essay on money (1568}, “the sur-
plus of gold and silver, which is the wealth of a country, must
justify to some degrec the rise in prices’. Three quarters of a
century later (1647). another French book, ascribed fo the priest
Mathias de Saint-Jean {whose former name was Jean f. n}, called
Le commerce honorable ov considérations politigues, described gold and
silver as ““la pure substance du peuple”. Montchiétien h~d said before
that (1615): “We live not so much from trade in raw materials
(élémens) as from gold and silver.”” At the very end of the period
to which we are limiting ourselves, the very influential collection
of articles known as The Brutsh Merckant, edited by Charles King
(1713), stated, in opposing the projected commercial treaty with
France, that all countries with whom England traded “contribute
to the Prosperity and Happiness of this Nation ” in proportion
as England’s trade with them yielded a balance of goli and
silver.?

% Drei Flugschriften {note 2 prey. ch.) 47, 71, 73 75 CP- IIS-—[AYmStmnB]’:
“A Treatise concerninge the Staple” and “How to Reforme the Realme"
(pr. “Drei volkswirtschaft]. Denkschr. aus. d. Zeit Heinrichs VII von Engl.
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It is not my intention to prelong these quotations endlessky;
they could fil} many pages. It may be said that the discussions
concerning naL'onal wealth which took place in England towards
the end of the {7th century among less intelligent, but none the
less characteristic, writers led to a pure Midas-like view of
the precious metals, i.e. that all economic value consisted in
precious metal. The anonymous Briteania Languens, for example,
stated (1680) that “‘our present Stores of Merchandize” were
not a part of “the National Wealth”; they were only a potential
“treasure”. It was only when they really led to an increase in
the “treasure’” that they could be reckoned a national asset.
In accordance with this idea the author declared epigram-
matically that “‘Poverty is but the privation of treasure”. In the
whole of this book of 300 pages, “treasure” is almost the only
subject of discussion, though in one passage population is described
as “‘the chiefest, most fundamental and precious commodity”,
The meaning of this apparent exception is seen from the sentence
immediately preceding: “Sufficient stores of Treasure cannot
otherwise be gotien, than by the industry of the people.” This
idea of the function of population, as the increasing of the stock
of precious metals in the country, runs through the whole exposi-
tion. The author emphasizes, for instance, that alarge population
would lead to low wages, which in turn would mean cheap
manufactures and would thus facilitate exports. The views
expressed in these examples, though drawn from ope work in
particular, are entirely typical of a large part of mercantilist
literature. The American historian, Furniss, has alrcady developed
this idea in his previously mentioned study on the conception
among mercantilist writers of the function of fabour in society.?

In all these cases the point that something is implied which in
a present-day discussion of similar subjects would invariably
be stated explicitly, must be taken into consideration. The
mercantilists would naturally not deny that people must eat,
clothe themselves, and have a roof over their heads. In the same

in Abhandl. der Gesellsch. d. Wissenschafien zu Géttingen XXIH Gott. 1878, ed.
R. Pauli 32, 72; repr. Tuder Econ, Docs. 111 108, 124).—Bodin, Discours sur le
rehapssement et duminotion des monngyes (Paris ed. 1578) unpag.—|Saint-Jean],
Le commerce honorable ov considérations politigues { Nantes 1647, incorrectly given on
the title-page as i64b) 101 f.—Montchrétien, Traictd de Ioeconomie politsque,
Book 2, 15t ed. [[] 14.—The British Merchant: General Maxims in Trade
2nd ed. {Lend, 1743) 1 20,

* Brilannia Languens, sections 4, 13, 14, 15t ed. (Lond. 1680) 153, 222, 234 £,
238.—E. 8. Furniss, The Position of the Laborer in o System of Nationalism, passim.
—See zbove 11 153.
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way they certainly did not imagine that food, clothing and houses
could be made from the precious metals. It is trug that the fact
that they dit-l not state this explicitly was far from kling unimpor-
tant,for_thclr silence had powerful psychological cause and effect :
but it would be grotesque to interpret their sflence as thoug};
what remained unsaid did not exist for them., Many statements
can he found referring to other objects of wealth and other
revenues or means of satisfying needs than money, in fact passages
which talk of real wealth and real income, even though all this
was generally put on one side.

With regard to commodities, the result of the tenacious policy
of provision was that food-stuffs were treated according to lhcs::
principles longer than any other commodities, Armstrong’s
characteristic dictum that agriculture increases the weallth of
food supplies and trade the wealth of money has already been
mentioned {(v.5. Il g4). That trade too had the function of
providing commaodities obviously did not occur to hum, although
of course he could not possibly have denied it. As time went on,
it became s widely realized that it was impossible for every-
thing to consist of money. Montchrétien, in his bitterness regarding
the damage done to his countrymen by foreign traders, and
convinced that his native country was capable of standing alone,
laid special emphasis on the importance of commodities (1615).
For example, he declared, “It is by no means the surplus of gold
and silver, the store of pearls and diamonds, that make men
rich and wealthy; it is the supply of articles necessary for main-
taining life and clothing; he who has more of these has more
wealth” —how he could make this tally with his othee statement
ited above, he himself would probably have been evbarrassed
to explain. Mun was of the opinion (in England's 1reasure by
Forratgn Trade) that a prince must lay up a war ‘reasure, but
he added that if a prince lacks goods which he can buy with his
money when he needs them, he is just as poor as though he lacked
the money with which to buy the goods. Mun also asked, therefore,
what was the use of money without goods Wilhelm vor Schrotter
(Schréder), who was, in general, strongly influenced by Mun,
remarked in his book Furstiiche Schatz- und Rent-Cammer {1686),
probably with this argument in mind, that war treasure could
also be laid up in kind.*

¢ [Anmstrong}, ed. Pault 75, ed. Tudor Econ, Doce. TIH 127.—Montchrénen
Bk. 2, 1st ed. [1I} 153, cp. 150.—Mun, Engl Tr. ch. 18 (ed Ashley g5)
tp. ch. 19 (1. 104 f.).—W. v. S{chrotter]. Furstliche Schatz- und Remt-Cammer
ch. 109 {15t ed. Lpz. 1686, 552).
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Moreover the discussions on national wealth and similar topics
often led to ¢ther things than money. Thus Mun in his earlier
work, A4 Disc&me of Trade from England unto the East Indies (1621},
declared that “giches or sufficiency consisteth in the possession of
those things which are needful for a civil life, This sufficiency is
of two sorts: the one is natural, and proceedeth of the Territory
itself: the other is artificial and dependeth on the industry of
the Inhabitants” Roger Coke evinced an exceptionally keen
interest in the provision of goods. In one of his books, it is true,
his first thesis is “Money is Treasure”, but his forty-third is
“Goods are Riches”, although the relationship between treasure
and riches is nowhere explained. Schrétter presumably meant the
same thing when he stated, using a different but quite typical
terminology, that domestic trade makes for happiness but not
for riches. The latter was the preserve of foreign trade, which was
able to bring in “‘treasure”.

Quite naturally the literature concerning what came to be
called Political Arithmetic manifested the furthest departure
from the identification of money with wealth, Through attempting
to compute every possible social phenomenon in terms of figures,
it aimed at a scientific or theoretical result, and thercfore helped
to direct attention to matters which had been lost sight of by the
advocates of the thousand and one practical projects. Petty, the
actual father of the Political Arithmetic and the inventor of the
term, made calculations concerning the value of the fixed and
mobile property of the country, which he called its wealth, and
even added to this tife separate “‘value” of the population. He
points out explicitly that according to his reckoning, the amount
of money was less than one per cent of this total (Verbum Sagients,
written ahout 1665, published 16g1). In a later work he declared
that the result of trade was not “Wealth at large but particularly
abundance of Silver, Gold, and Jewels” {Polttical Arithmetick,
written about 1676, published in 16g0). A generation later
Charles Davenant, who belonged to the same school of thought
in spite of having adopted more of the argument of laissez-faire
than any other influential mercantilist, embarked on lengthy
and detailed discussions of national wealth in his Discourses on the
Publick Revenues{16G8), He included not only all kinds of real capital,
but even such imponderables as political power. Like Petty, he
went so far as to say that, as jts commerce and industry grew,
so a country, like an individual, transformed the precious metals
into “Stock of another kind”, i.c. ships, buildings, furniture,
foreign goods, silverware, etc. It is true that the actual factors
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ofpro_duction in the nationa.l wealth were altogether subordinated
in this branch of mercantilist literature, tao, in
durable objects of consumption; but to some ex?:nt this pre-
sumably, corresponded to the econnmic facts; gnd what these
examples show is that other objects of wealth tfan the precious
metals could sometimes loom important in the eyes of the Political
Arithmeticians,

One of the best discussions of the relations between wealth
and money, finally, accurs in a pamphtiet called The East-India
Trade a Most Proflable Trade to Thus Kingdom, ascribed to the
well-known East India director and City merchant, Thomas
Papillon, or at least said to be written at his instance and in his
house {1677). The following extracis are (haracteristic of its
approach: “Itis true that usually the measure of Stock or Riches
is accounted by Money, but that is rather in imagination than in
reality 1 A man is said to be worth Ten thousand peunds, when
possibly he hath not One hundred pounds in ready Money:
but his Estate, if he be a Farmer, consists in Land, Corn, or
Cattle, aud rtusbandry Implements . . . Suppose the person
possessing and managing the Farm to have attained o a Stock
of Money over and abuve what is necessary for the carrying on
the Concern of his Farm, Who would not count him a ridiculous
tool, to let his Money lie in his Chest idlr. . . He might with
his money have bought Goods in one Market where they werte
cheap, and carried them to another Market, where they were
dearer, and so together with the benefit of the Carriage, Lave
added so much more to his Stock”. Reading this at the present
day, onc might think that at last a perfertly sane a.! pracacal
view of the actual conditions had been hit upon, and i identally
also a keen criticism of what is gencrally believed to be the
usual mercantilist approach; but this would be a mistaken
conclusion.” *

vour of the

3. DISREGARD OF CONSUMPIION

It is impossible to obtain a clear understandin_g of the prevailing
ideas from a comparison of dicta such as ihese. Forif the treatment

¥ Mun, A Discovrse of Trade from England wnio the East Indies 15t ed a9t—
Coke, Treatrse 111 : England’s Fmprovements {Lond 1675) unpag. Intro.—[Schrot-
ter] ch. 2g § 3 {1st ed. 163 f) —Petry, Verbum € swenlt ch 1,2, 5,_6‘ P Lircal
Arithmatick ch. 1; Quantulum ungue concerming Money, &, 23 {Econ W FIUNgs. od.
Hull, I 105-14, 259, IT 44b).—Davenant, Discowses {note & prev ¢hj II
50 ., 358, cp. (for the next paragraph w the text) 112, 221, H gb, 101.
163~ {Papillon] op. «it. ; tor the authorship cp. Macaulay, Histary of England,
ch. 18 ({orig. edn., IV, Lond. 1855, 140 note),
* Sre below 11 369, Addendum Y10
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by these writers is considered as a whole, itisseen almost invariably
that they airp at something other than what appears to follow
logically fromdMtheir general observations.

This is particularly true of Mun and his friends and successors.
Let us take, for #nstance the last and apparently most convincing
of the quotations given abovc, the one from the pamphlet ascribed
to Papillon. The conclusion he arrives at is: “Suppose a Foreign-
place where Commodities cannot be purchased but with Money
or Bullion, and that 100 thousand pounds in Bullion laid out
there, should purchase such quantities of Goods as would yield
on sale in some other Foreign-parts 200, to 250 thousand pounds, fo
be returned (o England; were it not the Kingdom’s interest to
embrace so gainful a Trade?” (my italics). It is thus clear that
in this case, too, the final gain of the country is considered to be
the additional amount of ‘‘treasure”, and that the previous
argument was put forward simply to fortify the ordinary position
of the East India merchant, L.e. that bulltion should be allowed
to go out of the country in order to bring in more of it in exchange.

Davenant’s writings are of special interest, both because he is
certainly governed by a scientific spirit to a larger degree than
the mass of pamphleteers and, even more, hecause he, the typical
eclectic, tries to blend the old and the new, more so perhaps than
anyone else. Thus, though he took into account, as has just been
shown, all kinds of material and non-material objects of wealth,
this did not prevent him fiom remarking, for instance, that if
money is taken out of the country, ** "tis not the Substance ot such
particular Persons . . . but 'tis the Riches of the whole People,
consider’d in a Body together, that goes away”. And this en-
lightened mercantilist, standing on the threshold of laissez-faire,
went so far as to emphasize that 3t was more profitable to have a
war inside than cutside the country, because if carried on abroad
it drew money out of the country. Only when the mercantilist
arguments are thus f{ollowed up is it possible to piece together
the picture of ecuonomic relationships which they represent,
leaving aside the choice of isolated observations. These relation-
ships are by no means so simple that the mercantilist views of
them become inexplicable ; though this of course does not neces-
sarily mean that they were right in any sense of the word.

In the third part {(p.s. 118 f.} it has been shown how very much
the sale of commodities was considered an end in itself. Of course
this also acquired the greatest importance in the treatment of
money. The consequence was that consumption, or the satisfaction
of demand as such, was not regarded as of any importance.
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Contrariwise, the disposition of the productive forces in the country
was not considered an economic element of cost 7t all. It was
thought that nothing was to be gained from the economie point
of view by increased home consumption and that in no case was any
cost involved in the use of domestic factors of f)rocluction. For
example, so late and enlightened a writer as Simon Clement
(1695), who came under the influence of Locke, stated explicitly
that he did not count as expenditure what was used at home. As
a result, exchange within the country or domestic trade was
believed to be incapable of producing wealth, for one person’s
profit was cnunter-balanced by another person’s loss, and the
transaction was nothing more than a “commutation” or a
transference from one pocket to another. At the most one could
have said, with Schrotter, as in the passage quoted, that such
trading made people happy but naot rich, or, with Marthias de
Saint-Jean, that foreign trade “fattens’ the natives wkile domestic
trade only provides them with sustenance. But while exchange,
in so far as it catered for human wants, was thus considered
unimport.ut, «n at any rate not conducive to wealth, it was
believed that wealth could always be acquired by going beyond
the boundaries of one’s own country. Everything gained in this
way by native production was regarded as nct profit for the
country, without allowing for the sacrifice in the form of appli-
cation of the productive forces within the country. On the other
hand it was always preferable to produce a commodity at home,
be it procurable never so cheaply from abroad.

One mercantilist writer after another calculated the country's
profit in such a way that only the purchasing price of the foreign
raw matentals (or commodities in general) was reckoned as
outlay, while the costs arising from freighting 1o native ships or
from trading expenditure in general were calculatad as part of
the country’s profits. This profit consequently grew bigger and
bigger the more distant and expensive the actual trade. Mun
and his disciples excelled in computations of this nature. Clement,
for example, averred that if the requirements of a country’s troops
abroad were satisfied with native commedities, which cost 20
per cent more than they would have done if bought on the spot,
the gain in any case amounted to 8o per cent over that of the
other method. Writers in a silver-produ ing country like Austria
{particularly von Hornigh and von Schrotter) estimated that an
amount of silver corresponding exactly in value to its cost of
production was as profitable to the state as a 100 per cent profit
to a private person and that a return equivalent to only half the
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cost of production must therefore mean a 50 per cent profit.
It was then easy for mercantilist authors to quote numerous
cases which, In their opinien, involved profit for the state though
loss for merchants and producers, Von Hérnigk, for example,
who was cssent?ally a man of the world, made no secret (in his
Oesterreich uber Alles, wann es nur will, 1684) of the fact that the
silver mine recommended by him was no business for a private
person, ‘“‘whom a business of that kind would speedily and
effectively bring into bankruptcy’.

The central part of this argument was admissible even if the
connection between import and export were not overlooked. All
import could not indeed be rejected; for as has already been
shown in the third part, imports were often regarded as a means
for making other countries willing to accept one’s exports. This
was emphasized for example by Mun, as well as in an instruction
to an official committee of inquiry (1622) of the same period, and
later also in Davenant and Cary. On occasions, foreign trade
was even conceived as an exchange of goods, This was so in the
writings of such varied cclebrities as Jean Bodin, in his monctary
tract of 1568, John Law, in the book in which as a young man
{1705) he laid the basis of his “system”, and likewise kis contem-
porary Bernard Mandeville, in the prose commentary to one of
the most widely discussed writings of the 18th century, the Fable
of the Bees (1714}, which has already been frequently mentioned
in these pages. But so long as import was not considered a means
for the provision of goods, but an indirect method for the disposal
of them, the underlying attitude remained unchanged.

If we attempt to pursue this argument to its logical conclusion,
it is obvious that the outcome could be nothing other than
“treasure”. For in the first place any amount of native productive
power could be used up without any cost to the country, and
secondly, it was believed that riches were not increased if this
“cost-free” power led to a greater supply of goods {rom abroad.
Consequently all that remained was to direct the productive
powers to the acquisition of money and precious metals. This
could be done either directly (in silver-producing countries)
by mining. without regard to the small return in relation to the
capital and labour invested ; or the same result could be effected
indirectly by export—whether or not occasioned in that case by
import, though if so, the import would have to be of smaller value
than the export; in any case, it would have to yicld a balance
of precious metals, If the premises were once accepted or, rather,
were not considered demonstrably mistaken, there was nothing



THE IMPORTANCE OF PRECIOUS METALS

remarkable in the conclusions., For there was, then,
no f':lternar.i-vc than to consir.icr the acquisition of priccious metals
desirable, irrespective entirely of whether they “ would later
have a function to fulfil or not. This may appear paradoxical ;
but the logical consequence of so facile a notidn was
paradoxical.

For two centuries, writers on economics were unanimous in
the belief that the argument here outlined was sound. To quote
them all would r?nly be 10 repeat the same thesis ad nauseam.

’ Among the writers of the early 16th century, we find the notion
either formulated in general terms or implied, as necessary basis
for the argument as applying to concrcte cases: thus in Clement
Armstrong and the probably later Thomas Starkey, in his
imaginary dialogue between Cardinal Pole and Thomas Lupset,
as well as in Hales in A Disconrse of the Common Weal ‘1540). In
the 17th century we find it, in England, in both works of"Mun,
and even in Sir William Petty—in whom, however, it was not
so prominent as in most of the others, as well as, of course, in
Britanmae Largucns. Among the French supporters of the view there
was Mathias de Saint-Jean, and among the Austrian, Hornigk
and Schrotter, to mention but a few. T know of no mercantilist
analysis which opposed this argument or attempted to replace
it by anaother. A partial exception must, pethaps, be made in the
case of Davenant, when, following his usual reasoning, he tried
apparently to show that the building up of capital was as much
an end in itself as money. He thus asserted, on the one hand, like
all his predecessors, that with regard to domgestic consumption
the profit of the one was the loss of the other, and tha: freights
were pure profit cven if the freight costs were higher than the
freight revenues, while all foreign consumption he considered an
equaliy clear and assured profit. On the other hand, he considered
the national gain to be that part of the imports which the nation
does not consume, “but either lays up in Commodities, or some
such adequate Treasure”. The fundamental orthodoxy of this
would-be heretic is significant.

Adam Smith, therefore, was not by any means tilting at wind-
mills when he wrote: “Copsumption is the sole end and purpose
of all production . . . But . . . the mercantile system . . .
seems to consider production, and not co. umption as the ulu-
mate end and object of all industry and commerce.” ®

195
practically

, in fact,

* On the outlook a3 a whole: [Amstrong], ed. Pauli 32, ed. Tudor Eeon.
Docs. 111 105.—Starkey, A Dialogue between Cardinal Pole and Thomas Lupaet
13
Mor o L
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4. THE IDEA OF SURPFLUS

The mercantilists had, however, another and more funda-
mental argument which brought them to the nation of
“treasurc”, still without regard to the use to which it might be
put. This argument, moreover, was much more plausible in their
time than it is to-day. It could be called the idea of surplus. It
was clear to them that just as an individual, a country must take
care that expenditure does not exceed income, in fact if possible
must aim at the opposite. The surplus would then be the nation’s
profit or increase in wealth, while a deficit would be the reverse.
It is obvious that such a notion presupposed some theoretical
interest, and therefore could only arise when economic life was
no longer taken for granted, but was considered a matter for
reflection and possible improvement. The vital point on which

(pr. England in the Reign of King Henry the Eighth, If, ed. J. M. Cowper,
Eariy English Text Society, Extra Series XI1I, Lond. 1871, 6).—[Hales],
Discourse of the Common Weal, ed. Lamond 0r, 84.—Mun, Duscourse 23 .
Engl. Tr. ch. 4, 7, 14 {ed. Ashley, 21 £, 36 [, 70).— Petty, Verbum Sap. ch. g,
Pol. Arithm. ch. 10 (Econ, Writings | 117, 9153).~ Davenane, Duscourses, 11 1381,
213, 220 1., 384 F, 419 ¢! passim; **An Essay on the East-India-Trade™ (as
appendix to the foregoing work) 31 f.—{M. de Samnt-Jean] 151 f. A condensed
statement of the conception occurs, 100, in a pamphlet by the rather over-rated
B. de Laffemas (Les tresors et richesses pour mettre ' Estal en splendeur. Panis 1508,
gt [.3.—[5. Clement], Dusc. of the General Notwons of Money, Trade, and Evchanges
18, 35.—P. W. v. Hornigk, Oesterreich uber Alles, wann e5 nur wall ch. g, qth
rule (Regensh. ed. 1723, qi.f.).—S[chrotter] ch. vg §3, 60 32, 67 §7 (st
ed. 163 £, 202, 292).—Modern parallels: sce, e.g., Festskrift (! Pontus Fahlbeck
den 15. Okt. 1915 {Lund. 1915) 114: “Sweden pays nothing for Swedish: sugar,
protected by customs duttes, if Swedish raw material, Swedish Jabour, and
Swedish capital are employed in the making thercof. For foreign tommodities,
both raw materials, capital and labour must be paid.”

On the relation between imports and exports, see Bodin’s work, quoted
in note 2, unpag-: “‘ce qui entre en lieu de ce qui sort cause le bon marché
de ce qui defaitloit.”—Mun, Engl. Tr. ch. 15 (ed. Ashley, B1). — Instruenzon
of 1622 to a commission on the cloth trade pr. Foedera, ed. Rymer, 15t edn.
XVII 414.—Coke, freatise 1: Wherein is demonstrated that the Chupch and
State of England are in Equal Danger with the Trade of It (Lond. 1671)
54, 6o, b2 f.; Treatise 111 unpag. Introduction: Petitions No. 31, 44, elc.—
Cary, An Essay on the State of England (Brisiol 1695) 52 f, 126, —Davenant,
An Esiay upon the Probable Methods of Muking a Peopls Goiners in the Ballance of
Trade {Lond. 1609} 46, 127 f.—{]J.} Law, Considérations sur le commerca et sur
argent ch. 4, v (La Haye 1320, g1 fT,, 165f): “Le commerce entre deux
nations différentes n'est que U'échange des denrées.”’—Mandeville, The Fable
of the Bees: or, Private Vices, Publick Benefils, Remark (ed. F. B. Kaye, Oxf,
1924, I 109 ff.}: “buying is bartering.”—Adam Smith, Wesith of Nations,
Bk. 4 ch. 8 {ed. Cannan II 15g).
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this argument stood or fell was clearly the question of the tangible
form in which the surplus or deficit was realized. And the most
natural thing was to consider this as changes in the amount of
moncy.‘Wc might almost say that this was a necessary link in
economic thought under conditions of money etonomy. In this
case, too, the conclusion was chviously “treasure”.

This idea, stated explicitly, recurs continually in the literature
of mercantilism, and 1if one includes its implicit form as the
unstated assumption behind mercantilist reasoming, 1t was
probably ubiquitous. Some cxamples from as widely separated
periods as possible within the mercantilist epoch may serve to
iltustrate the puint.

In an extraordinardy lucid and intelligent memorandum
of the time of Queen Elizabeth, the usual question of the causes of
an outflow of precious metal was being discussed. The author,
who remains unknown, gradually leads up to the cowa causarum,
the fundamental basis on which all the others rest, namely, “If
England would spend less of foreign commodities, than the
same [native] » ommodities will pay for, then the remain must of
necessity be returned of sifver or gold; but if otherwise, then it
will fare in England in short time, as it doth with 2 man of great
yearly living, that spendeth more yearly than his own revenue
and spendeth of the stock besides.”

Mun developed the idea at the beginning of his two essays,
giving figures, in accordance with his excellent business habits.
An individual with an annual income of [1000, and with £2000
ready money 1n his safe will have lost, he asserts, all his money
in four vears if he spends £1500 a year, but he car double his
wealth in the same time if he only spends £500 a yeir; “which
rule never faileth likewise in the Commonwealth, but in some
cases (of no great moment)”. John Locke, the onl, phalosopher
among the leading cconomic writers of the period and one of the
greatest among the philosaphers, imagined society in the form of
the island of Portland, administered on the lines of a public
estate (Seme Considerations of the Consequences of the Towermg of
Interest, and Ratsing the Value of Money, 1691). In his example, the
first proprietor of the 1sland has a surplus of a 100 a year, if he
sells and receives the balance m money; but his spendthriit son
does the reverse, The former grows rich nd the latter poo , erge:
“We have seen how Riches and Money are got, hept or lost, in
any Country: and that is by consuming less of Foreign Com-
modities than what, by Commodities or Labour is paid for.”
As we see here, the argument remained unchanged from the
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timc of a Tudor politician to the founder of 18th-century
philosophy.?

To-day no ¢omparatively educated person would imagine that
the normal way of effecting an increase in one’s wealth or capital
was to place reAdy money into a safe, or of effecting a decrease
to take money out of it. To-day he would reckon on the amount
paid into his banking account or taken from it. Quite a number
of people even know that the savings find their way from the
banks into real capital investments in industry and other com-
mercial activities. Now it would be a mistake to believe that
capital invested in the form of the furnishing of credit never
occurred in Tuder times. On the contrary, it obviously played an
important part in England even at that time, precisely in industry
and trade, and there is no doubt that it constantly grew in
importance later. But it took a long time for people to rid them-
selves of the feeling that interest was something reprehensible;
and the hoarding of money ciearly went on for a very long time.
Direct capital investment without the mediation of credit natur-
ally occurred side by side with credit, and the mercantilist
writers took passing note of it when it occurred in agriculture
in the form of land improvements. But it 1s doubtful whether they
all realized that this constituted real capital devclopment,
though it appears ftom the passage previously quoted that the
author of the pamphlet ascribed to Papillon did so {z.5. 11 191.)8
If, then, it is explicable that they frequently pictured an increase
or a decrease in wealth as a change in ““treasure”, then it is also
equally clear how they took the salte mortale—which is quite
evident in the quotation from Locke—from the increase in
capital to surplus in foreign trade. For what was conceived
to be the only admissible form of surplus, i.e. “treasure”, could

T Memcerandum of the time of Ehzabeth: pr. Schanz, Engl. Handelspaliik
I1 649.—Mun, Duscourse t 1., Engl. Tr. c¢h. 2 (ed. Ashley, #}.---Locke, the
essay quoted in the text {in Several Pupers relating to Money, Interest and Trade,
etc,, Lond. s6gh, [[] 26f.). —Cp. Adam Smith, Wealth of Nalions, Bk. 4 ch. 3,
who comes 10 the conclusion that there 15 a distinction between the balance of
trade and “the balance of annual produce and consumption’” {ed. Cannan
L 461).

® On the granting of credit in the Tudoer peciod @ R, H. Tawney’s introduc-
tion to Th. Wilson, 4 Discourse upon L'sury (Lond. 1925) 19, 43- 60; for a later
standpoint cp. Chuld, 4 Discourse rane. Trade {note 4 in ¢h. 1) 19 *'most of cur
Trade being carried on by young men that take up money at interest.” —On
the hoarding of monry, c.g. Macaulay, Hustory of England, ch. 1g, 20 (1st ed.
1V, Lond. 1854, 920, 450 f1.).—COn land improvements {in connectron with
the rate of interest), e.g. [Bir Th. Culpeper), 4 Tract against Usuree (1621),
repr. in Chald, op. i, 222 ., and Child himself, wp. ¢zt 44,
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be achieved in a country without silver or gold mines only by
this kind of trade.

On the other hand, as the following will demonstrate, the
mercantilists were very doubtful as to the utility of an amassed
treasure. But precisely for this reason, a surplus «f precious metals
was considered more valuable for society than it would have been
if it came to private individuals; for society could dispose of the
metals in other ways than by hoarding them: it could allow them
to circulate. And so a solution, the treatment of which belongs
to the next chapter, was reached.

It is now clear that the insistence on the part of thc mercan-
tilists upon an increase in circulation need not in the least have
been rooted in any insufficient supply of the circulating medium.
Conversely, that insistence cannot demonstrate che actual existence
of any insufficiency. Increased circulation was required in order to
dispose of the desired influx of money and preciou metals, and
that influx was considered the only way of increasing the wealth
of the country. There was an undeniable, if somewhat fantastic,
logic in tiis argument. Once thss is clanfied, we need no longer
suppose that some peculiar state of affairs existed, corresponding
to the mercantilisty’ theoretical outlook.

5 MONLY \S CAPITAL AND REVENUE

The notions outlined here show that money was identified wnth
capital. This moreover is very natural. Even to-day we have “the
money market”, “"dear moncy”, and “cheap money™ as reminders
of these notrons which recur again and again in various forms.
The explanation 15 primarily that provision of capit~ and credit
in a monecy economy nearly always takes place in 1t » form of
general purchasing power, i.e. of money, and is not measured
in quantitics of other material objects. A niore profound analysis
would also consider the strong and mamfold connection between
money and capital, which consists in the fact that changes in the
value of money on the onc hand, and variations in the ratc of
intercst from the equilibrium rate of interest on the other, are
closely linked up: the effect of supernormal and subnormal rates
of interest on the value of money, and on the other hand the
possibility of lowering the rate of interest through an increase in
the quantity of money. No other branc™ of economics has been
more beset with confusion and misunderstanding, and it would
indeed have been remarkable if the new economic thought had
found the correct solution from the start. We could not really
expect anything else than that money and capital should be



200 MERCANTILISM AS A MONETARY SYSTEM

identified with one another, and it i3 moreover easy to realize
that this identification differed little from that of money and
wealth. The latter Wdenuhicaton requires, fon this 1cason, a further
explanation. i

The position L f the more perspicacious mercantilists was in
this respect, as in many others, perfectly clear within certain
Yimits. For them, money was-—to use the terminology of to-day—
a factor of production, on the same footing as land, sometimes
regarded as ‘“‘artificial” wealth as distinct from the “natural”
wealth; interest on capital was the payment for the renting of
money similar to rent for land. In so far as mercantilists sought
to discover objective reasons for the height of the rate of interest
—and they did s0 more and more during the period —they found
such reasons in the total quantity of money. Many of the quota-
tions brought hitherto illustrate this; and it is of paramount
importance for the subject muatter of this chapter. From the
abundant material available, only the most typical examples
will be selected, so as to demonstrate first and foremost how lasting
this notion was, how deep-rooted and independent of practical
considerations. To separate the two constituent parts of the
notion—money as a factor of preduction and interest as deter-
mined by the amount of money—is an unnecessary labour.

Both of the protagenists in the struggle over monetary policy
and the East India trade in the early 1620’s in England were in
entire agreement on this point. Gerard Malynes stated, giving
detatled reason for his assertion, that “Plenty of money decreaseth
usury in price or rate’” {Lex Mercatoria and Mantznance of Free
Trade, 1622). His truculent and rather unscrupulous adversary,
Edward Misselden, replied that *The remedy for Usury may be
plenty of money™ (Free Trade, or the Meanes to make Trade Florish,
same year). Of two leading writers of half a century later, Chald,
the omnipotent leader of the East India Company and 1ts most
skilful advocate, discussed (1668) the question of how far the legal
maximumn rate of interest, which he emphatically demanded,
would result in drawing “the money” of the Dutch away from
England. He found a remedy for this dreaded disadvantage in
the easier transferen<e of bills of debt, f these were used as
currency, for this, he said, “will certainly supply the defect of
at least one-half of all the ready money we have in use in the
nation”. Petty, the other writer, who was entirely unaffected
by the clash of interests, was in agreement with the rest when he
explained the “natural” fall in the rate of interest from 10 per
cent to 6 per cent by the increase in the amount of money (Politi-
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calArithmetick, 1676), and advised lending at interest as an appro-
priate remedy for a country with too much “Coin” (Quantulum-
cunque concerning Money, 1682). Still later, towards the end of the
tentury, Davenant spoke at length of the “Radical Moisture”,
which was presumably equivalent to capital, in die modern sense
of the term—it occurs, too, in Malynes—and at the same time he
was obviously interested n real national wealth. But, like Petty,
this did not prevent him from explaining the decrease in the
rate of interest as due to “a greater quantity of money got some
way or other into the Kingdom™ {:698;.

This reasoning, naturally enough, was by no meuans confined
to England. Several years later (1701 and 1706), for example,
French merchants and statesmen complained of the prevailing
scarcity of coin (disette des espéces) as the cause of the high interest
rates, and they were anxious 10 lower the rate of usury by increas-
ing the circulation of moncy.

In the 16g0’s inflationist aims were given a most powerful
fillip, as will be examined more closely in the following chapter.
The relation cetwcen these aims and the identification of money
and capital is obvious From the theoretical point of view, a
much admired little pamphlet by John Asgill, entited Several
Assertions Proved n Order to Create  Ancther Species of Money than
Gold and Silver (16gh), i particularly interesting in tlas connec-
tion. Its reasoning is, indeed, quite impossible, but nonc the less
it provided, on the whole, an accurate picture of the consequences
of a fall in the rate of interest; and by combining this with the
notion that the rate of interest was dependent on the quantity
of money, it arrived at its extremely characteristic r onclusion,
The argument was as follows. Like several of the * yojectors”
of that time, Asgill had made what he catled the invention of
issuing papcr money against security in the form of land—the
most famous instance of which occurred a certury later, during the
French Revolution, in the form of the assignats. Now Asgill, in
accordance with almost all mercantilist writers, wanted to make
the value of land as high as possible, and he found his *‘invention™
of invaluable assistance because it would lower the rate of
interest and, if it achieved its theoretical object, would abolish
interest completely. This would make land “inestimable”, 1.e.
give it infinite value. So as not to ar use exaggerated Lopes,
Asgill added prudently, “‘But this is the Invention perfected, which
we must not promise ourselves to see. I only mention it, 0 shf:)w
that the falling of interest by this invention, will be a growing
improvement to lands, cven to an infinity.”” Such arguments
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as these should surely give pause to those who look upon the tenets
of mercantilism as expressions of the actual conditions of the time;
for in fact, they are something quite different: they are bold
conclusions drawn from theoretical notions. The admiration
aroused by the vritings of Asgill and the many who thought like
him proves sufficiently that they represented widely held views.

Another train of thought, rooted in the same fundamental
economic outlook, is adequately represented by the Austrian
von Schrétter. He was one of those who, throughout, used the
term “‘capital” in referring to what properly belonged to money
and money alone, as for instance when he said “and thus a prince
can use the whole capital of the country, and even more than what
the whole capital is worth [sic], if only he uses it up again and
puts it into circulation among the people”. While this may be
true of money as used in exchange for different goods and ser-
vices each time, Schrotter apparently believed that the same
material objects might be consumed several times, rather like
Eber Sirimner in the Nordic saga, who rose again every time he
had been devoured by the gods. Theideais very difficult to uproot.
In the Dutch literature, for example, it occurred in the belief
that a2 war could support itself for an unlimited period if only
money remained in the country—a belief which recurred in
literally the same form among prominent German economists
during World War 1, and in both cases was due to the confusion
of real capital objects with money. For if money itself is “con-
sumed”’, this simply means that it passes into someone else’s
possession, and this process may continue indefinitely. No elaborate
explanation is required to show that things do not work out
so favourably in the case of material objects which are employed
in the upkeep of a prince’s court, for the maintenance of soldiers,
or for the manufacture of munitions.®

¥ Malynes, Consvetudo, vel Lex Mecatoria, Part 11 ch. 11 (15t ed. Lond, 1622,
335), c¢p. Part I ch. 5 and Part If ch. 2 (1sted. b4, 260), and Mawmtengnee of
Free Trade (Lond. 1622) g8.—Misselden, op. aut. 116 f—-Child, A New Discourse
of Trade, Preface {unpag.}) and A Duscourse conc. Trade, repr. in the previous
work 15.—Petty, Pol, dnthm. ch. 6; Quantulumeunque Ques. 27 (Lcon, Writings
I 304, It 446).—Davenant, Discourses on the Publick Revenues, 11 12, 23, 47, g6,
3:6.—~Des Casaux du Hallay, merchant of Nantes, to the conlrflrur géndral
1701 {“la disettc présente des espéces et . . . le prix excessif qu'en retirent
pour intérét ceux qui le donnent dans le commerce™); the contr, gén. to the
Intendant in Champagne 1706 (*‘chercher toutes sartes de vuies pour sendre
Pespéce plus commune dans le public, afin que, gi I'on ne peut pas empécher
tout & fait ces usures, ou en duminue au moins le prix’")—pr. Correspondance
des contrdins généraux, cd. Boislisle 11 No. 332, 984.—Asgill, esp. Themes 10
& 12 {Reprints of Econ, Tracts, Balt. 1gos, 19 f1.); cp. Defoe’s enthusiastic
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From'the point of view of the relationship between money
and capital there is no mercantilist author more interesting than
John Locke. What places him in so unique a position is the fact
that his philosophic training enabled him at times to attain
a clarity of argument unparalleled among osher mercantilist
writers. At the same time, since his general outlook was mer-
cantilist in every respect, one may obtain from him a clearer
picture of this outlook than from any other writer, at least in those
matters with which he deals. The contrast between Locke and his
younger contemporary, Davenant. is, in this respect, particu-
larly marked. The latter was confused and inconsistent, partly
perhaps just because he was far more open to post-mercantilist
ideas than Locke. One of the two points which Locke discusses,
with a lucidity unexcelled in mercantibst iflustration, is precisely
the relation of money to capital e was a devastating critic of
the demand for a maximum rate of mterest, which had its most
talented advocate in his contemporary Child. This illustrates
afresh the fundamental agreement in outlook, even where there
were great auilerences in practical demands The same situation
reappears in the case ot fohn Law; for in spite of the tempera-
mental differences between Law and Locke, between the daring
speculator and the staid scholar, and in spite of the eriticism
levelled by Law agamst the famous philosopher, he was yet
powcrfully influenced by Lodke, and not least, on this particutar
point, by Locke’s 1deas on money.

The point of departure in Locke's argument was the identity
of capital and money, and thiy conception persists throughout
Locke’s book trom the fint page to the last. *"The nsaral Value
of Money,” he wrote, “as it Is apt to yield such an year.v Income
by Interest, depends on the whole quantity of the then passing
Money of the Kingdom, in proportion to the whole Trade of the
sudgment (An Esigy upon Projects, Lond  1bg7, 67, wlich dors not by any
racans stand alone “Mr John Asgill . in a small tract entitled . . has
sa disunctly handled tius very Case [a bank tounded upon land as security]
with such strength of Argument, such clearness of Reason, such a Judgment,
and such a Style, as all the Ingentous part of the World must ackoowledge
themselves extrenmeh, Oblig™d to hum for that Piece ™" For the sake of complete-
ness, T might add that Asgidl did net mean what a modere econonust would
tend to read o his argument, ve. that the 1ate o1 capitahzavon (the
mver ted 1ate of anterest) becomes mbinely high it the rate of interest ‘alls o
zero.—S[chrotter] ch. 7 §7 {15t ed 68). —Comp .usons between natural and
artificial wealth 1n the above sense to be lound, e g, A Durourse of Money
{Lond, 16g6) 21, ascribed vu very dutnous grounds to ). Briscoe. —Laspeyres,
Gesch, d. votkstw. Anschauungen der Nuderlander 138.—For modern parallels,
see my book Virldskrigets ekonomi (Sthlm. 1913} 153.
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Kingdom, (i.e.) the general Vent of all the Commedities.” The
rate of interest, in other words, is determined by the amount of
money which, according to Locke, determined the value of money
or the level of prices. “In Money there is a double Value,” he
says at another point, “. . . as it is capable [first] by its Interest
to yield us such an yearly Income; and in this it has the Nature
of Land, the Income of one being called Rent, of the other,
Use”; secondly, “Money has a Value, as it is capable by Exchange
to procure us the Necessities or Conveniences of Life; and in this
it has the Nature of a Commodity”. Here there is no possible
ambiguity that moncy is considered partly, to use modern ter-
minology, a factor of production, on the same footing as land and,
like land, capable of yielding an annual profit, and parily a
general means of exchange, With perfect consistency, Locke
concluded his refutation of the arguments in favour of 2 maximum
rate of interest in the following terms: “All the imaginable ways
of increasing Money in any Country are these two: Either to
dig it in Mines of our own, or to get it from our Neighbours.
That 4 per cent 1s not of the nature of the Devising-rod {divining-
rod], or Virgula Divina, able to discover Mines of Gold and Silver,
I believe will easily be granted me. The way of getting from
Forcigners, is either by force, borrowing, or Trade’-—and
since 4 per cent did not possess this power either, he considered
his thesis proved. Locke’s argument would be irrefutable if capital
really were synonymous with money, and interest with the price
for the loan of money; as thisis not so, itis entirely irrelevant. 1
On its own assumptions, the mercantilist argument was thus
applied with perfert clarity, so far as it went, and the reasons
for the increase in the stock of money satisfactorily given. If a
greater guantity of money was te have the same importance for
the economic life of a couniry as an increased amount of land
or other natgral materials, then obviously no further proof was
required as to its desirability. The wealth of society obviously
grew, in that case, with the quantity of money. But if further proof
of his conception was nevertheless required, a very powerful
proof was to be found in the belief that in this way the high rate
of interest, which was universally attacked, could be lowered,
even though interest as such had already proved ineradjcable.
Of course, if asked point-blank, the mercantilists would certainly
not have said that money could produce commodities in the
same way as land could. They merely omitted to carry their
ideas to their logical conclusion and thus acquired what
19 Locke {sec above, note 7) 49, 52, 7¢ £, 128.~On Law, sce below esp, 251,
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was in their cyes an unshakable support for their monetary
policy.

By considering the matter from a point of view opposite to
that of most mercantilist writers, and further illustrating this
mercantilist ideclogy in the sphere of money, 4t is passible to
obt?.in an even clearer impression of how deeply rooted these
notions were. An opportunity for doing this i provided by
Johann Joachim Becher, the most original thinker among German
mercantilists and the most remarkable personality in the whole
of the economic hiterature of that time. In striking contrast with
the best known among the English writers, who were sober men
of business, Becher was a surgeon, chemist, and alchemist,
inexhaustible in his supply of invective against his adversaries,
a projector, a dreamer and a fanatic all tombined. He would
soluetimes let fly ar princes, whose good favour he nevertheless
curried, and at other times would even direct scat’ ing attacks
on the practical aims of the mercantilist system inelf, emploving
arguments that were surprisingly revolutionary for the 17th
century. In 1v0¥ he brought cut his most fameus work, which
later went through a number of editions, the Pelitrsche Doscurs
von den eigenthchen Ursachen des Auff- und Abnelomens der Stadt, Lander
und Republicken, setting forth, 1n the main, orthodox mercantilist
views. .\ short while later, in 10bg, he pablished an extremety
peculiar little book of an entirely different nature caled Moraf
Drscurs von den eagentiichen Ursachen des Gludky und U nglucks, which
was completely overlooked by his contemporaries. There folowed
in 1678 his Psychosoptia oder Seelen-Wenshedd, a book similar 1n
character, but somewhat wider inscope. [n both the T rter, Becher
put forward ideals of a semi-Rousscauesque, and at he same
time (ommunist complexion, long before Rousscau was born.
In them he broke a lance with the problems of prac.ical mercan-
tilism, not only as regards the princes’ craving for money revenucs,
but also as regards their endeavours to increase the guantity of
money. From our poini of view, the important thing is that these
very heiesies concerning practical policy prove quite clearly that
even Becher regarded econouie affairs in no way different t'ror‘n
his contemporarics. He reproduced the universally held behefs,
but in a so to speak inverted form. _

Like many another Utopian, Becher ~garded moncy it.clf as
the primary cvil. *“Thus it is money’s father who tyrannises the
world and it happens that he becomes great and owns slaves;
many thousands of unfortunate people must s.uﬂ‘er under the
spectre of money. For if there were no money it could not but
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follow that we should all be equal and happy.” “Money is the
cause of all idleness and slavery. He who has money will not work,
but pays for work. . . . Contrariwise he who has no money,
therefore becomes a slave. . . . Thus is money the mainspring
and source of a#l sloth, slavery and many other attendant evils.”
If money {or its currency) were abolished, “‘all would then become
equal, and no one would any longer wish to serve another but
all would have to work”. Labour would take the place of money,
a thing which everyone could possess and he who had not such
money might well be despised. What Becher calls money in these
passages quoted from the Moral Discurs was clearly capital. Any
possible doubt may be allayed by the interesting comparison of
this passage with ar idea taken from his conception of a Utopia
(elaborated in detail in his Psychosopiua). ‘A stock of money,”
ke says, “must be accumulated to make a start during one or two
years.”

What he evidently means by this i1s that his Utopian society
would have to live during its early years from an accumulated
stock, before communistic production had gathered steam. Money
as a means of exchange was no more necessary at the beginning
than later. It is likewise evident that the nature, and even the
existence, of means of exchange must have been allogether irrele-
vant with regard to the possibility of living without work, whith
was precisely the state of affairs which Becher wanted to abolish;
this 1s most easily seen from the fact that slavery was amything but
a creation of an economy of exchange. What Becher intended was
to do away with capital and thus remove any possibnlity of
unearned income, and this he meant to bring about by abolishing
money, His bitter criticism of society, therefore, contains precisely
the same theoretical conception as that to be found in the
respectable  bourgenis mercantilists, whoe were in complete
harmony with those social principles of the r7th century that
Becher turned against. The contrast in social ideals thus did
not prevent compiete agreement in theoretical outlook, !t

The identification of money and capital is very closely related
to the identification of money and income, that is the beljef that

11 Becher, Moral Drs-urs {Frankf. a. M. 1606g) 150 {., 159-60, Psyshosophua,
Ques. 116 (2nd ed. undated, 111 £}, Of the former, vhich 13 said to be very
rare, one copy 1s to be found in the Royal Library at Stockhinlm, unfartunately
without the name of its former possessor. It must be emphasized that these
books do not at ali owe their importance to their influence uron contem-
porary thought, for that was probably nil, but to the light they throw upon the
workings of the mind of one of the feremost mercanulist writers,
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income consists in meney because it is expressed in money. This
belief was only to be expected, but it was pregnant with conse-
quences.

Less of it is to be found, perhaps, in Petty’s writings than in
those of any other mercantilist. That he was ahle to steer clear
of the belief was undoubtedly duc to the methods of his political
arithmetic. They led him to emphasize, in the earlier of his two
treatises on Ireland (Political Anatomy of lIreland, written about
1671-73, published 16g1), that money, in England just as in Ire-
land, was no more than a tenth part of the annual “expense”,
or what to-day would be called the annual revenue of the country.
From this fact Petty drew two conclusions, firstly, that a doubling
of “cash”, by destroying half of the “wealth”, was obviously
bad economy; secondly, that both must increase in the same
proportion. In this diagnosis only the substitution of wealth for
“expense” (income) is unwarranted-—otherwise it U quite con-
sistent. But at least a few years earlier (in Verbum Sapienti, written
in 1665, though published in the same yearas the previous work)
even Petty hal shown a faisly strong inclination to identify
money and income. Yor among the various and manifold virtues
of money, he nawely includes the following: It beautifies the
whole, although more especially the particular persons that have
it in plenty.”” Since Petty could not possibly have mcant that
these fortunate heings adorned thehr persons with gold or sitver
coins like gypsies, he must obviously have been thinking of their
money income ; but that did not prevent the argument from being
part of the discussion on the quantity of money in the country.
The majority of mercantilists, however, obscured th~ facts to a
much larger extent,

In e+ idence of this are the quotations from Becher, given above,
as also Schrétter’s conception of “capital”; for what Schrotter
called capital was in fact more in the nature of income. Becher
manifested the same confusion in another connection. In the
latter part of his lifetime he attacked alchemy—though he still
believed in its practicability—with the argument that nobody
would make shoes or bake bread any longer if he were able to
manufacture gold. A good parallel may be drawn in this connec-
tion to a later author, who was also preoccupied with the
cconomic fundamentals of sociery but had totally diﬂ’crf:nt
practical attitude. 1 refer to Mandeville, who, in cxplaining
his charming notion that it was dangerous to give working pco;_)ie
an opportunity for saving, said, “It would be easier . . . 10 hv?
without money than without Poor, for who would do the work?’
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That even money would not provide anything for the poor man
ta live on if all people abstained from working was a consideration
which he, just as much as Becher, overlooked.

Of greater practical importance was the effect of this confusion,
treated in Part d1, on the principles of public finance, particu-
larly with regard to the amount of meney sufficient for the pay-
ment of taxes. Discussions on the point usually set out from the
idea that .u drawing its revenues the crown distrained on a
corresponding part of the quantity of money in the country.
For this reason Clement Armstrong in the 1530’s believed that
just as much precious metal must be imported from abroad as
the king wished to raise from the people. For the same reason
Colbert in 1670 entered upon his lengthy disquisitions upon the
relationship of the total amount of taxation to the quantity of
money in circulation. And for the same reason, too, Davenant
in 1698 considered it necessary to impose less heavy taxation on
outlying English counties, because money in his opinion was
accumulating in London. It is not difficult to see how the per-
petaally impecunious governments during the period of mercan-
tilism must have been led by such notions into directing their
policy to the gaining of as large as possible a store of the precious
metals as a necessary condition for an increase in revenue;
Colbert’s endeavours in that direction have been noticed in the
second part.

These views of the politicians had some reality belind them,
more particularly because of the difficulty in some countries of
collecting taxes in morey instead of in kind, To the extent that
this was the case, the problem belongs to the next chapter,

The conception is illustrated still further from a new and
thearetically very instructive angle by the mercantilists’ belief
that whenever money changes hands it creates nrew income.
Schrotter was expressing a generally accepted mercantilist idea
in particularly clear terms when he wrote: “The more a manu-
facture causes money to pass from one hand to another (which
we call exchange) the more useful it is to the country, for so many
people does it maintain”, or in another passage: “Through
the exchange of money the sustenance of so many people is multi-
plied.” Schrotter thus believed that, because every time money
changed its owner it represented one income after anather, it
itself was what provided sustenance in proportion to the number of
hands through which it passed. In this he expressed one aspect
of the deep-rooted belief in the “utility of luxury” and the evil
of thrift. Thrift, in fact, was regarded as the cause of unemploy-
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ment, and for two reasons: in the first place, because real income
was believed to diminish by the amount of money which did not
enter into exchange, and secondly, because saving was believed
to withdraw money from circulation—this latter point of view 1s
not discussed here. It was thus perfectly consissent of Schrotter
to head his sixth chapier “How a prince should limat hus thrft”
In 16g5 the same argument was put forward by Cary with even
greater clarity, if that were possible He stated that 1f e erybody
spent more, all would obtain larger 1ncomes ““and might then
live more plentifully”. There then arose, i his opmion, a “flux
of wealth”, “ausing variety of Fashions, which add Wings
to Men’s Inventions™ 12

What this shows 1s what would naturally be expected, although
it 15 not in general emphasized. The root of the customary mer-
cantilist outlook was not mounded specifically in the 1denuifica-
tion of money and capital, but througheu! 1n. an entire! | exphcable,
though no less fateful difficulty of distinguishing between Juno
and the cloud, between money and what money represented

6 THE ACCLMI L VITON OF TRBASURLE

Apart from the many posabalitics, treated above, of confuane
moncy with what it represented —~ap 1zt too, from 1ts function as
a means of exchange, treated 1t the next chapter ~a third reason
for the mterest in money and precious metals may be conadered,
namely their use as treasure in the hiteral sense of astock of valuable,

11 Petty, Pol Anat of el b 11, berbum Sapents ¢h 5 chen Wrinngs 1
192 f, 113) - Becher, Pachriotiie Ques 118 (p 526 Mandeolle Remark
Q.1 1311 -[Armstrong]. ed Pauh 61 67 ed Fodir Foon odwr T 135,
120 — Colbert see above 71 - Davenan, Deesuriey 1T o521 238 —
S[ehrotter] ¢b Gand 1y 86, 11 gested Bt g Cary 1 £ on the
State of Fugland. tn relation to Jts Trade etc Lond it 14810 —It would be
tempting to take up in this connecnon the dishpcsen beseen “imvestment”
and “saving'’, so much discussed during the gieat de pression of tg2a 33 Bue
this would take mie too far aticld and it does not appear to be necessany
Lven if the explanatone given along these hines have been cortect with regard
to present-day difliculties, T de not think that thes would cover any important
part ol mercantilist views and facts That “pames’ and crecit dislocations may
Lave had somethmg 1o do with the way ol locking at money 1o the (7th cen-
tury 15 posnted out 1 the next chapter wr 222 £3, but the tundamental unty
wn mercantling doctrine dusing a long perod ddearhy pownts ta an explanation
uncennected wath occasional occuricnces

1" This sechon has been e atianged and parually revised from the hnt
ediion  In general, relerenee should be made o Miner op of - 22-2,4 and
45 51, which includes many guotations which, lor 1easons of space ¢ ninot ber
ginen here There appeats (o be no lundamental dilferen e between our
intefpretations
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casily saleable objects, primarily kept with the intention of using
them in exchange for indispensable commodities in times of crisis.
It might be expected that this idea represented an important
motive in mercantilist monetary policy, but in fact this was not so,
not, at least, as+ basic principle. The relationship is not entirely
simple, and complete consistency is to be found neither in the
realm of practical policy nor in theoretical discussion. The general
tendency among the more discerning of the seventeenth century
mercantilists seems fairly clear, however, and can best be seen by
examining their general conception of money. If we do this the
subject rakes on a new and a somewhat unexpected appearance.

At the out~et it might be wondered whether states showed any
interest in the accumulation ot treasure, with the prime oabjective
of preparedness in case of war, When it is remembered that at
the beginning of World War | the German Reich had accumulated
a war-chest of 205 milhon marks in Spandaun, and that the gold
reserves of the central banks of both France and Russia were
looked upon primarily as war-chests, it would seem natural to
expect that great importance would have been given to such
accumulations in the warlike seventeenth century.

If one examines the policy actually pursued, however, it appears
that this consideration was either insignificant or entirely non-
existent during the heyday of mercantilism. [t was found at the end
of the Middle Ages and only sporadicaily during the 16th and
early 1 7th centuries, even in economically well-developed countries,
in particular in Italy. Pope Sixtus V, for example, accumulated a
great war treasure in the Papal States, which disappeared never-
theless within a year of his death—a common fate for such
accumulations. At the beginning of the next century, traces of such
a policy make their appearance in France under Henry IV and
Sully. During the following perind, however, no such accumulation
of state treasure existed in either France or England. The countnes
where such accumulation did take place were of no significance
in the development of the main doctrines of mercantilism, and
their methods of national finance were medteval rather than
mercantilist in character. Examples of such countries are
Sweden under Charles XI, whose treasure met the same fate as
that of Sixtus V, and morc particularly, Prussia under Frederick
William 1, though in this case after the period here considered.
Thus, whatever may have been the extent of the mercantilists’
interest in war treasure, clearly this interest led to no results
worthy of mention,

It might also he expected that precious metals fulfilled another
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fungtion in the hands of the state, namely, to provide reserves in
the modern sense, without any regard for the purposes of
war. In thc merf‘,anuhst period, the most obvious use for such
accumulations might well have been to provide for needs arising
out of crop failure, other occasional import neegs, Or to cover a
temporary decline 1n exports. This possibility is mentioned in the
literature, as will be seen, but I do not know of any practical
application of this idea,

There is thus but little 10 be said about the actual practice of
accumulating treasure. The treatment of the subject in the literature
is considerably more interesting, although it should be noted that
it figures more prominently there than ever it did in reality,

The Renaissance exponents of the art of statecraft, like the
Scholastics before them, looked upon the accumulation of treasure
by a prince as a sign ol financial strength, The German paitical
theorists of the 16th and early 17th centuries—Borritz, Besold,
Faust, Klock, Obrecht, and others -—devoted a major part of their
interest to a “‘treasure chamber™ {aerarium). The German Cameral-
ists were appt priately numed; their interests lay primarily in the
strengthening of the prince’s camera, but as far as 1 know, this
interest was not in treasure it precisely the meaning used here.
Even if 1t had becn, it was not an interest which greatly aflected
developments in western Europe which are my chief concern here.

One of the frst expressions of these ideas is found in the work
ascribed to Hales, A Discourse of the Common IWeal. A marginal
sub-heading summarizes his views: A prince ought to have
great treasure, or else his subjects, apgainst all events”. The
text then continues as follows: “for if we should have wars
or dearth, as we have had, and should need cither artillery
{munitions) or ather aid of strangers, it s not the coin we have now
could provide us that. And so bhkewise, if we should have great
searcity of corn within the realm. . .. Then our commmodities were
not able in a notable scarcity to contervaluc it, sithe now in
plenteous years it doth bring i but scant enough of things necess-
arv. Then if both war and dearth should come together, as it hath
ere this, how should we do? Surely we should be tn a very hard
case, and much in danger of strangers. On the other side, if there
were some store of treasurcs within the Realm, though there
should happen to be both wars and dearth yet we should be able
to abide them for a year or i) or 1ij; for I had as lief a thousand men
had inadearyear £ 100,000 among them in good coin as a thousand
barns full of corn worth a hundred pounds a picce; for the money

would fetch as much corn as all the barns would come to. And
Vieu ., bt 14
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money is, as it were, a storehouse of any commodity you wquld
have.” Here was a clear reference to a cash reserve for unforeseen
needs—peaceful needs.

During the 17th century, however, writers who took this
attitude were few and far between. Apart from one’ French
writer, there are in fact only two deserving of our close attention,
both of them leading mercantilist authors—Mun and Petty.

Several short chapters were devoted to the question of state

treasure by Thomas Mun in his second and most famous work, in
which he dwelt upon the evils that tay in store for a prince who
neglected his duty in this respect. In Mun’s opinion £ 700,000
ought to be set aside annually *‘to make the Kingdom exceedingly
rich and powerful in short time”. At the same time, his main view
was that the increase of treasure should never exceed the amount of
precious metal which Howed into the country as a result of an
excess of commodity exports. In his discussion thercof, he refers
with considerable realism to the material resources a prince
might use to serve the ends of war~—and to some extent—of peace
as well. His discussion deserves to be quoted iz extense on this
point:
*“Neither are all the advances of Princes strictly tied to be massed up
in treasure, {or they have other no less necessary and profitable wayes
to make them rich and powerfull, by issuing out continually a great
part of the mony of their yearly Incomes ta their Subjects from whom it
was first taken; namely, by ¢employing them to make Ships of War, with
ali the provisions thereunto belonging, to build and repair Forts, to
buy and store up Corn in the Granaries of cach Province for a years use
{at least) aforehand, tu serve in occasion of Dearth, which cannot be
neglected by a State but with great danger, to erect Banks with their
money for the encrease of their subjects trade, to maintain in their
pay, Collonels, Captains, Souldiers, Commanders, Mariners, and others,
both by Sea and Land, with good discipline, to fill their Store-houses
{in sundry strong places) and to abound in Gunpowder, Brimstone,
Saltpeter, Shot, Ordnance, Musquets, Swords, Pikes, Armours, Horses,
and in many other such like Provisions fitting War;. "

On the following page Mun continues in the same vein: “for
although Treasure is said to be the sinews of the War, yet this is so
because it doth provide, unite and move the power of men,
victuals, and munition where and when the cause doth require;
but if these things be wanting in duc time, what shall we then do
with our mony?”’ This is far from being a defence of war treasure,
and it may be asked why such preparations for defence ought first
to be emphasized when treasure would otherwise exceed the inflow
of precious metals.
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Petty explained the need for precious metals for purposes of
protection in general with an argument he never tired of repeating,
that ordinary goods were wealth merely “pro hinc et nunc”, since
their valpe was entirely imited to the time and place in which they
existed Money, on the other hand, was “umversal wealth’.
Another point of view was of greater importance for him, however,
namely that a country could just as well have too much as too
Iittle money, Since he held fast to his demand for an excess of
unports of precious metals, the question was where this excess
should go 1f 1t were not to go into urculation Accumulation by
the state was thus a remedy, although the small significance
Petty allotted this method 1s seen from his advice at another point
that the heaviest comns be melted down and made into plate and
gold and silver vessels This advice did not spring from any real
interest 1 the buidding up of reserves 1in the form of precious
metals It must be stressed that here, as so often el.ewhere, the
mercantiist authors were governed by purely theoretical con-
siderations, they felt the necesaity of following their reasoning to
ity logicar conclusion, rather than of accounting for existing
practices which they observed T[his was the case with Petty 1n
particular, for whom personal interest clearly played no part, 1t
can hardly be maintained that his standpoint was based on the
observation that there existed mnsufficient wold and silver plate.

There were, ol course, wnters who with greater or lessex
reservation condemned the idea of accumulating treasure. A
French contemporarv of Mun, Scipion de Gramont, who certainly
attracted no attention i hi own ume, discussed the reasons for
the disappearance of gold and silver 1n ¢ demer royal {1620) He
pointed to the accumulation of treasure bv princes, which he
maintained “marvelousty impovenshes a kingdom™, but he was
able to favour— fur some unstated reason—the accu.aulation of a
state treasure by France Among the Austrinn authors, Hornigk
and Schrotrer dealt exphatly with the question, though to some
extent i a pureiy negative fashion. Schrotter, for example,
emploved the usual mercantibist arguments n drawing a und
picture of how the country’s monetary circulation would be
depleted of all its money through a greatly increased state treasure
—which strictly speaking 15 a correct assertion if one +ould
assume that the fall in prices thus occ« toned would nov have
repercussions on the international movement of precious metals;
but we return to this m Chapter 1V. Schrdtter also drew a perfectly
logical paralle! between the accumulation of treasure by the
monasteries and the export surplus of precious metals, which was
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indeed the worst eventuality he could imagine, Davenant.ex-
plained the extreme poverty of many Eastern nations-—-which
were believed to have more gold and silver than any other
countries in the worid—by the fact that treasure ‘was suffered to
stagnate in the Brinces’ Coffers’.

If the accumulation of treasure by the stute was viewed with
more suspicion than sympathy, it goes almost without saying that
private hoarding was to be shunned like the plague. There were
some exceptions, however. The anonymous pamphiet contemporary
with that of Hales’, called Policies to Reduce this Realme of Englande
enlo a Prosperus Wealthe and Estate (1549) states that the silver plate
owned by the “very Riche” made a good reserve for wartime, in
that it might provide a “Subsidie for the mentenaunce of the
warres”’ without “eney grouchinge™ of parliament. It was more
common to view this kind of accumulation as a means of preveit-
ing precious metals from flowing out of the country, but this was
only the lesser of two evils. So wrote the detender of the East India
Company, Misselden (1622), noting that ton much silver plate
would necessarily create a shortage of money, but that this was
hetter, nevertheless, than an outflow of coins from the country.

Ordinarily there was no question about condemning such
dissipation of money. Laffemas, Henry Vs tailor and economic
advisor, considered gold and silver ornaments, along with 1mports
of foreign goods, as the reason tor the country’s ruin, and dep-
recated the misers who “shut in their treasures” (1508). In one of
his proposals for legislation can be found a paragraph prohibiting
gold and silver ornaménts “in order to enhance the quantity of
coined gold and silver” (16o1). During the alleged “scarcity of
money” in England after the failure of the new Merchant Adven-
turers Company under James [ {1620-23), the House of Commons
vented 1ts wrath on those whom it thought responsible through
excessive use of silver plate. It was said that even “gentlefolk
of ordinary fashion” had begun to usc  these articles
The alleged dearth of money and coin was offered by the govern-
ment as an excuse {or granting a monopoly for the production of
stlver and gold thread. Tt is significant that so eager an advocate
of the utility of luxury as Fortrey (&ngland’c Interest and Improve-
ment, 1663) made an exception with respect to commodities
containing much gold, silver or silk, “whereby the public wreasure
is wasted and lost”, The same intention lav behind Colbert’s
contemporary measures against the melting down of coins into
silver plate. Thus the overwhelming desire for an import surplus of
precious metals was obviousty not occastoned by a desire for silver
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ornaments, gold and stlver thread, or the like, When the conversion
of cpin into plate was recommended in exceptional cases, there was
some specific reason for it, as has heen shown in the examples of
Misselden and Petty.

In the main, then, it wonld be followmg a falve scent to weck
any fundamental explanation for the mercantilists’ ecagerness for an
import surplus in the desire for accumulation of state treasure,
Indeed, such accumulation was not generally even considered
desirable. As has been shown heie;, expressed by the conscious
motives of the mercantilists, the primary cexplanation consists of
their eagerness for arculation of money, According to Schrotter, the
prince should refrain from “attacking the country’s capital and
seizing a part of it for hx treasure’”. Among the educated in
western Europe, the notion that anything was to be gained by
sititng like some surly dragon glowerning over one's treasure was
losing favour. In all probabihty thiy was the most imp.ortant of the
more or less conscious motives lying behind the phraseology of the
day. The ideals of the time were hfe and movement, tade and
shipping, the procious metals would come ay a result, but at the
same time would serve thewe ideals. There was no place in such a
Weltanschauung for the accumulation of treasure. It was well put by
Hugh Chambetlen tbab | as quoted by Viners “Money 1s living
riches, plate but dead: that bemg capatle of turning and im-
proving trade when this is not.” It was not accumulated treasure
the mercantilists had in mind when they made their innumerable
references to “the sinews of war”, or when Hobbes 11651) called 1t
the means whereby states stretch their arms inte foreign lands,
although at times it 1 tempting to helieve so. Tae opinion
undoubtedly was that an abundant circulation woul! serve to
make payments necessitated by war o other unforeseen
occurrences, but { am not aware of any analysis o this relationship.
Neither am 1 cognizant ol any inteiest in the practical use of
money or precious metal for definitive export ~~that 15, lor an
export which was not expected o merease the quantity of money in
the country in the final reckoning. Had the mes cantilisis been taced
by the same situation as that confronting the belligerent continen-
tal states in 1914. it is quite certain that they also would have tried
to prevent the export of precious metals as long as possible.

Thus inevitably one is referied to the ‘unction of money zlmd
precious metals anthin the mechanism of exchange as the decisive,
conscious motive for the mercantilists’ eagerness to increase the
quantity in the country. The relationships between the monetary
systems of different countries, that is, rates of exchange, are also
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a part of this consideration. In the sphere of exchanges, however,
there is a further connection with that which has been discussed
here: the role of precious metals in international payments, All of
this belongs to the two chapters which follow. '

1 War trcasurc:.Ehrcnbcrg, Qeitalier der Fugger T 15; my essay **De europe-
iska staternas finanser pA Karl XI1:s tid” in Ekonamt ach hestorta {Sthim. 1922}
105 ff.; Papal Siates: L. von Ranke, e romischen Pdpste in den letaten wer
Fahrhunderten, Bth ed., 1 z02-6, Il 194, 149: France: [V. de Forhonnais)
Recherches et consrdérations sur les finances de France depurs 1595 jusqu'en 1721 {Lidge
1758) 1 16g-75 (on the vears t6og ia), f G. Marun & M. Bezancon,
L'fustoire du credis en France sows fa régne de Lows XIV | (Pans 1914) 6; Prussia;
Schmoller, Umrtsse und Untersuchungen 174 1 see also A. Oncken, Geschichie
der Nationalokomorme 1 (Lpz. 1go2) 128 —Statements on war treasure, etc:
K. Zielenaiger, Die alten devtschen Kameralsten (Beitr 7. Gesch. d. Nat. okon.,
ed. K Diehl, I1, Jena 1n14) 116 f, 124, 126, 128. 176 f1. ¢t pasnim; [Hales),
Drscourse of the Common Weal (ed. Lamond) 113 f., cf. 72.—-Mun. Eng. Tt {ed.
Ashley) qu ff. ef passim, quotations Irom g4 f.—-Petty, Econ, Wretmgs (ed. C. H.
Hull} T 35 £, 119, 193. 258 [, 260, 1] 446 --5. de Gramiont, Le derer royal
{Paris 1620} 155-05.—([Schrotter] ch. 3 §§ 79, ch. 6 § 2, ch. 50 § 3 (ust ed }
43-47, 6o, 246 f—Davenant, scourtes U1 64 —Policies {Tudor Econ. Doer,
1 324).—Mussclden, Free Trade or The Meanes io Make Trade Flonsh (§.ond.
1622} (1.-—Lafferas, Ler trésors et richesser pour mettre UEstal en splendeur (Paris
1508) 5 £, 21; La commusnon, 2dit ¢t partie des memorres . .. (Pans 160t} 11
15.—~Debates in the House of Commons, 1621 Parltamentary Hrstory 1 1188 £,
1195 f—~English Proclamaton of 1bze: Foedera {ed. Rymer, st ed. XVII)
976 [L.—Patent of the gold-wire drawers 1b2g: Select Charters of Trading Coms
panies (ed. Garr) 122. ~Fortrey, Englands Interest and Improvement 26 (Repr. of
Econ. Tracts 27} —Lettres de Colbert VI 14.—-Hobbes, Leviathan, Part 2 ch. 24
{ist ed. 1651} 130, (ed. A. R. Waller, Cambr. 1904) 180. —S5ee alw the
quotation: from Hornigk at the beginnming of the next chapter
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THE MECHANISM OF EXCHANGE

1. THE IMPORTANCE OF CIRCULATION NATURAL AND MONEY
ECONOMY

“Gold and silver, once they are in the country, whether of native
origin or whether brought from abroad by industry, 15 in no man-
ner of ways to be taken out again, be it for what 1t will and be
there as much as possible, nor should it be buried in chests and
coffers, but eliways to remain in arculatron; neither should it pass
much into such manufacture where 1t is immediately destroyed
and not brought back into use. For in such a case it 15 impossible
that a country, once provided with a considerable ready money
(Barschalt), least of all af it does possess gold and sitver mines of
its own, should become poor ; indeed, as regards the latter, impos-
sible that it should not continually wax in wealth and property.”

This “tourth rule” {1684) of von Hornmigk prowvides a con-
centrated expression of the practical monetary programme of
mercantilism, with the circulation aspcect {my italics) at the heart
of the whole conception. One cannot possibly overrate the
importance of the drculation of money .a the ideology of the
mercantilists ; it would be easy to fill many pages with illustrations
of the point. It may be sufficient, however. merely to give some
particularly typical quotations.

The companson of money with blood was current even long
before the circulation of blood was disco® ered and bet = Hobbes
(1651) had made the comparnison popular. It occurred 1. the 16th
century; thereafter Malynes, for instance, with his traditional
nature symbolism, compared money with the soul, which he
localized in the blood. “For if Money be wanting,” he observed,
“Traffic doth decrease, although commadities be abundant and
good cheap.” In one of his famous essays (“Of Seditions and
Troubles””, written 1607-12, published 1625}, Bacon made use
of another and less poetic simile: “Money is like Muck, not good
except it be spread.” By moncy he meant here chiefly capital,
which ought not to accumulate in the hands of a few people,
but of course made no distinction betwe. this and the means of
payment. A practical application of this view, which _Bacon
would presumably not have sanctioned, is to be found in the
suggestion of a French intendant a century later (r709). He
recommended that Jews be favoured, giving as his reason that
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“since they possess neither [bought] offices, estates, houses or
state bonds, it must necessarily happen that their money circulates
in trade.”

In a host of other cbhservations, there was more direct roference
to the means of gayment. In the normal way, the discussion was
dominated by the idea that money was inadequate for the
number of transactions which had to be carried out, and that
consequently unemployment and money scarcity resulted. Pam-
phlets of the Britannia Languens (1680) type were, of course, particu=
Iarly full of complaints of this kind, but they were also to be
found in pamphlets and essays of a superior kind. In an English
instruction to a commission of trade of 1626, it was stated, for
example, with regard to the import of money that it was “the
principle thing whereof our kingdoms need’, *for the ready
balancing of commodities in Commerce between man and
man’”. Petty, in 166z, emphasized that it would be a pity to have
too small A quantity of money, for “‘the mischief thereof would
be the doing of fess work, which is the same as lessening the people,
or their Art or Industry; for a hundred pound passing a hundred
hands for Wages, causes a 10,000 pounds worth of Commodities
to be produced, which hands would have been idle and useless,
had there not been this continual motive to their employment”,
Many others after him were of the same mind, particularly John
Law, who in this respect made history. Finally the notion was
given its most balanced expression in one of the many attempts
of Davenant to define the national wealth: “*Numbers of Men,
Industry, advantageous Situation, good Ports, Skill in Muaritime
Aflairs, with a good annual Income from the Earth”, he observed,
“are true and lasting Riches to a Country; But to put a Value
upon all this, and to put Life and Maotion to the whole, there must
be a quick Stock running among the people ; and always where that
Stock increases, the Nation grows Strong and Powerful”’ (1668}.1

It is now our task to discover the motives behind this eager
desire for money for purposes of circulation.

Y Hormgk, Orslerrerch uber Alles ch g {Regensh. ed. 1729, q0). Hobbes,
Lenathan 179 f.-~{Hegarding the companson of moeney with the blood, sec
also, e.g., Harsin, Doctrines monét, o fin. en France—see above, Part 3, ¢h. 4, note
12-—18, 54 and note 2}.—Bacon, Eisays, ed. Wright, 60.—Malynes, Lex Merca-
toria Part 2, Introduction {1st ed. 253).—Intendant Saint.Contest to the
contréleur général (pr. Corresp. d. contr. gén., ed. Boislisle, 111, No. 539 note).—~
Britanma Languens Sect. 13 (15t ed. 224-30).—Instruction of t626: pr. Cunning-
ham 111 App. C, gog.— Petty, Treatise of Taxes ch. 3 {Fcon. Writings T 36, —
Law, Connidérations (see above, note 6 in ch. 2), ch. 2, 171, 23 £, el passim.—
Davenant, Discourses {see above, note s inch. 1} [T 170; my italics,
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In this connection, the fact that a greater diffusion of exchange
(both between countries, by means of foreign trade, as well as
withir countries by means of the greater differentiation of pro-
ductiorN meant a larger cmployment of means of exchange in
general may have played a part Te my knowledge this argument
never was brought {orward, but unconsciously it may possibly
have contributed,

Next, it is conceivable to find an explanation not in an exten-
sion of trade as such, but in an extension of that part of trade
that made use of the definite kind of payment or means of exchange
called money, i.e. that there ensued a quickening of the transition
from natural to money econemy. This has long been regarded as
the chief explanation for the mercantilists’ endeavours to increase
the quantity of money in circulation, and from the theoretical
point of view 1t 13 obviously a welcome interpretation Ior to the
extent that the mcreased quantity of money required was meant
for a larger number of transactions, the transtion to a more
mtensiied  money  economy would be posable, theoretically
speaking, without cawsmy any undesirable decline 1 prices, and
mversely an mcorease 1 the gquantity of money was possible with-
out rasing puces. [he same applied obviously to the explanation
gnen 1 the previous paragraph, the increased number of trans-
actions tn general.

Although the theory 15 thus arranged m its most attractive
torm, 1t 15 rather more dilfiult to apply it to the relevant facts.
Fhe transition to & money economy never 6Couts at once, and can
hardly be asstgned to any dehnne pened whatsoever ITrom the
tume when monev came to be used at (A untld the po sent day,
money cconomy and natural economy have existed side ¥ y saade. In
the most advanced of Luropean countries, however, that s,
Germany, France and Englund, the most unportant part of the
change appears to have taken place i the latter part of the Middle
Ages. For mstance, barter 1s spohen of wn the Discourse of the Common
Weal (1549) as something prehistoric, and reference is made
to Homer. Much of the transition to a money ectilomy Wwas
thus considerably older than mercantilsm, mn the sense of a
deliberate insistence upen ncreased circulation, though money
economy paved the way for mercantihsm as a system of protc ction,
as shown in Part III This is enough to "ow that the transition
to money economy does not provide a major motive for the
desire to increase the means of circulation. The fact that the
need, in any case, was only seldom consciously felt' may be secn
in the fact that the 1dea played a very subordinate part in
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mercantilist literature and in mercantilist official state documents.
At the most, one may perceive in this desire a “‘cunning of reason’’,
serving ends which were hidden to the persons concerned. -

Still, this motive was not entirely lacking, even insdefinite
utterances. I refer primarily, in this connection, to the sphere
of public finance. The princes were anxious to collect their
taxes in money since they had to pay their debts in money, too;
but it was difficult for the peasants to pay in money. The desire
of Colbert and other mercantilist statesmen for a quantity of
money which would facilitate the payment of taxes in money
could, with some good will, be interpreted as though it were
influenced implicitly by such considerations. But apart from this,
there are convincing utterances in the same direction in at Jeast
one leading mercantilist, namely Becher.

Becher’s views, in all his writings, revolved round the “‘turning
into cash” (Versilbern) of the income of the inhabitants, to use
a favourite expression of his own. This expression meant, partly,
that sales in general were made easier, but partly, too, that taxes
were ratsed in money. As in other connections, Becher’s loyal
writings were here distinguished from his revolutionary really
only in their aims, not in the underlying theoretical construction.
In his orthodox Politische Discurs {1667}, he directed his criticism
against the fact that the farmer was not enabled to “turn into
cash” the little that he had, so that he could pay his burdensome
taxes in money. Here these were taken for granted, and Becher’s
practical proposal was intended to facilitate their payment as
well as money payments in gencral, by “a universal magazine and
storehouse’ in which the sales were to take place. In his revolu-
tionary Psychosophia (1678), on the other hand, he attacked the
heavy burden of monetary taxation and the lack of inclination
on the part of great lords to accept payments in kind. And he
gave this as the chief reason for abolishing the tyranny of inoney
in general. The importance of facilitating the *‘turning into cash’
must have made the old alchemist a trifle dubious about his own
statement that work which produced something useful for one’s
fellow man 15 to be preferred to the same effurt in alchemy, when
he remembered what properties gold had: “It would turn out
differently, if one were to estimate so highly the turnover and
the turning into cash which is saved in the making of gold, for
gold is immediately money.”

It is therefore probable that the difficulty of money payments
made itself strongly felt in Becher’s world. Peculiarly enough,
there is a witness to this of roughly the same period in Petty,
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although he belonged to an almost entirely different sphere,
when he stated in his first book (1662) “the paying in kind . . .
would lcss'en a considerable grievance to the poor people™.
Petty had just rf:tt{rncd frofn nearly seven years in Ireland when
hc_ wrote this ; 1t 15 very likely, therefore, that, what he had in
mind were IE‘lSh rather than English conditions. But various
utterances point to the fact that some link did exist between
mcrcgr}nhsm as a monctary system and the difficulties of the
transition to a money economy, although it was apparently only
very slender.?

It 15 certain that this is partly due to the fact that the link
even in the prevailing economic conditions was different from
what could be constructed theoretically. For the construction
to have been based on the actual conditions of the mercantilist
period, the increase in the quantity of money would have had to
be sufficient precisely for a diffusion of the morey economy
without any increase in prices. But the influx of precious metals
from the new world effected a great increase in the prices of most
European <. »nfrics, at the latest from the second half of the
16th century onwards. It is thus putting the cart beforc the horse
to say that the development of money economy in the 16th cen-
tury would have made it necessary to increase the quantity of
money. On the contrary, a much greater development of money
economy would have been necessary than actually took place if|
having regard to the available quanuty of money, an increase
in prices was to have bcen presented Conditions changed in the
17th century and prices became relatively stable for the first
time, and towards the end of the century a small fall in prices
was presumably widespread. If at that ume natural economy
went back further, the situation may possibly have contnbuted
to such obsenations as those of Becher and Petty. But for this
very reason, the explanation has a very limited significance,
because, as remarked above, the fundamemals of mercantilist
doctrine were the same before, during, and after the great rise
in prices.

z SCARCITY OF MONLY

Apart from the need for money to ensure a {ransition to money
cconomy without a resultant fall in price there was a sufficiency

Y [Hales}, Discourse of the Common Weel, ed. Lamond, 47 f., 72 —Becher,
Politrsche Drscurs Tart 2 ch. 1, 18, 25 (2nd ed., 9o {, 108, 173,238 ff., et passim) ;
Psychosaphia Questions 112, 119 {2nd ¢d 97 1f. 192).—Petty, Treatise of Taxes
ch. 3 {Econ, Writings I 35).
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of other phenomena which found expression in the form pf a
scarctty of money,

Many of the phenomena characterized as a money srarcity
were far too vague, so that one cannot discern what glality if
any there wasin them. For example it was stated, time and again,
that the strength of a country did not lie in armies and fleets,
for these could make no move without money, which made the
wheels go round. Such observations were at the most the result
of observing that the state had to control the means for the
provision of troops and the equipment of ships, without consider-
ing to what extent there arose thereby a need for money. A whole
host of other phenomena characterized as need for money may
be regarded as dealt with already, because in fact it was not
money but capitat that the writers had in mind ; they can there-
fore be left entirely out of consideration here. An example of these
is the constantly recurring case in which moncy scarcily was
given as a cause of the high rate of interest.

The supply of capital in the form of credits could, however,
exercise great repercussions on the monctary system in the true
sense of the term, 1.e. on the quantity and application nf the means
of payment, for the credits served as a means of payment or, if
you will, determined the velocity of circulation or effectiveness
of the current means of payment. This is by no means merely
a modern phenomenon. During upheavals in economic life, in
times of crises or panic, a sudden Jack of confidence resulted in
fewer credits, and thus led to difficulties which can he termed
acute scarcity of momey. In modern times Walter Bagehot,
with his happy combination of practical experience and theoreti-
cal insight, has given what is perhaps the best description of these
phenomena. He pointed out, moreover, that the only remedy
once a crisis had set in was to grant unlimited credit, on sufficiently
strict conditions, to all sound creditors, i.e. incidentally, to
abolish eventually the restrictions on the quantity of means of
payment. ‘A panic,” he said, “is a species of necuralgia, and
according to the rules of science you must not starve i’ {(1873).
And in fact such upheavals and crises as took place in the period
that followed this utterance, down to the outbreak of the Great
War in 1914, were treated in this way. In the mercantiiist period,
especially in the 17th century, with its highly speculative trade
and its unstable credit relations, there were sufficient of such
crises in economic life, and so far it was only natural that com-
plaints were heard regarding scarcity of money. It is by no means
remarkable that this feeling of a lack of means of payment gave
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rise, to a fear regarding the inadequacy of the stock of precious
metals or metallic coins in a period when paper money and
bank-yotes were common in very few countries. To this extent
theorie\ were not far removed from the facts. But as regards
the analysis of the causes of the actual state of affairs this was
not so.

The best instance to my knowledge of a typieally mercantilist
discussion of a state of affairs of this kind is the debates in the
English House of Commons concerning the scarcity of money,
which occurred in 1621, when a serious depression had set in
particularly in the cloth export. the conditions were described
very clearly by one of the most influential members of parliament,
Sir Edwin Sandys. He stated that ihe farmer and the artificer
had to suffer almost everywhere, that looms were standing idle
for want of money in the country, and that peasants were forced
to repudiate their contracts, "'not {thanks be 10 Godi for want of
fruits of the earth, but for want of money”. The situation led to
detailed enquiries into where the money could have got to, the
want of whi. & was felt so bitterly Numerous attacks were directed
against all persons who were supposed to have contributed either
to an export [export surplus} of precious metals, or to their disap-
pearance on account of corresponding activitics within the country
—the latfer has already been touched upon in the previous
chapter.

Still ancther factor <ontributed tu the actuat scarcity of money,
namely the upheavals of the monetary system. It had always
been difficult to discover the right amount of token coins to be
circulated and created, and at times this resutted in an acute
shortage of such coins. Morcover, bimetallism drove -‘>metir_nes
gold and sometimes silver coins out of the country. It :s possible
that the last named factor also contributed to the English cl:isis
of 1620/21. Finally, we must add the almost insuperfablc diffi-
culties arising out of the clipping and deterioration of the coins
and the provision of means of payment for commerce during
coinage changes. It is obvious that all this must have given rise
to searching discussions. But it is remarkable lhat rcaliy_only in
the early period werc they connected with a claim for an increase
in precious metals, and even then they were frequently led.lo
a demnand for coinage depreciation or to other measures regurding
coinage policy, rather than to real mercaatilist PTOP?SaIS-‘ '

On the wholc, it is a source of surprise that the scarcity of money
in the material sense played so small a part the principal
mercantilist doctrines. Mun, who indeed was one of the chiet
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exponents of these doctrines, published his pamphlet on the East
Indian trade simultaneously with the above-mentioned delibera-
tions of 1621 concerning the scarcity of money, and his reaction
to them was to throw cold water on the whole idea. “Cong;rning
the Evil or wantof Silver,” he said, *‘I think it hath been, and is
a general disease of ali Nations, and so will continue until the
end of the world; for poor and rich complain, they never have
enough. . . . Well, I hope it is but imagination maketh us sick,
when all our hearts be sound and strong.” It is true that Mun
evidently wrote this passage with the direct intention of defending
the East India Company against the charge that it had caused
damage by its export of precious metal; and the same may be
said to apply to Child when he expressed himself a half-century
later in an equally superior manner in the matter of the scarcity
of money. But if connected with the fact that mercantilist
literature rarely referred to concrete events of the above kind
when putting forward claims for an increased circulation, the
utterances of Mun and Child, both protagonists of the mercar-
tilist doctrines, together with what has been said above, indicate
that these events played no essential motivating part in mercan-
tilism as a monetary system, though their influence was not
altogether absent 3*

3. THE QUANTITY THEORY. RISING PRICES

The most important explanation of the desire of the mercantilist
to increase the quantity of money in circulation must be sought
elsewhere. Apart from-the more or less instinctive motives, three
trains of thought may be distinguished which lead to the ultimate
goal of the mercantilists: first, an identification of the quantity
of money in circulation with money income, secondly, an interest
in rising prices, and thirdly, preoccupation with the prices of
other countries, i.e. with international exchange relationships.
Of these three points of view, the first has already been treated
in the immediately preceding chapter, and it only remains to
deal with two others, primarily with rising prices.

Before investigating whether the mercantilists” desire to increase

* W. Bagehot, Lombard Street, esp. ch. 2, 7 {repr. in Workz anc. Lile, ed. R,
Barrington, Lond. 1915, VI 41}.—On the English “‘crises” of the 16th and
17th centuries esp. Scott, Joint Stock Comparies te 1720 I.—Debate of 162 pr.in
Parliamentary History 1 11881, 1194-98 (Sandys' statement 1194}; cf. Br.
Suvirania, The Theory of the Balance of Trade tn England (Helsinki tg2q) 93.—
Mun. Discowrse 45.—Child (note 5 in ch. 1) Preface (unpag.), 16.—Cf. Adam
Smith, Weslth of Nations, Bk. 4 ch.1 {vd. Cannan | qug).— Sec above 11 214.
* Sce below T 969, Addendum §11.
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the quantity of money was linked to the relationship between
this yuantity and‘ price development, we must ask whether they
saw ay connection at all between the quantity of money and
the prixe 1‘cvel. There is no doubt that they did. The quantity
theory in its primitive form—i.e. prices determined by demand
for gonds on the part of the holders of moneyiis so simple an
idea that it occurred at a very early date; the Roman jurist
Paulus and iater‘(‘.‘fopcrmcus are among the many who have been
named as its originator. No more than the statesmen were the
mercantilist aut}}ors in doubt as to the connection, even though,
0{ course, they did not quite sec its general significance nor recog-
nize its implications.

Even as carly as the Saxon coinage controversy around 1530,
the opponents of depreciation put forward arguments rermniscent
of the quantity theory. They refuted the assertion that a scarcity
of money could exist simultaneously with an increase in the price
of all other things (1530). They made, n fact, the drastic obser-
vation, “If there were no money in the country, goods would have
to be cheap for he who has no money seldom huys deat. And if
there were no money in the country, nobody would seek to have
goods ’ Al a later date, after the middle of the 16th century,
Bodin engaged in his famous polemic with Malestroit concerning
the causes of the great nise in prices He asserted “the c.uefest and
almost sole [cause] which no onc has yer touched upon is the
surplus of gold and silver” {1568). He soon had an English
successor (1581) in the editor of the then tharty-year-old Duscourse
of the Common Weal

In the 17th century, this outlook appears to have become
universal. Malynes, for example, menticned as the hrst charac-
teristic of money the fact that a plentsful supply o1 it makes
everything dear, and on the other hand, a scarcity of 1t brings
about a fall in all prices. If all prices had risen, that 1n his optnion
was due to the “Oceans of Momes” which had come from the
West Indies; this “caused the measure 1o be made lesser, whereby
the number did increase to make up the tale” (4 Treatise of the
Canker of England's Common Wealth, 1601, Lex Mercatora, 1622).
There is no need to prelong the st of instances, and we may
therefore pass on directly to the last decade of the century.

Starting from the axiom that supply and demand dete;mine
price, Locke was led to assert that the va'ne of money was deter-
mined solely by its quantity, because the demand for it is constant.
He drew moreover the same conclusion as is drawn to-day in
the saying that one penny would suffice to carry on the trade of
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the world, when he stated, for example, “ Any quantity of that
Money (if it were but so much that everybody might have sume)
would serve to drive any proportion of Trade, whether mare or
less, there being Counters enough to reckon by” {Some Cgf:.rz'dam-
tions of the Consequences of the Lowering of Interest, 16g1).4 °

It would therefore have been remarkable if mercantilists had
not recognized the connection between the increase in the quan-
tity of money, which they desired to bring about, and the rise in
the price of goods.

This, of course, is not to say that they had necessarily an
accurate general conception of the factors determining the value
of money. In this respect the mercantilists displayed considerable
uncertainty and a lack of agreement among themselves. It was par-
ticularly cornmon to overlook the significance of the velocity of
circulation. Occasionally, the identification of monrey and income,
as described in the previous chapter, led to the belief that every
piece of money represented an equally large income, thus making
national revenue and quantity of money synenymous terms.” Other
writers, and Petty in particular, were however perfectly clear in
their minds as to the unimportance of the quantity ot money com-
pared with income and property. But while in this case Petty’s
political arithmetic came to his assistance, in another way it led
him sadly astray. It led him, in fact, to the notion expressed in the
quotation given abuve (218), that a fixed quantity of money
was necessary to give employment to the whole population.
Here was an error which must be regarded as typical of a purely
statistical approach without a sufficient background of economic
theory. The result Wwas the same wherever the need for currency
was conceived quantitatively. This point of view cbviously really
meant that the implications of the quantity theory were overlooked ;
for if not, it would have been noticed that a smaller quantity of
money necessarily led to a lower level of prices all round, and
not to a complete shortage of money in one part of trade and
unaltered prices in all the rest. But on the other hand, a remark
such as Locke’s, for instance; shows that some mercantilists

4 Drei Flugschriften {note 2 in ch. 1} g99.—Bodin, Discours (note 2 in ch. 2}
unpag.—IDiscourse of the Common Weal 187, —Malynes, Canker (repr. Tudor Econ.
Docs. TIT 387); Lex Mercatonia Part 2 Introduction {1st ed. 254 £} Luocke,
Considerations (3ce above, note 7 in ch. 2) 71, 75.—~"The question of whick connec-
tion between the quantity of money and prices rhould represent a camplete
quantity theory may be left out of account; it is purely a matter of definition.

¥ An unusually outspoken application of this attitude can be found in A
Discourse of Money, probably etroneously ascribed to J. Briscor (Lond. 16g6)

48-59.
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were perfectly clear on this point. It is possible to obtain a clearer
e, o (0 ok by e 1o

< ) » or at least if we overlook the
vaguentess. In this way attention can be directed to the attitude
of the mercantilists towards rising prices, ,

_As puin[cd owt a])f:\’t‘,‘lhﬁ ACCeplanice ol the gospel ol high
prices without Turther refinement could not have been an eaw
task. The mcflicva] ideal of plenty was tenacious, and imph'r:‘d
that commodities should be “good cheap”. Thus general price
rises upcncc:l the .Hnod gates to all roanner of complaints. in the
animated discussion on economic and sorial questions which took
place in England toward the end of the reign of Henry VIELL and
even more during the minority of his son, it was not casy 1o spread
such a gospel. Nevertheless, the call for protection was strongly
heard, and protectiomst authors made desperate attempts to
show that their demands tor excluding foreign goods w .uld lead to
abundance, and above all, bring down the high prices. Among
such  writers were Armstrong (1535-36?), Thomas Starkey
{Dralogue befinren Cardinal Pole and Thomas Lupist, 1538?2) and the
unknown author of Peflictes to Reduce this Realme of Englande vnte a
Prosperus Wealthe and Estate (1540).°

Generally speaking, the first work to present a moderate
mercantilist programme was one from the <ame year, ascribed to
John Hales, Discourse of the Common Weal of this Realm of Fngland
(1544). Here the rise in prices was viewed, characteristicaily for
this school, with unmistakable sympathy. It could even be
maintained that the rise in prices was recommended ; actually the
mere tolerance of such a phenomenon was a volte face in vicw of
the opposition general at the tme. In such circumstance-. it is in
fuct noteworthy that the suggestion that prices should falt was
turned down. The same was the case with Bodin in his comment
cited above {1568}, and with the publisher of Hales' pamphlet
(1581).7

The discussion of the 162075 between the defenders and the
opponents of the Fast India Company 15 also ol nterest here.
Gerard Malynes, who led the attack, had formulated his concise
statement favouring the vise of prices in ane of his earlier works,
Treatise of the Canker of England’s Common Wealth {1601} “'the more
ready money, either in specie or by exchange, that our merchants
should make their return by, the more employment would they
make upon our home commodities, advanecing the price thereof,

* fArmutrong) (sec above, nole 2 in ch, 2) ed. Pauli 67-75, ed. Tudor Evon.
focs. 111 120-25.~-Starkey {se¢ above, note 6 in ch. 2} 172-75 ¢ passim—
Polices, edd. Tuder Evon, oo, T 11245, esp. a1, 331 . See above 153, 187
and below 298 and 24 vor 14 15
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which prl(.c would augment the quantlty by setting more pcoplc
on work.” This was perhaps the first time that the claim ‘that
Fising prices increase employment was ever clearly cxprcqscg}

In his magnum opus, Lex Mercatoria (1622), Malynes returned to
the discussion of similar considerations in detail. He distinguished
between two groups of commodities, those for *‘the back’ and those
for “the belly”, and naturally it was the former which interested
him most since they were proudly regarded as England’s staple
wares, “It is better,” he wrote, ““to pay somewhat more for
commodities, than to have them altogether over cheap, especially
for commodities serving the back, and not for the belly.”” Looking
rnore closely at this distinction, one can say that a minor reservation
was made for the medicval ideal of cheapness in the case of
foodstuffs, while the gospel of high prices was accepted for
Enghsh industrial products. Malynes continued: “For those
countries where things are good cheap are destitute of trade, and
want Monies; and although things for the belly are good cheap,
there is less benefit to be made by Merchants”, and thus brought
the interests of the latter to the forefront. “*Strive not to undersell
others to the hurt of the Common-wealth, under the colour to
increase trade: for trade doth not increase when commodities are
good cheap, because the cheapness proceedeth of the small
request and scarcity of money, which maketh things cheap: so
that the contrary augmenteth trade, when there is plent\ of
money, and commodities become dearer being in request.” For a
writer as confused as Malynes usually was, this reasoning was
uncommonly clear and consistent., More striking is the indication
he gives that he could distinguish between a change in the
general price level due to a change in the quantity of money, and
changes in the price of a single commodity due to variations in
supply and demand. It was the advantages m an increase in the
general price level which he wanted to show, with only a minor
reservation for the prices of foodstufis.

These views certainly did not prevent him from pointing out the
dangers of increasing prices when on other occasions there came a
proposal he did not favour. Thus he wrote that depreciation of the
currency ‘“‘was to reforrn things by a Remedy worse than the
disease; the inhauncing of our Moneys will increase the prices of
all things”. But here his foremost adversary, Misselden, did not
fear the consequences and went a step further in this new dv‘cctmn
by declaring: “all will be abundantly recompensed unto ali in the
Plenty of Money, and quickening of Trade in every man's hand.
And that which is equal to all, when he that buys dear shall sell
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dear, cannot be said to be injurious t any.” The essence of the
new) programme had_ thus become the harmlessness and the
positi¥e good in the rise in the general level of prices,®

From tljnc followir_xg half-century comes what is probably the
n:;ost concise expression of‘ the gospel of high pryces either at that
t‘unc or later. [t is found m the work of the then much-admired
Samuel an‘*trcy, Ln‘g!and's Interest and Improvement (1663): “And as
for thc raising of price and value of our lands, or of anything else
[h.al 15 our own; it 1s of so great an advantage, that i might be
w;:rfzed, not}urfg were cheap amongst us hul only money” {my italics). By
this reservation Fortrey presumably meant metely that the rate of
imer.cst should bc‘. low; 1f he had meant a low value of money, the
consistency of his reasoning would have been o much the greater.

Five years later Child expressed himsedf in a similar vein,
although less tersely: “Where-ever Provisions are for continuance
of years dear in any Country, the People are rich; ard where they
are most cheap throughout the World, for the most part the people
are very poor” {my italicst, This view was the antithesis of the
medieval ro-reption un the essential topic of foodstufls, and here
Malynes’ reservation had been given up entirely. A few years
later (1671}, an obscure but perhaps fairty typical.little pamphiet,
The Use and Abuses of Money, made a proposal which appeared
frequently even after it was opposed by writers like Malynes. It
proposed depreaation, and put forth the following argument:
“If money be scarce, all things are the cheaper; if money be
plenty, ali things will afford the better price; or if they bear not a
better price, there is a quicker rcturn, which is answerable.”
That had been Misselden’s arguinent fifty years ealier. A new
and charactenstic view tfollowed: “Where Money is plenty,
Workmen will be more plenty, and every one more industrious in
applying himself to work; if so, it must nceds follow a plenty of
Workmen will cause a fall of their Prices.” According to this,
increasing commodity prices went together with decreasing
money wages, and real wages would fall for two reasons: the rise in
the price of commodities, and a greater supply of labour—and
greater industriousness —which would directly force down money

! Malynes, Canker { Tudor Feon Docs.) 111 387, j99; Loy Mercatonia, Part I,
ch. 8, 42, Part 2, Intro. {15t ed. B4, Bg, 223, 253; disunction between chan_gcs
in the general price levet and changes in the price of parucular comnodities:
“plenty of Money maketh generally all thingy ‘car, and scarcity of Money
maketh generally things good cheap; whereas partteularly commodaties are also
dear or good cheap, according to plenty or scaraty of the commuodities them-
selves, and the use of them ' {{tahes mune); The Center of the Crrole of Commerce

{Lond. 1623) Dedication {unpag.). ~-Misselden. Free Trade (Lond. 1623}
106 £.—On the Duich literature, Laspeyres 87
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wages, Even if this result was not the primary one inteaded, jt is
clear that the interest of employers in rising prices was ‘well
complemented.

The wvpward march of prices in England ceased during the
latter part of the ¢ 7th century, but this called forth proposals and
measures to work in the opposite direction, In the first place there
was the demand just mentioned, “to raise the value of the coin”’,
{(as giving metal a higher value as coin was called) in short,
depreciation. In England this demand was ieft unfulfilled, bur the
tendency to intensify protectionism became so much the stronger.
The policy of tarift protection shifted largely to outright import
prohibition; political tenstons between France on one side, and
England and the Netherlands on the other, played an important
part in this. In Engiand, where, unlike the continent, resort had
not been made to depreciation, an alinost complete break was
made with the medieval policy of provision with respeet to
foodstuffs from abroad. After a short-lived attempt to subsidize the
export of corn, the export premiums became a definite policy in
the famous Corn Bounty Act mnn connection with the revolution of
1688/8g. The change in domestic policy with regard to corn was
not so abrupt, but it must nevertheless be mantained that
England—quite by herself—had arrived at the oppostte pole from
the medieval policy of provision, and was to remain there.
Support for the new policy, while presumably not unanimous, was
certainly dominant.®

Becher’s later, anti-money attitude (166g) throws a paradoxical
light on even this aspect of mercantilist doctrine. He demonstrates
how a sacial ideal completely opposed to that veiced by this
English pamphlet of 1671, quoted above, couid be recoucited with
the same basic conception of money as was found therc and in
mercantilist literature generally. Becher frantically attacked money
as such for its extreme, and allegedly inescapable, rarity. “They,
then, who have not gold and silver are poor. [ say they are poor,
they suffer want and death, indecd, they lose heaven, because
they cannot have a thing of which nature itself has given so little
and yet the world wants so much.” If a tyrant came and
commanded that diamonds of a given weight, rarer yet than
precious metals, should be used as moncy, ‘think you not that
many thousands of people would dic of hunger?” Even if one went

* Fortrey 13 (Repr. 1g); for opinion on thiy pamphlet, see inwoduction to
the modern sdition —-Child 16, —L've and Abuses of Monev (Lond. 1671) 4.
25 f.—-5er also Cary's statement, above tbg [—-Stamtes. 25 Car. 11 ¢, 1 § g1
6737, 1+ W. & M. sess. 1, ¢ 12 (168g). —Gras. Foolution of the English Corn
Market 144 £, 253 £.—~Cf above 94.
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to the other extreme and made money of leather, shells, or the like,
it whuld have 10 bear an mmpression, which would then be the
sourct of the value; r.e, the scarcity would remain. Lrgo  abohsh
money entirely, because in the prevaling degenerate state of
saciety poverty resulted from lack of money, ngt lack of goods.'”

4- INFLATION. PAPLR MONEY MLRC ANTILISM

This aspect of mercantilism attained its zenith and then its demise
in the eventful ycars between the revolution of 1688 and 1720,
the year of Law’s French Mississippi Fraud and the English
South Sea Bubble, These events ushered in a new era. In Chapter
VII of Part I we have shown the reaction on the development
of joint stock companies. In the monetary sphere, the effects in
France were so deterrent that it was not until the paper money
systert of the French Revolution that any change was made, for
fear of risking a repetition of the same events, For mercantilism
as a monetary system, the period 1689-1720 had a two-fold and
very curious signtficance. On the one hand, it brought about both
a theore*icu! and a practical application of the mercantilist
thesis of the blessings of an increase in circulation. On the other
hand, it also severed the connection between the two phenomena
which mercantilists previously had never in practice distinguished :
between the quantity of money and the cuantity of the precious
metals. Most of the practical conclusions of mercantilism had to
be changed when an increase in the guantity of money was
capable of heing carried out 2rthans an 1mport surplus of precious
metals, But if] instead, such an attempt led to farure, this could
only serve to strengthen the conviction regarding *hie necessity
of a plentiful stock of precious metals at a tme when the beliet
in the advantages of an increase wn circwlation remained unshaken,
and money without a metallic basis had proved its °If deceptive.
Whether or not this contributed to the inner transtormation and
the ultimaic death ot mercantihism in the 18th century cannot now
be determined ; in anv case that question does not belong to our
present purposc. What 1 relevant here is to see the course of
events in the light of previous developments. '
The idea of covering the nced for money without precious
metals was by no means foreign to the mercantilists of the early
17th century. Both the Italian and the Dutch, and to a lesser
degree the Hamburg, experience with bank money, played a role
in this connection. General account appears to have been taken

19 Becher, Moral Discwrs 139 tF In b unbounded hate for money, Becher
was a product of the same spint a¢ the monev-worsmpping mercantilists
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of the fact that the banks of deposit or giro undertook credigs of
larger amounts than were accounted for by the silver dc;}:fgitcd
in them. Mun, who had spent some time in [taly and had been
very impressed by what went on there, had already attacked the
axiom that mongv is the soul of trade, in his most famous book
{written presumably in the 1620’s, but first published in 1664).
In his opinion, the [talians had shown that they required but
littte money for their domestic transactions, “more than for
their ordinary cxpenses”. Mun described trade as financed
there—by means of exchange transactions and banks in the
form of “‘credits from one to another daily for very great sums
with ease and satisfaction by writings only”’, Somewhat later
(1641), Henry Robinson, too, referred to the banking system of
Tuscany, and used it as a model for the bank he wanted to create,
in addition to a currency of private hills, which would “add
livelihood unto Trade, and encrease the stock of the Kingdom®
{England’s Safety tn Trades Encrease). Still later {1650} a typical
monetary crank, William Potter, proposed unlimited increase in
bills or notes of a similar character, and argued elaborately that
they would “perpetually’” create a corresponding increasc in
every sort of resources as well as commodities and even, for some
obscure reasons, an enormous fall in prices (The Key of Wealth).

For the time being, projects like those of Potter were of small
importance. But writers of quite a different stamp carried on the
discussions in the direction of non-metallic currency. Thus a
previously quoted passage of Child’s expressed the same view as
that of Mun. A third authonty of the time, Petty, also pointed
out—this time following the Dutch practice—that it was pnssible
to increase the quantity of money through the banks, whoe, in
the view which he expressed on numercus occasions, were
capable almost of doubling the efficiency of the coinage. He
suggested a 50 per cent covering for bank notes, and thus wanted
to maintain the quantity of money which he regarded as necessary
for the country’s requirements. On the continent, there was a
general move towards banks. Schrotter, for cxample, had an
extensive project for a so-called exchange bank, whereby the
“capital” of a country was to be quadrupled; but none of these
numerous writers came to the conclusion that the precious metals
would thus be superfluous. More often, like Mun, they drew the
inference that silver and gold could be reserved for foreign trade."!

" Mun, Engl. Tr. ch. 4 (ed. Ashley 23}, —Rebinson g4-37.—Patter 7 ff,
18 /. et passim.—Child, see above 230, - Petty, Treatise of Taxes ch. 3. Pol.
Arith. ch. 1; Quantulumcungue Qu. 26 (Econ. Writings 1 36, a5, 11 446).—
Sfchrotter], proposal as an appendix to ch. 81 (15t ed. 360~ 404).
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In connection with the foundation and earliest development
of tl’&f: Bank_ of Englapd (1694}, there arose that school of fervent
and.mdefaug'ablc writers \‘Nho wanted to bring about the wished-
for increase in the quantity of money without being tied down
to the precious metals, i.e. against security of lands. To them
belonged the advocates of the notorious  ““land banks”,
Chamberlen, Asgill, Briscoe, and others A close parallet to this
was found 1n the other schemes for “mobihang property, that is
to say, creating credit means of payment against the security of
physical property of vanous kinds. The financing of trading
companies through loans to the state of what the shareholders had
subscribed as capital was the best example of this tendency.
While their sporadic forerunners had onlv been symptomatic of
the new approach, these views now attained sigmificance.

The repercussions of these events on mercantilism as such
provided the writers with plenty of food for thought, and in
expressing their views they represented the most diversified
standpoints. Several authors maintained unshaken their belief that
gold and -ilv .. »as the only key o happiness, and they feared that
the money substitutes would drive the precious metals out of
the country. The prolific dir Francis Brewster may be quoted as
representative of this concepuion (New Essays on Trade, 1702).
Others, indeed, admitted that, for the time being, paper money
could replace metallic money, but maintained that the latter was
the only possible ultimate means of payment, especially during
war-time. They discovered n this an argument against the
permanent export of the precious metals as carnied on by the
East India Company. John Pollexfen, the pertinacie o> opponent
of the company, for example, expressed himseli in th < direction
(A Duscourse of Trade, Coyn, and Paper Credit, 1697). But the result
of this was not that the supporters of the comp.ny became,
without further ado, agrecable to the idea of paper money.
Davenant is of particular interest in this connection, as the chief
author after Child from the camp of the company’s supporters.
As pointed out on several occasions above, he had the capacity
of grasping fertile considerations of various origin, but was
incapable of welding them into a consistent whole It is there-
fore not surprising that he gives the strongest impression of
mercantilism at the parting of the way between the benef 1n
the precious metals and the belief in paper money. For this
reason, the most important of his observations may be quoted
(1698). .

“Paper credit,” Davenant wrote uler aha, “did not only supply
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the place of running Cash, but greatly multiplied the Kingdom’s
Stock. For Tallies and Bank Bills did to many uses serve as jvell,
and to some better than Gold and Silver; and this Artificial
Wealth . . . did make us less feel the Want of that real Treasure
the War . . . had drawn out of the Nation.” But, continued
Davenant, the country did ret grow richer as a consequence;
it was only a pawning of its asscts whereby their transformation
into a “running Stock” came about. This mobility on the other
hand, “did quicken” all trade and industry, Paper money was
thus not wealth—which was what Davenant, for the moment,
assurned of metallic money—but on the other hand it provided,
at least as ably as the latter, the stimulating function which was
the basic motive for the increase in circulation, However, Dave-
nant was not quite certain even of the latter, for he proceeds
immediately to say “Whether or no thrs was a right Condition
of Health is hard to determine: Perhaps a Body-Polutic, with this
florid Complexion, might vet have lurking in it Apoplectic Symp-
toms.” No better picture of inflation can be desired than is
conjured up by the words “florid complexion™ and ‘“apoplectic
symptoms”, and the possible connection between inflation and
paper circulation had thus become clear to Davenant even before
the end of the 17th century. But with regard to the practical
consequences of this, as he honestly recognized, he was uncertain,
That it could have been the increase in circulation itself and
not its paper money character which created this high complexion
of the body politic, was obviously far from his mind. While he
never broke with the'fundamental conception of mercantilism
with regard to money, at the same time he was very doubtful
as to the possibility of a changed apphcation of principles which
the appearances of paper money opened up.

The man who took the decisive stride.towards paper money
mercantilism, and was destined, after many unfortunate atlempts,
to apply his ideal in practice on a gigantic scale, was John Law.
This is not to say that Law’s approach was essentially different
from that which the carlier representatives of paper maney had
said and desired. All he did was to express the doctrines of the
new school with particular clarity, and he becomes of special
interest because he later was able 1o translate his ideas into action.

It is not easy to give an accurate picture of the argument put
forward by Law in his earliest work which, as a young man,
he laid before the Scottish Parliament and also published in
book form (Considerations on Trade and Money, 1705); much of
it does not belong here at all. But Law’s fundamental mercantil-
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1sm and th_c breach which he constituted with the former mercan-
1ilist practice are clearly manifested therein.

The point of depart'u.rc in Law’s argument was an explicit
and complete mercantilist recognition of money circulation as
the animaling principle of commerce. The circplation of money
was decisive as regards employment and the growth of industry.
Law asserted, for example, in close connection with what Brewster
had said a few years previous, that England had never had
suflicient money 1o employ the whole of its population. On the
basis of this, he then erected his whole credit structure. He showed,
in the first place, that only a shartage of money could destroy
credit—what he said in this connection regarding the effect on
the foreign exchanges must be postponed. He then said that it
would he so much the better if the desired i esult could be obtained
without increased use of metallic comn. The next step in his argu-
ment—and in this I do not keep to Law’s own train of thought—
was to refute the old mercantlist solutions. In doing so, Law
attacked mercantilist commercial policy which, indeed, wanted
to attain the  ad by the old method, that is, by an import surplus
of precicus metal. 1t 1s true that Law’s eriticism was not directed
at this point, but metely wanted (o demonstrate the impracti-
cability of import prohibitions; but in any case, the point is
significant of his breach with the vld mercantilism. As a major
factor in his argument there followed a detailed criticism of
metallic coinage and credat money against the secursty of precious
metals. As proof of the unsuitabilty of metallic coins he cited,
among others, the fact that the demand for them had obviously
fallen, since the rate of interest, the price for mone, had fallen
from 10 to 6 and further to g or 4 per centl He ther- ipon put
torward his plan tor a paper cuirency against security of land,
Such paper money was to be superior (o the metall.c coinage in
cvery respect. The latter, according to the plan, was so far
dethroned that the new notes were to represent in value rarying
quantities of gold and silver. Law declared that this was ju§t’ as
comprehensible as the {act that money, under the nrevailing
conditions, corresponded to varying guantites of fnll other goods,
e.g. wine, and in this he was of course quite consistent. The new
moncy, he said, could never fall in value, but the reasons he gave
for this were not very clear and, for the = <t,are irrelevant 1u this
context. The point under consideration here is primarily that
Law's work constituted, on the one side, a breach with _thc
mercantilist attitude towards the precious metals, while starting,
on the other side, from an almost faratical beliel in the funda-
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mental mercantilist conception of money: that the size of the
circulation was the predominating motive force of economiglife.

The mercantilist idea of the stimulating effect on economic life
of an increased quantity of money was, for the most part, correct,
and incidentally a very important deduction. As pure deduction,
the notion has only one weakness, though a very serious one:
it did not distinguish between an increase in the quantity of
money—which uvsually had the effects conceived—and the
absolute quantity of money, which played no part whatsoever.
Law’s assertion that England had never had enough money
for the whole of its population is an illustration of this. In the long
run, the defect consisted in the fact that no question was asked
whether and to what degree such stimulation of economic life
was desirable, and, over a long period of time, possible.

David Hume, one of the most important of those who overthrew
\heoretical mercantilism, displays on this point a profound com-
prehension of the mercantilist cutlook with regard to the effect
of money circulation. His work, it is true, takes us considerably
beyond the period which this part otherwise deals with. But one
observation of his may be brought in as a conclusion of our
description of this important and fascinating aspect of mercantil-
ism as a monetary system. At least as a description, it epitomizes
the best aspects of this in an incomparable manner. How far
Hume’s theoretical explanation is also relevant is not so clear.
“In every kingdom,” wrote Hume in his famous essay on money
(Essays, Moral, Political, Literary: “Of Money™', 1752}, “into which
moncey begins to flowin greater abundance than formerly, every-
thing takes a new face : labour and industry gain life ; the merchant
becomes more enterprising the manufacturer more diligent and
skilful and even the farmer follows his plough with greater alacrity
and attention.” Hume found the explanation in the fact that some
time elapsed before the new money began to affect prices. The
conclusion which he drew from this was that, "It is only in this
interval or intermediate situation, between the acquisition of
money and a rise of prices, that the increasing quantity of gold
and silver is favourable to industry.” On this Hume erected his
conclusion, “It is of no manner of consequence, with regard to
the domestic happiness of a state, whether money be in a greater
or less quantity. The good policy of the magistrate consists only
in keeping it, if possible still increasing; because by that means,
he keeps alive a spirit of industry in the nation, and increases
the stock of labour in which consists all real power and riches.
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A nation, whose money decreases, is actually, at that time, weaker
and more miserable than an?thér nation, which possesses no more
money, but is on the encreasing hand »'¢

By reterring to “the domestic happiness of a state”, Hume

possibly wanted to point out that the problen; was different in
commercial relationships with other countries. At any rate, this

was the opinion of the mercantilists. Further exposition of the
point belongs to the next chapter.

1¢ Brewster, 21, 38.—{Pollexfen} 06-98 —Davenant, Discourses 11 162-71.
—-Law (note Ginch. 2) esp ¢h 25,7 8 (Frenched. 197, 581{, 66, 91-05,
105, 117, 156, 158, 166, 181, (89) —Hume Escays {ed. T.H. Greenand T. H.
Grose, Lond. 1875, New Impr , Lond 1898, T 314 fT |, date given 284),—Viner
{sce above ch. 1 note 7} 292 refers to a precursor of Hume of 1697, J[ames]
H{odges}, one of the many adiocates of deprectation (“rawsing the value of the
coury’ ). In hss fasrly comprehensive book The Present State of England, as to Comn
end Publick Charges {Lond 16g7) he carnies on, 1n fact, in thes strain, as, for
example, in the following passages “The raising of the Value of Money dotlt
never immediately or suddenly occasion the raising of the Price of Com-
modities, but that always followeth at some distance and cometh on gradually™
{120}, “Diain sv of Commodities an this account is a sign of the thrang
and merease of Riches 1n any place where 1t 1™ {127). But I do not krow
that this work excated any interest amongst ifs conlemporaries —A peculiar
mtee-play of the vartous aspects of mercantihism was manifesied in the treat-
ment, on the part of the mother country, of the provision of money to the
Enghsh colonies, as well as in the monetary policy of the colonies themselves.
"L his 15 too specialized a point to be considered here, but the reader 1s referred
to C. Nettels, “British Policy and Colomal Money Supply” [ Economic Hustory
Review 111, 1931, 219 45)
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THE EXCHANGE RELATIONSHIP WITH OTHER
COUNTRIES

1. “SELLING CHEAP AND BUYING DEAR"

The mercantilists conception of the importance of the quantity
of money with regard to the exchange relationship with other
countries was a major cause for their desirc for an abundant
stock of the precious metals.

In the course of a century and a half this standpoint was
formulated again and again in this way, that a country with
relatively less money than other countries must “sell cheap and
buy dear”. Both from the theoretical and the practical point of
view, this is of so much importance that it requires careful
illustration.

Even in the original edition of the Discourse of the Common Weal,
that is in the middle of the 16th century, this attitude was already
manifested, Hales said, in fact, "And yet if strangers should be
content to take but our wares for theirs, what should let them to
advance the price of other things {meaning: among others, such
as we buy from them), though ours were good cheap unto them?
And then shall we be still losers, and they at the winping hand
with us, while they sell dear and yet buy ours good cheap, and
consequently enrich themselves and impoverish us. Yet had 1
rather advance our wares in price, as they advance theirs, as we
now do; though some be losers thereby, and yet not so many
as should be the other way.” On this point he had the unqualified
approval of his editor several decades later (1581}, In the 17th
century, this attitude recurred again withont any fundamental
change in significance. Thus, Malynes believed this unfortunate
position to be the result of what he dreaded above all things,
i.e. a foreign under-valuation of the English exchange. At other
occasions the greatest stress was laid directly on the distribution
of the quantity of money among countries as the cause for it.
Malynes thus rerarded it as dangerous if other countrics ob-
tained a more than proportionate share of the world’s quantity of
money in comparison with England, and considered this point of
vital importance, in contrast to the absolute increasc in the
quantity of money. The same conception then recurred con-
tinually, In his Verbum Sapienti (written 1665, published 1691),
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Petty belicved that the violent efforts to increase the quantity of
money could OHIYT cease “when we have certainly more money
Phan any of- our i\f:lgfibour éftates {though never so little), both
in Arithmetical and Geometrical proportion”. During the period
between thc.wntu}g and the publication of this work, Coke
decl_arcd, “‘If' our Treasure were more than dur Neighbouring
Nations, I did not care whether we had one fifth part of the
Treasure we now have™ (1675].1 Most interesting of all, however,
15 Locke, for; as with the 1dentfication of money and capital,
here 100 he reproducel the mercantilst point of view with
peculiar clarity.

As quoted above (226}, Locke arrived at the conclusion that
any amount of money, be it of the smallest. would suffice for even
the largest amount of trade. It might then have been expected
that he had drawn one ol these two conclusions * exther that it was
unnecessary to worry at all about obtaining enougls money, or
that o farge quantity of money was desirable to bring about a*
rise in prices Now thentlationist idea was absent in Locke, and
so it appeud b as though nothing else 1emained for him than to
decide in favour of the first alternative, and thus to throw over-
board entirely the whole mercanulist ¢rnception with regard to
money. But Locke arrived at an cnurcely different result. The
reason 16 that he woh mto conaderauen the prices of other
countries, In fact, Locke declared that the above had only been
a4 theoretical construction, tor 1t applied only to an isolated
country : to-day, however, countries were no lenger isolated, but
entered inte commeraal relations with one another. In these
dreumstances, the whole sitwation, in Locke’s opini~n assumed
a fundamentally different complexion. Locke was net aione in
taking this stand ; Pufendort, for example, believed the same. But
the peculiar thing about Locke 15 that he attempted a compre-
hensive theoretical explanation. His trend of argument was as
tollows,

The prices of the same things, expressed in gold and sihver,
must necessarily be the same in different countries. This would
not occur if one ¢ountry had a smaller stoch of money than another.
A country with a small stock of money was therefore i'ach,
according to Locke, with an unwelcome choice: either to sell its
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1 [Hales), Disconrse of the Common Weal, ed. | .mond, 47, 188.——-1\1&1}’}1(5,
Mantnance of Free Frade 7h, Cenier of the ( vele of Commerce 3. Canker (n Tudor
Fron. Des. 11V 388, Lev Mercators Part 2 Intieduction (15t ed 254} —
Petty, Verbum Sap b 10 (Econ Wrinngs T orrgd —Coke, Treattse 111 (note
6 in ¢h 2) 45~ See above 221
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goods at lower prices or to lay up a large portion of its commerce ;
and not only that, but in addition to buy foreign goods at high
prices. A small stock of moncy would thus lead to a two-fold
loss in foreign trade, low export prices and high import prices.
On the assumption that England had half the quantity of money
that other places had, Locke summed up his conclusions as
follows : “Such a state of poverty as this” (i.e. of money) ““though
it will make no scarcity of our Native Commodities amongst us,
yet it will have these ill consequences, 1. It will make our Native
Commodities vent very cheap. 2. It will'make all Foreign Com-
modities very dear, both which will keep us Poor : for the Merchant
making Silver and Gold his measure, and considering what the
Foreign Commodity costs him (i.c. how many Ounces of Silver)
in the country where Money is more Plenty, i.e. Cheaper . . .
will not part with it here, but for the same quantity of Silver . . .
so that . . . we shall pay double the Value that any other
Country does, where Money 1s in greater Plenty.” With this were
bound up other lesser disadvantages. Locke thus created a
foundation upon which he was able to erect the whole mercantilist
programme and to put forward a complete catalogue of dangers
which arose inevitably if this programme were not carried out.
Thus it would be to the detriment of agriculture if the decay of
commerce led to the export of half the guantity of money. The
rents drawn from agriculture would fall, until a general prosperity
“shall restore to the Kingdom the Riches and Wealth it had
formerly”. In many places Locke says that a country would
become very much peorer through an import surplus, and very
much richer through an export surplus. He thus omits no tenet of
the entire mercantilist creed.

One should assurne that this argument could easily have been
met with the following question: if prices in other countries were
in gencral twice as high as those in England, as a result of the
larger quantity of money, why should that not apply also to the
English export goods, making these sell just as dear abroad as
the native goods of the foreign country? and why could not the
foreign goods be sold just as cheap in England as the native
English commodities? At least the first part of this objection was
s0 obvious that it did not escape mercantilists of far less sagacity
than Locke. But they all found some dark reason for reéfraining
from following it to its logical conclusion. Malynes (1601) looked
at the matter in this way, that an export of money from England
to other countrics would result in a fall in the price of English
commodities, and a rise in the price of foreign goods; “And so
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might it fare with the PFiEC of our home commodities being
tr_anSPfJf}Cd to those Plaflcs. Th1§ latter, however, would not in
his opinion occur and his reason is couched in incomprehensible
terms: foreign coins, he said, _might have a higher value—
prcsun"_nab]y on account of the seigniorage-—than was represented
by their metal content. In a late.:r, insignificant pamphlet, called
Great Britains J_Ri_??rzembr:ancer, written by Sir Ralphe Maddison
(1640, new edition with the title as given, 1655)
admi'ttcd that foreign tqtlntries had really to pay just as much for
English goods as for theik own, but the idea was later shelved, the
explanation given bmng tha_t the English merchants were forced
to s?ll abroad because of their foreign indebtednesses and that the
foreigners were not prepared to pay more when they knew that
the gouds were worth less in England, and so on.

Locke’s own reply would obviously have heen, as may be seen
from the above quotation, that the same quantity «f silver had
to correspond to an equal quantity of goods in various countries.”
He would then have had to follow up this step in the argument
by saying tn .. the quantity of silver, which expressed the value
of the commodities in anv particular producing country, would
have to determine the prices of the commodities both at home and
abroad ; thus French prices for French commodities and English
prices for English commodities. Tt is obvieus that such a concep-
tion, if followed to its {ogical conclusion, was irreconcilable with
Lacke’s quanuty theory approach, for the quantity theory neces-
sarily led to the condlusion that the quantity of money in one
country influenced ol prices in the country, and, consequently,
the prices of imported goods alse. 1t is difficult to c..plain how
this consequence ¢ould have been overlooked,

It is even more difficult to explain why the purcly practical
conclusions were not put to the test. For no ane could have failed
to notice that commodities competing with one another, e.g.
French and English cloth, exercised a reciprocal influence on
each other’s prices. Expressed more gencrally, this means that a
price bridge between native and foreign commoditizs which
entered into international trade raised the demand for cheap
goods and lowered the demand for dear goods, so that a state of
equilibrium was reached in which the prices of the former were
necessarily raised and the prices of the latter lowered. Li .the
mechanism of this equilibrium was not clear to the mc:_'car}tlhsts,
that is not to be wondered at, for it is not simple. But it is difficult
to explain why they hardly ever gave a thought to the conse-
quences of so well known a phenomenon as the stimulation of
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English cloth export resulting from a low price for English cloth,
and vice versa. Had they been alive to the consequences of this
elementary fact of everyday life, nothing would have remained
of the foundation of their favourite idea that an increase of money
was necessary in consideration of the prices of foreign countries.
That they closed their eyes to something as simple as that points
to the conclusion that they had a preconceived opinion with
regard to the result, namely the notion of the paramount impor-
tance of the need for money.

Independent of such views, a high level of native prices could
not have been regarded as a good thing from the point of view ot
international exchange, because it would necessarily favour
imports and hinder exports. If the connection between the quantity
of money and the price level had been recognized in these circum-
stances, ‘the mercantilists must immediately have been disturbed
about thc consequences to the halance of trade of an increase in
the quantity of money. At least one of the foremost mercantilists
caught a glimpse of these facts in a moment of inspiration, although
he was incapable of drawing any broad practical conclusions
from them.

The writer in question was Mun. He reported in detail on the
decline of the English cloth exports and the development of
production in the competing countries resulting from the excessive
price of English cluth. He then posed the question how far the
fact that there was then more money in the country than pre-
viously would cause fureigners to buy more than before and so
bring about an expansion of trade. He attacked this supposition
with vigour on the following grounds : “For all men,™ he said, “do
consent that plenty of money in a kingdom doth make the native
commodities dearer, which as it is 1o the profit cf some private
men in their revenues, so is it directly against the bencfit of the
Public in the quantity of the trade; for as plenty of moncy makes
wares dearer, so dear wares dcclme their use and consumption,
as hath already been plainly shewed in the last Chapter upon that
particular of our cloth.” In this Mun undoubtedly displayed
greater powers of observation than were manifested by most
other mercantilists, and in particular Locke.

Mun thus appears to have been very near, on this point, to
correcting the basic mercantilist outlook with regatrd to the
precious metals. This was also the case to the extent that his
indifference towards the increase in circulation is to be explained
by his conception of its effects on foreign trade. Had Mun followed
his argument through to its conclusion, only one possible applica-
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tion of the precious metals could have remained, the accumulation
of a treasure. Strictly speaking, Munwas not particularly interested
in this either, although he gave it his approval on principle
From the purely logical point of view, he was thus near to causing
a vital readjustment of mercantilism as a monetary system Bugt
from the psychological point of view, few people obviously (;Ot)ld
be farther from this than the author of England’s .Treawre by
Forraign Trade. His own conclusions with regard to the effect of
the circulation of money on exports were expressed simply in the
usual demand of the Ea% Indian trade for free export of precious
metals. Silver, in his opinion, had its specific function in serving
foreign trade. With regard to its final use, on the other hand. he
says nothing. He does not explain what should happen to it if’{hc
export of precious metals resulted in an export surplus of commodi-
ties and an import surplus of money and silver, which was the
objective of all the endeavours.?

Yet this description of the mercantilist viewpoint of the con#
nection between the quantity of money and international exchange
contains en. great flaw, the fact that the foreign exchanges are
left out of consideraticn, This defect must now he remedied.

2. THE FOREIGN EXCHANGES

If comparisons of prices expressed in the monetary units of
different countries are to have any meaning they must obviously
take into account the reciprocal value ratio of the monetary units,
this ratio being unsually charactenized as the foreign exchanges,
although it does not presuppose exchange in the techaical sense
of the term as the form of adjustment of transactions. | he theo-
retical and practical mysteries of the foreign exchanges were
naturally even more troublesome in times of disorganiz~d monetary

T Locke, Some Consideraiions note 7 ineh. 2b 191, 76 79, B8, Furiker Consider-
ations Concerming Raiving the Value of Money [same ed.) 15 1f, 66 . of passim.—
Malynes, Canker { Tudor Econ. Docs. 111 392 f.)—Maddison 20 ., also Clement,
who was generally dependent upon Locke {see above 183}, expressed the same
thouglt with rather sinular vagueness {31 f}-—Mun, Engl. Tr. ¢h. 3, 4, 5
{ed. Ashley 101 24. 30). In the last place referred to, Mun conceives of the
purchase of estates us an outlet for money, without making clear whether he
thought in good ecarnest that this would withdraw the money from cireu-
lation.—An occasional heretic on this point was Henry Robinsor. when
he said {England’s Safety in Trades Encrease 57): s is out benefit that maonies
be plentiful also in surh Countries where we carry our commodibes to sell,
and shall otherwise have little encouragement to continue it.”” But the very frst
principle laid down in his Britfe Considerations concerning advancement of Trade
and Navigation (Lond. 1649) represented the ordinary view. 6
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conditions than in the igth century, with its gradually consoli-
dating monetary systems; in earlier times they were so striking
that they could not fail to attract attention. Least of all would
such an indifterence have been expected under mercantilism,
which displayed an overmastering interest in both the monetary
system and forcigh trade.

The controversies centreing around the forcign exchanges
really belong to the period before 1650. Apart from the Nether-
lands, which are pormally left out of account in this part, they
were brought to a head by the controversybetween Malynes on the
one hand and Misselden and Mun on the other. The former wanted
to control the exchanges through direct interference, and there-
fore demanded the restoration of the office of Royal Exchanger,
the latter maintained the conception of an immutable economic
inter-relationship in foreign trade, namely the balance of trade
theory, which they made to serve the interests of the East India
‘Company. Through the victory of the Jarter tendency, the balance
of trade occupied the field of attention to so large an extent that
the exchanges thereafter were very much lost sight of. Possibly
this tendency was also connected with the changes in actual
conditions. At least with regard to England, the greater order
attained in the monetary system ensured the fact that convulsions
of the foreign ¢xchanges resulting from monetary causes occurred
far less frequently than formerly. Even before that, the tuking up
of loans by the English government abroad had ceased. The
problem of the foreign exchanges had theretore lost the ear of
English politicians which 1t had gained in the Tudor period,
when Sir Thomas Gresham had preached untiringly of the great
dangers the foreign exchanges threatened to the position of the
Prince (and of his own preternatural skill in overcoming these
dangers} ; and as mercantilist literature before the 18th century
was primarily English, the result was that this literature paid
only passing attention to the problem of the forcign exchanges
during the heyday of mercantilism.

Nevertheless the questions consciously occupying the minds of
mercantilists in the 17th century were not to be dissociated from
the foreign exchanges; and for this reason the concept of the
exchanges must imperceptibly have acquired great influence on
the whole system, especially on the balance of trade theory, which
could not possibly be elaborated comprehensibly without explicit
or tacit assumptions with regard to the foreign exchanges.

The notion of the foreign exchanges had two aspects, their
equilibrium and their deviations from the equilibrium. Tt was at
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least tempting to treat the§c as two separate pioblems; but by
another method various misunderstandings might perhaps have
been avoided.

Of the two problems, the deviations from equilibrium were of
course of the greater interest, if only because equilibrium as such
appeared to be taken for granted a priort where tiere was a metallic
sta.ndzf.rd; in other words it was considered to be determined by
th:: mint par, the r'e1:31ti0nship of the silver content of the different
coins. Thl.s norm, It is true, was not applicable in comparing the
coins of different metal\ but it was made to suffice for the most
important cases. The *‘true value” of the foreign exchanges was
the *‘Iintrinsic value” of the coins. This was what Malynes never
tired of calling the par pro pari of the foreign exchanges, like for
like, a definition which also contdined a moral evaluation. All
this was common to the earlier discussion whose conclusions
Malynes embodied in his books. Interwoven with this was the
struggle against interest in general, still frequently determined by
ethical or religious considerations, as may best be seen in Thomas
Wilson’s  TVsrourse upon Usury (1572, which is, for the rest,
rather barren from the economic point of view. In the period
atter Malynes the ethical considerations faded out, The problem
lost its great sigmificance, but the conception of the right or
normal exchange remained the same. This may already be seen
in the fact that the otherwise so unsparing critics of Malynes
agreed with him on this point. Misselden thus said, *“The fineness
of monies 1s that Cynosure or Center, whereunto all Exchanges
have their natural propension.” Later on Locke concluded his
discussions of the changes of the foreign exchanges b referring to
the way in which the parity should be reckoned on the basis of the
“intrinsic value', and his description was supplemeuted several
years later (16g5) by Simon Clement, who obviously had had
practical experience. To this extent full agreement prevailed.
When the mercantilists instituted international price comparisons
they accounted for price on the basis of the mint par.?

On the question of the deviation of the foreign exchanges from

® Valuable data: pi. Schanz, Englische Handelspoliih 11 614-49 and Tudor
Econ. Docs. 111 q05-404 (Memorandum of 1564 346-50} —On Gresham:
J W. Burgon, Life and Times of Sir Thomas Gresham {Lond. 1839) passim, esp.
letters 1555 and 1558 pr. in T 97, 463 fE, 483 T —Malynes, esp. Lex Merca-
torta, passem (the third and last part s devote. xclusively to the foreign ex-
changes).—Walson, 4 Discourse upen Usury (note 8 10 ch. 2} passim, esp. 270{.—
Locke 83 —([Clement ], Iuscourse {see above 185) ch & 5 These reterences also
apply in part to what follows.— Misselden, The Curcle of Commeree or the Ballance
of Trade {Lond, 1623} 97.
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parity there was far more difference of opinion. The two opposing
schools of thought, however, here, too, looked at the theoretical
points through the same spectacles, Their difference consisted
rather in this, that they emphasized different factors and omitted
to draw several conclusions which naturally arose out of thetr
common standpailit.

Malynes’ conception of the movements of the foreign exchanges
may best be seen in the following passage: “So that the matter
of Exchange being made a merchandige, requireth this con-
sideration for the reducing thereof to jhis first principle and
foundation, which is the intrinsic value of coins of country and
countries according to weight and fineness, albeit the price thercof
in Exchange doth rise and fall according to scarcity or plenty of
money, procecding of the few or many deliverers and takers
thereof in the course of traffic, not by commodities only, but also
by Exchange devised upon monies, in nature of merchandise.”
Btarting from the coinage parity as the decisive norm, Malynes
thus reckoned with the movements of the exchanges as an eflect
of supply and demand of bills of exchange, which did not all
depend on commercial operations, but were also partly drawn
up speculatively or, inversely, withdrawn from the exchange
market. On this point Malynes had no other conception than the
best informed contemporary and carlier public opinion. This may
be seen with particular clarity from a detailed report on the
foreign exchanges which had been drawn up a half-century
earlier for an English Royal Commission {i564). But Malynes
went much further than others with his fantastic notions of the
“Feats of Bankers performed by Exchanges”, ic. exchange
manipulations. This, his chief practical idea, led him also to the
project he advocated throughout his lifetime, the reintroduction
of the office of Royal Exchanger, through whom all exdchange
operations and all trade in precious metals were to take place—-
an official whose appointment dated from the Middle Ages and
was revived fitfully down to the reign of Charles I (16281, The
only thing that could, in Malynes’ opinion, lcad tv an export of
bullion, a corresponding import surplus of goods and, worst of
all, a scarcity of money, was a deviation of the foreign exchanges
from the par pro pari. He therefore vigorously opposed the wide-
spread belief that the “raising of the valuc of the coin”, i.c.
coinage depreciation, would be able to counteract silver exports.
In his opinion it could only cause an alteration in the parity.

Granting Malynes’ premise that English money was under-
valued abroad when compared with the silver content of the
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respective coinsﬂjor, more correctly, undervalued to a greater
extent than their cost of cartiage—his whole argument was
water-tight and often much sounder than that of his rather
overbearing opponents, especially Misselden. What nevertheless
made Malyncs’ reasoning altogether unreal was that he supposed
the situation to be permanent. Actually, of cburse, the rush of
money out of the country, in order to have it made into silver
at a higf.ler value without even the risk of a loss—Malynes at one
time estimated the gain to be 11 per cent in the month and 142
per cent in the year, Yater reduced somewhat more modestly
to 63 and above 74 per cent, respectively—would have redressed
the exchange in a very short time. That Malynes’ belief in
habitual undervaluation had much to do with actual conditions
also appears distinctly improbable. The chaotic state of the
currency in most countries made correct estimates of the
parity very difficult, and when in doubt, people of course normally
concluded that they had been over-reached by the foreigner. At
author who distinguished himself from most of these writers by
having »o xe to grind, Rice Vaughan, said, some years later,
that he had heard some merchants express belief in a deviation
from parity, but “so 1 heard others of as great worth and experi-
ence to deny them, afhrming that they knew none other valuation
of our Money with foreign but according to the Intrinsical value
of cither of them” (A4 Discourse ¢f Coin and Coinage, published
posthumously in 1675, probably written around 1630).4

Of greater interest than this criticism of the expressed beliefs
of Malynes, however, was their background and, even more,
what they left out of account. With an occasional «xception, to
him the foreign exchanges were the beginning of ali .hings. The
chain of events began in the foreign exchanges, the latier domina-
ting commodities and money, not vice versa—thir was the ever-
recurring idea. As he tersely summarizes in his Maintenance of Free
Trade: “All the said causes of the decay of Trade are almost all
of them comprised in one, which is the want of money ; whereof
we find the abuse of exchange to be the efficient Cause.” Now,
however, the passage quoted in a previous page shows that
he did not regard manipulations as the sole cause of move-

$ Quotations from Malynes: Lex Mercatoria Part 3, ¢h. 10 (18t -d. 418,
cf. also, on what follows, 291, 382, 415, 418.., 422, 485 &f pasam), Mawnte-
nance of Free Trade 46, 104, Center of the Circle of Commerce 28 £, 48 .—Royal
Exchanger: Tawney's Introduction to Wilson (prev. note) 137-54; documents
pr. in Schanz and Tudor Ecom. Docs, 1IL—Vaughan, ch. 21 (orig. edn., Lond,
1675, 204).
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ments in the exchanges. He also included the actual effects of
trade, which consisted in the cldims on one country often being
greater than the claims of that country on others, and vice versa.
So that the foreign exchanges could deviate from the parity even
without the “Feats of Bankers”. Quite irrespective of whether
Malynes was nght in ascribing much influence to the latter, his
diagnosis could therefore not have covered all the facts. Had
Malynes pursued his reasoning to its conclusion, he would
obviously have been forced to face the question of how the claims
of one country happened to be sometinfes larger and sometimes
smaller than its debts, and the forcign exchanges therefore
departed from parity and the precious metals set in motion.

It was this that Malynes’ opponents did. They went beyond the
foreign exchanges and declared the balance of trade to be the
decisive factor in the influx and outflow of silver; and in doing
so they created the mercantilist monetary and commercial
toctrine in its narrower sense. This argument however was not
so late that it was a creation of the direct opponents of Malynes;
it only happened that it was expressed more clearly by Mun than
by others before him and in the later period was taken over from
Mun’s description. Following the matter up the conception has
been traced back to the end of the 14th century (1381}, and it
had already been clearly stated before the middle of the 16th
century. What was kept in mind was the manifest fact that if
exports were greater than imports, or vice versa, the difference
had to be paid somewhere or other, and this payment had to be
made in precious metal. Fundamentally this could not, of course,
be an alternative explanation to that of Malynes, It merely took
his explanation one step further, The two camps, however, did
not recognize this and Mun, for example, put the contrast in the
form of an either/or. “It is not the undervaluing of our money in
exchange,” he said, “but the over-balancing of our trade that
carrieth away our treasure.” Only with regard to the exchange
manipulations did there exist real difference of opinion. The new
school regarded them as insignificant in comparison with the
overwhelming influence of the balance of trade.

It was peculiar that Misselden and Mun were able to present
their balance of trade theory as a contrast with the foreign
exchange theory of Malynes, for no possible doubt should have
existed that the balance of trade exercised its influence on the
movements of the precious metals precisely via the foreign
exchanges. Almost in the identical words as those used by Malynes
and others before him, Mun, too, said, ““As plenty or scarcity of



THE EXCHANGE RELATIONSHIP ABROAD 249

money do make the price of the exchange high or low, so the over
or under balance of our trade dath effectually cause tiu: plenty or
scarcity of money.” In spite of apparent contrasts. the younger
school thus really adopted the standpeint of the old::r and carried
it further—more or less incidentally—by making the deviations
of the foreign exchanges from parity dependenfupon the balance
of trade, and -—emphatically—by making the movements of stlver,

as an effect of these deviations, likewise dependent upen the
balance of trade ©

Onec cardinal probleda, however, yet remamned What deter-
mined ll?e balal.m_c of trade itself? This was never made clear. The
mers antilists, it 1s tn}e, discovered imnumerable ways of stumu-
lating exports and hindening imports, but that the balance of
trade was linked up with the relative prices in different countries
m one way or another and thus with the relative quantity of
money, this idea was never elucidated It was hintee at 1n passing
by Mun, but was never fitted orgamcally into the general plan®
Had 1t been possible 10 weld the vanous fragments together
properly, :t vould have become clear that (1) relative quantittes
ot money, {2) relative prices in different countries, (3) balance of
trade, and {4) the toreign exchauges, represented a comprehensive
system of mutually dependent factors. It would have been
possible to set out at any point and yet always return to the

¢ statements ol the offiaals of the Mint Asiesbury and Crantren, 1381 82
Rotutr Parlameniorum 111 127 Farly detaded discussions of the balance of
trade  Policies” ete 1549 @ Tudor kaon Doy T11 416 (8 420 1, a briefer
divcussion o {Hales]) Dieowre b1 1371 Phercafter vanous waorks 1n Tudor
feon Docy T Quotations trom Mun England + Treaswrs th 1o (ed Ashley
81 and ch 12 {Ashley 54 F i, the formur also 1o be lound 10 Misselden, ¢ trele
of Commerce 117 In general see Mun pauin Locke, quoted @ wext below,
254 (Consderanions 827 It 15 hardls worth while 10 loilow .o detail the
reasoming o the balance of tade school and this applies in partcular to
Nasselden, whose great strength lay o bterary adrentness and invecuve, rather
than in logical stingency  The conception that the toreign exchanges mirror
the balance of trade for each country was very common, and was held, for
cxample, by Locke o the quotation given here  This idea recurred dunng
the hrat World War. scc above, ¢h 1, note 3, 180 (op at Swed ed II 20,
Amer od T igq i1 Dhis reasoning s cotrect only on the asumpuon that there
w no arburame I hat arbatrage was a normal phenomenon during the 17th
century  and much earher, tor that mateer —s beyond doubt Another
problem, 10 some extent refated to thu, was the need for a “favourable’
halance with gach country rather than such a halance with all countrrs  For
a more recent discussion of this weue, ste Guarles Wilson, “Treasure and
Tiade Balances the Mercannlist Problem™, Hecksiher, *Multilateralism,
Baltic Irade and the Mercanthsis”, and Wilson, “Treasure and Trade
Balances Further Evidence”, i Foonomuc Hulory Rement {and Ser, I, 1949,
152 (F, 111, 1450, 2 fF, and TV, 151, 238 iT , respectively}
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starting-point, so that, to take one example, an increase, as
compared with other countries, irf the quantity of money necessary
to the equilibrium would necessarily neutralize itself along these
lines: rise in prices—import surplus—a larger total of foreign
claims on the country than the country had abroad—an outflow
of precious metalt. The citadel of mercantilist monetary policy
would thus have collapsed. An attempt to increase the quantity
of money in circulation would then appear as an attempt to fill
with precious metals the cask of the Danaides. The connection
between any one pair of these factors was ¢lear to the mercantilists.
With perfect apperception, they recognized the link between the
quantity of money and prices; in certain clear moments they also
saw the connection between prices and foreign trade; and they
always understood the bond between foreign trade and (the foreign
exchanges and) the movements of silver. It was only the whole
chain of interconnectedness which was hidden to them,

* Such a state of affairs may appear peculiar, But we should not
forget that foreign trade is a complicated matter. The situation,
in fact, is very significant of what in general clarifies or clouds
economic phenomena. For what very often, if not normally,
decides the issue is not the knowledge or ignorance of the indi-
vidual factors, but whether elementaryideas, each mdividually clear
and recognized as correct, are integrated into a consistent system.

In fact, not only was such a synoptic view absent in this case,
but even a precisely opposite conception of the effect of the quantity
of money on the foreign exchanges is to be found in two of the,
in theory and practice, most influential mercantilists. They
believed, that is to say, that a larger quantity of money would
increase the foreign valuation of the domestic currency or would
make “'a favourable exchange””. This presumed effect upon the
foreign exchanges became immediately a new argument in favour
of the claim for an increase in the quantity of money. Given the
correctness of such an argument, the increase in the quantity
of money would obviously continue automatically unto infinity.
For if this were granted, each increase would continually have to
call forth a new stream of precious metals. The representatives of
the theory can hardly have thought of this, for if they had, they
themselves would presumably have doubted the validity of their
standpoint.

The two authors in question were Locke and Law. Locke did
not think of laying chief stress on the presumed effect of the
quantity of money on the forcign exchanges; but the importance
of his exposition to the bolder construction of Law is quite clear.
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In I...ocke one can, Pﬂrhap_s! find an explanation for his attitude,
for like most other mercantlhst-s, he explicitly put “money” and bills
of exchange on tllue same .footmg. This led him to draw a parallel
hetween the obvmus' rise in the foreign valuation of the CUrrency
of a country, resulting from greater foreign claims, and on the
other hand, such results as depended upon a gréat native quantity
of money, so that both the large foreign claims as well as the
large quantity of moncy would enbance the foreign valuation
of the currency of the country. Locke, in {act, expressed himself
in the following terms, ¥“These two together regulate the Com-
merce of the World, and in both the higher rate of exchange
depends” {like all English authors even at that time, Locke
understood by a higher foreign exchange a more “favourablc”
foreign exchange, nigher foreign valuation, ie. a larger number
of foreign money units for one native money unit) “upon one and
the same thing, riz. the greater plenty of Money in ine Country
than in the other; Only with this difference, that where the ovet
balance of Trade raises the exchange above the Par, there it is the
plenty o Moncy, which private Merchants Lave in one Country
which they desire to remove into another: But where the Riches
of the Country raises the exchange above the Par, there it is the
plenty of the Money in the whole Country.”

In Law this argument. to which Locl e consciously ascribes a
suburdinate position, became a major point. He discovered in it a
principal proof for the fact that 1t was necessary to have an
increased quantity of money, and that there could be no objection
to cover this requirement with paper money. “If trade,” said Law,
“‘can be carried on with a 100,000 ith, 2nd a Balanc. then due by
Forcigners ; The same measures, and a greater Quantit >f Money,
would make the Balance greater.” *"Most people think scarcity of
Money is only the Consequence of a Balance due; vut ‘tis Cause
as well as the Consequence, and the effectual way to bring the
Balance to our side, 15 to add to the Money” (my italics). Thus this
reversed connection between the quantity of money and the
exchanges became a support for mercantilist paper money policy.®

** Locke 80.—Law ch. j, 8, ¢ passim (quotations from the Scottish edn of
1705, 42, 115).—Viner (sec above, ch. 1 note 7) 423 f. draws attention toa }:ttifu
wn anonymous work (ascribed to one Samuel Prat), through whic'y, in his
opinion, a view of the whele picture is obtained. "he book, The Regulsung Stlver
Coin, Mads Practicable and Easy to the Government and Subject {Lond. 1696} is ccr-
tainly ingenious, but 1 do not think this interpretation tenable, I‘jor 1t assumes
that by silver value the author meant the purchasing power ofs_xlvcr in terms
of goods, although he was exclusively preoccupied, in i:act, with the silver
value of the coins of different countries.  See below 11 368, Addendum §e2.
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3. PROHIBITION OF THE EXPORT OF SILVER AND THE °
BALANCE OF TRADE THEORY

By keeping to the actual point of departure of the mercantilists
we thus arrive at the conclusion that the coinage parity
determined the sate of equilibrium of the foreign exchanges.
This conception has even been extended somewhat in the
foregoing description by postulating that at an exchange rate
corresponding to the coinage parity, silver would necessarily
have the same purchasing power in gifferent countries. The
foreign exchange problem is not, however, quite so simple
as that, and a glance at the policy which was actually pursued
brings to light other possibilities. Tt s seen also that the
mercantilist objective of an increased circulation of money might
have been attained, in spite of everything, without disturbing the
exchanges, though on other premises than those from which the
mercantilists, at least consciously, set out,

In the fimst place, we come up here against the question of
whether the goal could have been atiained simply by obstructing
the outflow of precious metals by the aid of export prohibitions.
This had been the medieval policy and was continued everywhere,
with greater or less tenacity, beyond the middle of the 17th
century. In earlier times people held the view that payments
abroad meant an outflow of precious metal and believed, in
particular, that silver would never return if the payments were
made ab initio in this manner, The writings ascribed to Armstrong
in the period down to.r1535 took up this stand. Even clearer did
the conception manifest itself in the notes which have been
handed down for a speech in the House of Commons in 1523,
delivered presumably by Thomas Cromwell. The speaker warned
the country against military enterprises in France under the
personal leadership of the king. He said that the war would cost
Just as much as the whole of the circulating money in the country.
This in his opinion would force England to adopt a leather
currency. He personally had nothing against this, but it could
become awkward if, say, the king were taken prisoner and
ransom had to be paid. The French in fact would probably
refuse to return the English king on payment of leather, as they
refused even to scll their wine except on payment of silver.?

T fArmstrong} (note 2 in ch. 2) ed. Pauli 18-21, ed. Tudor Econ. Docs. I11
93 fl.—Speech 1523: pr. Letters and Papers, Foreign and Domestic, of the Reign of
Herry VI, ed. |. 8. Brewer, 111: n {Lond. 1867} 1248. It appears incredible
but is nevertheless true that a very conscientious scholar who deservedly enjoys
a great reputation has taken this argument seriously (Schanz I 485}.
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:I'hc aversion to the export of silver then became a major argument
in the 17th century in the attack$ on the East Indian trade, which
had to pay for its Indian goods with precious metals. This criticism
persisted and was t0 be found here and there even at the end of
the century.

Against the whole of this approach was HUirected the new
tt;ndency, the balance of trade theory, represented with particular
vigour by the spgkcsmf:n of the East India Company, but regarded
in wider :':md wider circles as the only tenable standpoint. At a
comparatively early date, in 1663, this new school carried the
day, in t'hat Er_lgland' abolished the export prohibition on bullion
and foreign coin, vmamtaining it only for English coin {by 15 Car.
IL, c. 7,8 9). This was done by referring to “'several considerable
and advantageous Trades” —ic. primarily the East Indian
trade—which *“‘cannot he conveniently driven and carried on
without the Species of Money and Bullion”. In France, [TOEress
along this line was slower. It is true that Barthélémy de Laffemnas®
court tailor and adviser to Henry IV, wrote a short statement in
favour of Lhe.ree export of precious metals in the early years of the
17th century; but this did not achieve any practical significance.
Much more important was the fact that Colbert’s sympathies
with regard to such a policy were unmistakable, although he was
unable to proclaim them at all so frankly ©s was done in England.
The prohibition was thus retained fonger in France, occasionally
cvent on pain »f death if no licence were obtained. But hints were
always dropped about not going to extremes, only avoiding
excessive export. In one case {(1679) Colbert even prevented a
distraint from being put into effect.? Gradually among the

* An intercsting expression of the new firmness of faith: Pep.. Dhary for
the 27 Jan. 1665 (fhen, ed. H. B. Wheatley IV, repr. Lond. 1923, 342).~—
Lettves de Colbert 11 450 [Year 160g), Ggy 1. (Year 1679); Correcp. admumustr,
sous Lours X1V, ed. Depping, 18 514 ( Year (682), 618 (Year 1681).—According
to Harsin 75, Sully, the great minister of Henry IV and an opponent of Latfe-
mas, is said to have defingtely made bunself familiar with the later mercantilist
programme in a pamphlet whose tendency s evident in ats utle: Comme 'on
dotht permritre la liberté du transport de Uor et de Uargent hors du Repaunic, ete. (Paris
1602). I could not discorer such a pamphietin the Bibiiotheque naionale, and
since every particular given by Harsin corresponds with a paper wrtien by
Latfernas, whuh s appatently the one meant  [nonselt, thrs short, ewght-page
pamphlet is quite superficial.—1 have no closer knowledge of the conditions
in Tealy. But it is asserted {e.g. by G. Arias, “Lex ées &conomiques d Antonio
Serra”, Juumnal des Economstes 1.XXXI, 1922, 284) that Venice allo‘wcd the
free export of its cains as early as the beginmng of the 17th century, Iuls. more-
over, apparent that Mun in particular was deeply influenced by Ila!n?n con-
ditions, and as has already been noticed jn the previous chapter, an invesii-
gation of this connection would probably be warth while.



254 MERCANTILISM AS A MONETARY SYSTEM

economically leading countries, it became almost axiomatic that
the export of the precious metals $hould not be prevented through
prohibitions, but through the workings of the balance of trade.
The terrifying example of Spain, where the prohibition was
maintained on paper, was continually and with tiresome mono-
tony marshalled in illustration.

The arguments of the new and victorious tendency were
primarily two in number and were repeated again and
again,

In the first place it was believed that it was impossible to
enforce compliance with the prohibitions. Bodin had already
declared this in 1568, and roughly a hundred years later Petty
{1662) and Fortrey (1663), said the same ihing in practically the
same words. Locke {16g1) believed that prohibiting exports was
like “‘hedging in the cuckoo”, and even so vigorous an opponent
of export of bullion as Pollexfen (1697) admitted that the export
prohibitions on coin in England had probably had little effect,
considering that in Spain and Portugal the export went on
undisturbed as if no prohibitions existed, even though the
penalty was death.® In satisfying this consideration the new
English legislation of 1663 was not very satisfactory; for it was
no easier to safegnard coin than bullion agamnst being smuggled
out of the country. Pollexfen’s observation therefore rightly
applied precisely to the new and milder prescription.

The English statute of 1663 tonk note of the other consider-
ation, which Mun tried toillustrate with his analogy of the husband-
man who scatters good seed on the land that he may in due
course reap fourfold in golden harvests. It is found by experi-
ence,” runs the preamble to this section of the 1663 Act, “that
they are carried in greatest abundance {as to a Common Market)
to such places as give free liberty for exporting the same.” It
became an axiom of mercantilist doctrine that the country
would in no circumstances be able to keep more or less than the
balance of trade permitted, and that the only possible point of
attack was the balance of trade itself.

The importance of this changed attitude of mind towards
increased freedom of trade is obvious and cannot be over-
emphasized. Under the corrupt and ineffective administration
of the ancien régime, the states obviously lacked the necessary
weapons for preventing movements in the precious metals, in the

’.l"lodin (note 2 in ch. 2} unpag.—Petty, Treatise of Taxes ch. 6 {Econ.
Writings I 57).—Fortrey 33 (repr. g1).—Locke 24.—{Pollexfen}, Dise, of Trads,
Coyn and Paper Credit (see above 233) 9.
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way, for example, that this was effected successfully during the
first World War and is quite passible even in peace time today.

From the purely theoretical point of view, however, things
were difi'(?rcnt. The theoretical advance achieved by the later
mcrcant}hstsf—thc greater comprehension of economic phenomena
—-was, 1n this case, at least doubtful. It is Aot at all certain
that an export 'pmhibition of bullion, of course supposing it
to be effective, is unable 1o increase permanently the stock of
precious metals within a country. When denying it, the younger
mercantilists clung priquarily to the fact that the balance
of trade had to be equalized somewhere or other. From this
they concluded that the import or export surplus necessarily led
to a tramsference of as much precious metals as corresponded to
the balance. ““After all,” as Locke said, “if we are over balanc’d in
Trade, 1t {the precious metals] must go.” The possibility of an
adjustment by means of credit operations was lef. aside here,
though occasionally noticed at the time: it was expressed®
most cleatly by Locke himself. But apart from this, the funda-
mental wrak s of this argument was the fact that it did not
pay attention to the repercussions on the eguilibrium of the foreign
exchanges and thus indirectly on the balance of trade itself which
might result from effective hindrances 10 the movements of
the precious metals. It the argument is 1aken a step further, the
unhappy consequences of clinging to the conception that the
comnage parity represented the equihbrium of the foreign ex-
changes, even with effectiv e export prohibitions on gold and silver,
become manifest. Apart from movements of capital, an import
surplus of commadities In a country results in a srplus of the
countrv’s debts abroad in excess of 1ts claims on other  ountries.
Itthus causes a dislocation of the foreign exchanges which decreases
the foreign value of the domestic currency. If, now, this state of
affairs cannot be brought back into equilibrium by the outflow
of precious metals, the toreign 1aluation of the domestic currency
remains below the par of exchange. In consequence, the export of
goods is stimulated and the import of goeds discourcged. The
exporters, in other words, receive more native units of money for
every foreign unit, but the importers have to pav more native
units for every forcign unit. By this adjustment between 1mports
and exports, the balance of trade is cor ~cted without the «ans-
ference of precious metals. 1f the condstions persist, then the
foreign exchanges, i.c. the foreign valuation of domcs_.uc currency,
also keep so much below the par of exchange that this adjustment
remains.



256 MERCANTILISM AS A MONETARY SYSTEM

In principle, this is the same system as prevails in the absence
of restrictions on the movements of precious metals, though with
one very important practical difference. Where the precious
metals are free to move, the adjustment takes place through the
outflow of gold and silver from a country with an import surplus.
There follows a fall in prices in this country, which leads to a
stimulation of exports and a falling off of imports. Where pro-
hibitions on the export of precious metals are in force, the price
level in the country on the other hand remains unaffected, but
the same adjustment takes place ultimately through a movement
in the foreign exchanges. This movement in the foreign exchanges
leads to domestic goods being cheaper abroad, where the domestic
prices are unchanged, and contrariwise the prices of foreign
commodities rise in the country, where the prices abroad remain
unchanged. The goal can be arrived at therefore through an
adjustment in the foreign exchanges, i.c. more precious metals
scan be kept in circulation than were otherwise possible. In this
respect, the criticism of export prohibitions through the later
mercantilists was decidedly false—though it should not by any
means be assumed that the earlier mercantilists either had a clear
conception of these phenomena.

Where hindrances were placed on the movements of the
precious metals, the foreign exchanges had no necessary con-
nection at all with the metallic content of the coins. This may
already be seen in the fact that foreign claims on a certain number
of native units of money do not, in such a case, give the foreign
creditor a chance of receiving precious metals in return. It only
gives him as much purchasing power as i3 represented by the
monetary units in the country. But it is easily seen that this truth
was difficuit to recognize. The best illustration of this is, perhaps,
the fact that it was not clear cven to such critics of mercantilism
as Hume and Adam Smith. Adam Smith, in fact, regarded the
matter in this way, that if an increased quantity of the precious
metals were retained in the country, a rise in prices would ensue
and consequently the exports of the country would be discouraged
and foreign goods would be enabled to prevail in the domestic
market, He did not understand that the foreign exchanges would,
as aresult, bring about a lasting adjustment and once again bring
about a state ot equilibrium between imports and exports.®

1* See above, note 5. Hume Keays (note 12 in ch. 3): “Of maney’’ {ed.
Green & Grose I 311).—Adam Smith, Wealth of Nations, Bk. 4 ch. 5 (ed. Can-
nan 1Y 12 £).—Ricardo’s criticism, Principles of Pohitical Economy and Taxabion,
ch. 16 { Works and Cotrespondenze, ed. I Srafla, Cambr. 151, bazg L),
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And so if Hume and Adam Smith, the much abler theorists, went

astray on this point, it is not surprising that the mercantitists did
likewise.

The conception of the par of exchange as a norm for the
foreign exchanges could be mistaken, precisely in the monetary
systemn of that time, even if the international movements of the
precious metals between countries were not obstructed. Such a
situation would arise if the purchasing power of the coins was made
higher than the purchasing power of the precions metals contained
in them. This idea was of lile importance to contemporary
theory. It is only mentioned in passing at this juncture 1n oider not
to omit any factor of theoretical wterest which had some infiuence
on the actual monetary policy in spite of its insignificance with
regard to the economic outlook,

A rise in the purchasing power of the coins above th.: purchasing
power of their metal content 1s possible when a policy of restricteds
minting is pursued as, for rxample, with silver in the bi-metaliist
system of th. Latin Coinage Union after 1878, and in Sweden
with regard to gold in World War I. In principle this is no different
from the use of paper money since, in effect. coins virtually
become notes printed on metal. The conditions for this were
undoubtedly provided under mnercantilism, since the richt of
individuals to coin precious metals, the condition which would
prevent a rise 1 the value of coins above that of their metal
content, was at least not guaranteed. Thus it was possible for
rulers to create {or themselves a coinage with a purchasing power
above that of its metallic content. This would hav~ kept down
the domestic price level and in the lung run would have led
cetents paribus to an increase in the foreign valuation of the domestic
currency over the par of exchange. But no silver would have
been brought into the country as a result, for the higher purchas-
ing power held not for silver but for silver coins, which could not
be had for the amount of silver contained in them. How far the
governments of the time appreciated the possibility given here is
difficult to determine in the confused circumstances of the coinage.
But there can be no doubt that Gustay Vasa did something of this
kind during the latter part of his reign.

Another measure which had a similar -Hect was the chargm:q of
seigniorage. If the seigniorage exceeded the actual cost of minting,
those who had delivered the silver received a quantity of coin \_mth
a silver content less than that of the silver which they had given
up. The resulting coin had clearly a higher value than its siver
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content. But even if this measure was of little practical significance,
it demonstrates that the explanation of the mercantilists’ concep-
tion of money cannot primarily be found in the actual monetary
conditions of the time, but in quite other causes.'

The primary inwerest to mercantilism of what has been discussed
here is that, if the writers of the time had rightly understood it,
they would have seen the uselessness of aiming at a par pro pari,
when the actual equilibrium for the foreign exchanges was other
than the par of exchange. But after Malynes, the whole of this
consideration lost any interest that it had had. The points ex-
plained here were, moreover, useless to the mercantilists, for what
they wanted, an increase in the quantity of money in the country,
could not be achieved in that way. However, it rould be attained
through something quite different, and that, on the other hand,
is important, at least in theory,

Even without hindrances on the export of the precious metals,
it was possible to increase the native circulation of money, at least
to a limited extent, and to raise home prices; what is more, this
possibility was completely in line with mercantibist economic
policy, though not with its monetary policy. That the policy
which we have in mind had also a monetary essence was, as far
1 know, quite hidden to the mercantilists, It was the commercial
policy—hindrances on the import and the stimunlation of the export
of commodities—which must have contributed to raising home
prices. This must have raised the quantity of precious metal in
circulation within a.country under a purely metallic currency
and under conditions of mobility of the precivus metals. The
chain of cause and effect 15 as follows.

One-sided hindrances in international trade---in this case
hindrances on imports—effect a dislocation in the equilibrivm of
the foreign exchanges. With hindrances on imports it becomes no
longer so profitable to use foreign goods as it was before, while
the demand of other countries for the native goods in gencral
remains unchanged. Under a purely metallic standard this leads to
an influx of precious metals into the country with a consequent
rise in prices. As a result imports are stimulated afresh and (or)

" On Guatay Vasa: see Heckscher, Sveriges chon. Just. 1 gio fl---A
thearetical error in Lle first edition of Mereantilum has been corregted in this
edition. . Viner’s review in Eronomic History Review: V1, 1045, 108 - On the
monedary system in general, see, for example. the compitauon by E. Nubling,
Zur  Wahrungspeichichte des  Merkaatilzeitalters  (Ulm rgo3); (. Schmoller,
Grundriss der Allgemeinen Volkswirtschafislenre 11 (Lpz. 1904) 74, 83; sources in
Schanz (sec above, note 33, ctc.



THE EXCHANGE RELATIONSHIP ABROAD 259

exports are restricted, until the imports and the exports are once
again equilibrated, But this result—equilibrium of the foreign
exchanges—is attained on the basis of a larger quantity of money
and a higher domestic price level in the protected country in
comparison with the previous situation and in contrast with other
rountr.ies. The forcign exchanges thus remain unaltered although
the price level _has risen and the quantity of money is, as a result
of the import hindrances (or export premiums, or both), increased.
This is due to the fact that as a consequence of these measures
it is less worth the while qf merchants in the country to buy goods
from abroad or, conversely, it is more profitable for foreigners to
buy native goods than it was before. For this reason, the former
have less use for claims on other countries, and the latter greater
use for claims in the country in question than is indicated on the
basis of the domestic purchasing power in both countries.1?

This state of affairs represents the “cunning of reason™, or if
you will, of absurdity; for it shows that without being aware of®
it, the mercantilists worked towards a goal by the aid of their
commercial pelicy ~which their monetary policy was intended, but
unable, to attain. However, as pointed out in the introductory
chapter of this part, this procedure was almost certainly of very
limited practical scope, not because it is difficult to influence
moncy and prices in this way, but because all countries acted in
a like manner, and the quantity of money could not be increased
for all of them together so long as a purely metallic standard was
maintained. If paper money mercantilism had been triumphant,
this result might have become important. But in any case the
situation does not diminish in interest with regard to mercantilism,
for, on the whole, the importance of mercantilism lay meve in its
self-imposed tasks than in its accomplishments, Merca«.tilism’s
desires harmonized better with the goal it set itself, the increase
in the quantity of money in the country, than free trade theorists
have generally admitted and than the mercantilists themselves
recognized. Whether their striving after an increase in the quantity
of money had any point at all is a totally different question.

4. THE CONVENTIONAL NATURE OF MONEY

The real essence of mercantilism as a monetary system may ~hus
be taken as clarified. The conception of th. mercantilists may be
explained without any great difficulty as an attempt to find a way
through the general tangle of monetary policy.
11 See above 178 £, and ch. 1, note 3.
Vaoru 11 17
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In conclusion, however, we must point out that the mercantilists
themselves were in no way awafe that they idolized money and
the precious metals. On the contrary they often explicitly empha-
sized their consciousness of the conventional nature of money and
its limited function, even to such a degree that it must be regarded
as their general opinion. Almost everything that they stated on
the matter had age-old roots reaching back to Aristotle and the
schoolmen, but what is important is that they held fast to it.
Several examples finally may serve to illustrate this aspect of their
outlook.

In the above-mentioned speech made in the English House of
Commons in 1529 it was stated, indeed, that in itsclf there was
nothing against a leather currency to supply requirements within
the country. Shortly after, the advocates of coinage depreciation
in Saxony pointed cut that it was much caster to discover a remedy
for a surplus of money than for the prevailing money scarcity;
fin this they did not want to prejudice the issue so as to suggest that
there could not be too much money. Once again, a few decades
later, Hales, through the mouth of one of the characters in his
dialogue, repeated that it was a matter of indifference what kind
of money was current in the country, even if it were leather, The
person through whom the author himself speaks did, 1t 1s true, deny
this without further reason given, but he admitted that ‘“‘Men
commonly say so”.

In the 17th century the view assumed more definite shape.
Montchrétien’s emphatic stress on the importance of goods has
already been illustratéd, and similar English utterances on the
point have been reproduced {v.s. 18gf.). Petty also reckoned
with the possibility of too much money. He identified himself
with the conception that the proper measure of value should be
the two “natural’ elements, land and labour (1662). The funda-
mental anti-money attitude of Becher has been illustrated above
in detail. Even mercantilists who manifested complete approval of
the existing social order expressed similar sentiments on this point.
Thus the author of The Use and Abuses of Money (1671), a con-
temporary of Becher's with inflationist tendencies, declared that
so far from money being the summum bonum, the greed for it was
in fact the summum malum. Davenant ascribed the decline of the
human race to commerce. As usual ene finds in him a recapitu-
lation of all that had been said on this matter previously: the
conventional nature of money simply as “counters’’—the same
picture as Locke used a few years before (0.5, 225 () ; the possibility
of having too large a quantity of precious metals—Petty’s view;
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and the greatimportance of other objects of wealth besides money.
Schrotter, the Austrian mercantiist, though he took his stand on
the fofmula that the wealth of a country was to be judged by its
quantity of moncy, gave as his only reason for this simply that
gold and silver by general consent were ““the universal price of
all things”, and not that they were valuable in themsclves. The
examples could be supplemented and prolonged further. 13
Mercanttlism as a monetary system is thus not 1o be explained
as a conscious 1dolatry of money The vital point 1n it i the field
of the rational was the concept of the function of money and the
precious metals in socicty and for the development of economic
life which it intended, 1e (1) as capital and 1ncome, (2) in
circulation and (3) 1n international exchange How this arose we
have endeavoured to deronstrate 1n the foregoing exposition.
At the same time 1t is not to be denied that unconscious ideas
contributed to this view with regard to money and the precious
metals and their function, and that such unconscious elements,
provided a halo of significance to the terms gold, siver, and

money, whr~h is not exhausted by the functions consciously
ascribed to them

13 Drer Mugnbrifen note 2 inch 14 b3 {Hales], Discourse of the ©ommon
Weal 33 — Petty, Treative of Faves,ch 4 (Leon Wiitngs ¥ 44y —U'se and Abuses of
Uiaer 5 Davenant, Drceurses 11 th, b2 210l te —-Schrotier, ¢ch 2g § 3,
3t %1 (st ed by b81Y Haran, bo, quotes particularly well formulated
expressions of this argument, alter § de Grament Le demeer 1090l {Pans 1620},
a pamphht nonced belose in these pages 111 also evidem that Gramaont 1s
an unusually clear advocate of the subjective ralue theory, eg from the
foltowing passages  1'or n'est que fe signe et Uinstiument usuel pour la
[ ta saleur] medre on pratoque, mas la veaw estime dlieet o choses] tre
sa source Jdu jugement humasn ot de cetie faculte gu'on nomme -+ mative
jo dis qur les hommes «sument les choses ou pour Uutilite, ou pour le plasir,
ou pour la rarié dlwelles”™ (g76) Cf B A ] Johnson. * The Mercannlist
Concept of *ArC and  Ingemous Labour’ ™ (Economn Histors, Supplement 1o
the Economic Fourna! 11 1931, 2401



APPENDIX
MERCANTILIST LITERATURE IN MODERN WORKS

The treatment of mercantilist literature has not been the strong point
of modern works ofi mercantilism. The reason for this is that economists
with a theoretical training have paid little attention to the history of
mercantilism. Nevertheless, in so rich a literary output as that on
mercantilism, there are naturally treatises illustrating points within
the literature; moreover, numerous works give long, conmnected
extracts from different parts of the contemporary literature. In the
following, however, 1 omit both those works dealing with economic
history or mercantilism as a whole, as well as treatises on the history
of economic thought or economics as a whole. With the exception
perhaps of the great work of Sombart, none of these authors has, to
my knowledge, anything vital to offer for our purpose.
Considering its importance, Fnglish mercantilist literature hag
“been given comparatively scant treatment. Until fairly recently,
there has been no single wark on its general develepment which is of
mare than historiographic interest. From that point of view, however,
Wilhelm Roscher's short essay written as early as (851-52 must be
mentioned: Jur Geschichie  der  englischen  Volkswirtschafiulehre  1m
sechzehnten und  siebzehnlen  Jahrhundert (Abhandl, d. Sdchsischen
Gesellschaft der Wissenschaften 1T}, A later, but also very summary,
picce of writing is Hjalmar Schacht's thesis: Der theoretische Gehalt des
englischen Merkanttlismus (Kiel tgool. The situation has recently
improved somewhat and E. A, I. Johnson's Predecessars of Adam Smuth
(N.Y. 1g37) ought to he meantioned. This work gives an incisive
treatment of ten authors, each handlied separately, and a discussion of
some common problems. M. Beer, Early Britisq Econoruies (Lond, 193l
does not impress me as being equally valuable. Itis, to be sure, rich in
original ideas although his viewpeint is normally that of the
materialistic interpretation of history; and gives evidence of a2 wide
reading and learning, his views impress me, however, as having been
developed with inadequate care.
In comparison, German mercantilist literature has heen subjected to
a much more comprehensive treatment. For open-mindedness and
thoroughness, nc work can compare with Roscher’s Geschichte der
National-Oekonomtk in Deutschiand {Geschichte der Wissenschaften in
Deutschland, Neuere Zeit, X1V, Munich, 1874}, though both in
systematic  arrang~ment and in  consistency the author Jeaves
much to be desired. In the present century cunsiderable interest has
heen reawakened in the German Cameralists, the auvthors of those
compendious works devited to the art of government, above all to the
art of increasing the revenues of the prince. It was precisely the fact
that the Cameralists did not isolate econnmic phenomena that led
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an American s::)ciolog?st, AlbiOH W. Smail, to take particular interest
in them. The title of his book indicates the point of view from which he
regarded them: Thke Cameralists, The Pionzers of German Social Polity
(Chicago 1909). Shortly afierward, a Danish author, Axel Nielsen

published Dic Enistehung der deutschen Kameralwissenschafi im r 7j
]aﬁrhundeﬂ_{_]ena 1911). This work undertakes tha particular task of
demonstrating th‘c dependence of the Cameralists on Aristotle., There
follow two _d.etallcd German works with copious quotations from
rc]r:vztnt writings: I?urt Zielenziger, Die alten deulschen Kameralisten
(Beitrige zur (:f‘schlc‘htc der National-tkonomie, ed. Karl Diehl I1,
Jena :914}_, and Louise Sommer, Dir osterreichischen Kameralisten in
dogmengeschichthcher Darstellung (Studien zur Sozial-, Wirtschafts- und
Verwaltungsgeschichte, ed. Carl Grinbere XII-XI1I1, Vienna 1920,
1925). These two works also discuss in detail the rea) meaning of the
term mercantilist or Cameralist. It seems to me impossible to give a
single answer to the guestion, for it must surely be clear from the
outset that such expressions are simply instrumental ~oncepts with
which one attempts to obtain a better grasp of the facts, and they can,
be differently delimited according to the purpose in question. Finaily,
for one Carmeralist there is also 2 modern monograph: Heinrich Ritter
von Scbik, Wilkelm von Schrader, (1n the Sitzungsherichte der Akad. d.
Wise. in Wien, CLXIV 1. 1010}, With the exception of Schritter
{or Schroder’ and his two immediate forerunners, Becher and
Héarnigk (Hormgk, Horneck:, the German Cameralists, however,
were imbued with a spinit of their own, It general character, they
had littie in commet: with the writers of western Furope, who lived in
a world of private commerce. shipping and credit and were immersed
in it, however much thev mayv have failed to grasp its more profound
significance. To force these two groups of authors into the same
category is to obscure the facts. Further, it must be sood from the
print of view of general European history ot ideas, that « ‘ameralism
went underground. onlv to reapprar to some extent in the reaction
against laussez-fatre toward the end of the rath century, and even more
strongly later en. On the development before lasser-farre, the
Cameralists had ne great influence, and their mfluence on the
development of cconomic thought was perhaps even less, From the
point of view of the present work, therefore, there has been little
reason tn deal with them to any great extent. Had the intevest beenin
studying the historical roots of National Socialism, for example. the
situation would bave been different.

For another reason, the literature of the Netherlands takes a
subordinate position in the treatment of mercantilism, The ideas
contained in what we have called mercanuiism played a minor part
in that Utopia of economic politicians and authors of the I?th_ century.
It may be presumed that this was due to the lack of consolidation c:f
state power compared to mmast other states, but perhaps the country's
merchants were all too successful to have felt a need for the support
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offered by mercantilist policy, Among modern treatises, I shall
therefore confine myself to the fnost accessible of them, a well-
documented work with apt and pointed conclusions: Etienne
Laspeyres, Geschichts der  volkswirthschaftlichen  Anschauungen  der
Niederlinder und shrer Literatur zur Jeit der Republik (Preisschriften der
Jablonowskischen «Gesellschaft X1, Lpz. 1863). With regard to the
Falian literature, there is a series of monographs, but they are
highly speciafized and in general have not been available to me,
From the middle of the 18th century enward, in addition to the
English writings there appeared certain Frenck works which exercised
an equally important influence on the dévelopment of ideas. As a
result, attention was also directed to the earlter French authors. But
untii the end o( the 17th or the beginning of the t8th century, economie
discussion occurred only sporadically in French writings; works which
have recently been brought forward as literary contributions to
economic discussions of the 17th century in France consist mostly of
memoranda on limited questions the influence of which could hardly
Diave been great. The economic content of this contemporary French
literature 1s usually meagre. By comparison, the utterances of
statesmnen in general and Colbert in particular are infinttely more
important, and from the paint of view of the development of ideas,
more significant than those of any other practical politician, It is true
that in the latter part of the 1eign of Louis XIV economic necessily
and ditficuliies evoked a series of noteworthy pamphlets. primarily
those of Boisguitlebert and Vauban, The former, however, should
clearly be grouped with the precursors of the Physiocrats, the latter
was concerned primarily with taxation problems which gave him Iittle
opportunity to go into ordinarv mercantilist questions. On the other
hand, tn the first half of the (Bth century. there arose in France a
discussion which has with wood reason heen deseribed as ‘reform-
mercanulist”. 11is true that 1t contains no essentially new features, and
it was not until the Physincrats that econnmic thought received any
realiy original contiibutions from France. 1 shall therefore be content
to mention here oaly two modern treatises on French mercantilist
literature;  Fritz Kart Mann, Der Marschall Vauban  und  die
Volkswrrtschaflslehre des Merkantilismus Munich & Lpe. 19143, which is
extreme in denying to mercantilism the character of a theory or
system; and Paul Harsin, Les doctrines monbtarres et financrérés en France du
AVlie au XVIile necle (Paris 1g28;, of particular valne because of its
rich documentatinon, but suffering from a tendency to draw far too
broad conclusions fram the accasional utterances of authors wha were
considered unimportant both by their contemporaries and hy earlier
modern writers as well. {Strictly speaking this book relates to the

following section.) _
So far we have considered works on the mercantilist literatre of

individual countries, hut in addition there are studies of another type:
those which aim (o show how particular economic problems were
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treated by conterporary authors, The more Important contributions
are often to be lound in warks of this kind, Here the work of Arner‘-
ican scholars, stimulated by the Ametican interest in economic theory
has been prominent, above ajl the book by Fdgar S. Furniss, The
Position of the Laborer n a System of Netionalism, A Study of the )Lgbgr
Thearies of the Later Enghsh Mercantuitdy i Har, Schaffner and Marx
Prize Essavs, XXX, Boston & N.Y. 1g20;. :\llhm{qh this book draws
its material from mercantilist terature and s conhned 1o one D.arti(:-
ular aspect, the aathor shows o keen an eve for what i vital, and
is so litde inclined to he enher apologeue or contentious, that it must

he regar(:icd ih Ullf"llf thg best works poblhishied so tar on a special
aspeet of mercantiliom,

265,

The rematning works i1 ths gronp may be enumerated guite briefly-

From the point of view of economic (hrory, the connection between
the monetary system and fureign trade tmust 1eceve primary mention.
Tt 1s precisely this connection which is the subject of a more recently
published weatise: James W. Angell, fte Theory of Fternational Prices;
History, Criticism, and Restatrment Yarvard Economic Studees, XXVIII,
Cambr. Mass. 192b). ‘the brief observadons made in the treatise
with regard to mercantilist doctiine do not, however, penctrate (o
the core of we problem. As for the sphere of the actual monetary
system, there 1s also a somewhat earlier weatise: Arthur Eli Monroe,
Monetary Theory before Adam Stk same collection, XXV, Cambr.
Mass. 1923,. Great attention is paid there © mercantibist hierature,
but the mechanical divmon of the subyect does not bring out properly
what s specifically mercantlist in the main part of the exposition.
Perhiaps that was nat ac all the intention of the author. Also the brief
sutvey of mercantilist monetary theory which is given i the con-
clusion cannot compensate for this defect.-- An important element
in the mercantilist docnne of monetary policy is treated by J. V.
Tallgvist in a work called Merdantilistiske Panksedelteonier  Acta Aca-
demiae Aboensis, Helsinufors 1920;. To my knowledge, this is the
first place in which the inHationism of that period is directly connected
with the monetary ideas of mercantilism; and that is a great advance.
On the other band 1ts analysis and criticism <uffer by reason of the
fact that the problem is not teated economically from the point of
view of monetary theory. ‘1he author limits himself to the problem of
whether bank notes can circulate without cover or the obligation to
redeem them. The effeet of the sutput of paper money on the value qf
motiey and on the economic system in general on the other hand 13
not dealt with or, at least, notgiven prominence. As a tesult the strength
and weakness of the mercantilist discussions are not brought out as
well as they could have been. Another cen /1l part of the mc;cantxhst
theory, the theory of the balance of trade, was made the subject of a
special picce of research at quite an early date, narflcly in a small
book, not without merit for its time although unﬁmshed:_Edmun_d
Freiherr von Heyking, Jur Geschuchic der fiandelsbilanztheorie (Berlin
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1880); the subject was taken up later by a Finnish economist, Bruno
Suviranta: The Theory of the Balance of Trade in England; a Study in
Mercantitism (Helsinki 1923), The treatment in this latter work
contains much that is stimulating, but if it attempis to rehabilitate
mercantilism by referring to the specific monetary conditions of the
17th century, the agtempt is doomed o founder on the chronology. The
fundamental conception of mercantilism was, in fact, already present
in the Middle Ages, and its evolution into a balance of trade theory
dates back at least to the middie of the 16th century, thatisto the time
before the great increase in the world’s quantity of money, the cessation
of which is used by the author to explain the endeavours to increase the
nation’s stock of precious metajs. I hardly need to repeat here how
valuable I consider Viner's work on the mercantilist theory of inter-
national trade to be; see ch. t note 7, 184 above. Finally, it should be
menttoned that E. A. ]. Johnson, ap. cit., part 3, presents what he calls
a primitive theory of production before Adam Smith. {Incidentaily, it
seems to me that in doing so he denies his own statement that the use
(Of the term mercantilisn or any other common designation for the
economic doctrines of the time is unsuitable. It would not be difficult
to present an equally unified formulation for many other aspects of
economic thought as well as the one he has chosen.)
I must confine myself to these brief references. many ol the works
cited here contain further references in adequate measure.



PART V

MERCANTILISM AS A CONCEPTION OF
SOCIETY
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THE CONCORD BETWEEN MERCANTILISM AND
LAISSEZ-FAIRE

The doctrine of mercantilism is not exhausted in a description
of its economic content in the narrower sense of the term, such as
was attempted in the twy foregoing parts of the present work. In
other words in its conception of the proper economic policy to be
pm:sued, mercantilism was also dominated by certain typical
social ideas : by the conception ot how society as a whole or man
as a social animal was created, and how thercfore he must be
treated. This aspect also should therefore be investigated if we
are to understand why mercantilism became what it did. This is
the last task of our exposition of mercantilism. Even this pre-
liminary definition of our task shows that no attempt will be made
at a treatnient of the philosophy of the state or conception of
society prevalent at that time. Only as much of this outlook of
the time must be treated as is necessary to deduce from it an
explanation with regard to economic policy and the conception
of it.

The specific economic doctrine and the general sociological
theory harmonized in this point, that by way of contrast with
the concepts of carlier ages they represented something new and,
moreover, they were largely conceived to be so. The mercantilists
always aligned themselves with the reformers; Comscious con-
servatism was foreign to them, however much in nractice they
capitulated to the hardy vitality of medieval municipal policy.
An author so entirely lacking in modern characteriztics as Malynes
was ahle to assert proudly that his favourite doctrine, that the
foreign exchanges dominate gold and commodities, had never
been clearly perceived by the great classical forerunners, Aristotle,
Seneca and Cicero, “who were but in the infancy of Trade™.
His opponent Mun, who took his stand on the formula that the
export of precious metals was a means for increasing the “treasure”
of a country, asserted that that was *so contrary to the common
opinion, that it will require many and strong arguments to prove
it before it can be accepted of the Multitude, who bitterly cxcle}lm
when they see any monies carried out of the Realm”. Similar
utterances on the part of Petty, Davenant and others are to be
found in sufficient number. Theoretical mercantilism really
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attempted to break new ground all along the line and moreover
it was conscious of the fact.!

Nevertheless there was an essential distinction between the
economic and the general social doctrines in mercantilism, which
becomes apparent precisely when the question arises of its relations
to the foregoing ahd subsequent phases of development.

In many respects the economic doctrine of mercantilism was
mercly a first attempt to bring logical order into the confused
jumble of phenomena. There are few spheres in which the
ancients contributed so little significant thought as the economic;
and as for the Middle Ages, in the main they lay in the shadow of
Aristotle. It could not therefore be expected that mercantilist
economic beliefs should be anything but primitive. It followed,
again, that they necessarily stood opposed on vital points with a
later more penetrating conception. And in fact this was so.
In purely economic matters the contrast between mercantilism
und laissez-faire was fundamental. If this contrast had many
causes, one of them, if not the most important of them, was the
fact that only gradually did men learn to penctrate the dark
arcana of economic relationships. The literature of the end of the
17th and the beginning of the 18th century, as we have learnt in
the foregoing, demonstrates quite clearly the progressive meta-
morphosis in the fundamental outlook of mercantilism, consequent
quite simply on the fact that only gradually did the human
intellect master its economic problems, and thus in many respects
the development was determined from within, by a develution of
the ideas as such. In’ the immediately following period came
the final irruption of this metamorphosis, namely the rise of a
science of economics.

in modern treatments of this problem the cause of this change
is usually sought in other spheres, that is in ¢xternal circum-
stances and their reaction on the economic ideals and the aims of
human beings. That this also played a great part almost goes
without saying; here as throughout we are dealing with an
extremely complicated interplay of the most varied intellectual
and matenal forces. Nevertheless, it may certainly be said that
the so to speak autonomous development of the purelv economic
doctrines, the struggle of the mercantilists with the logical con-
sequences of their premises, has usually becn underestimated in
modern treatises. The proof of this lies largely in the general

i Malynes, Lex Mercatoria, Part ¢ ch. to (15t ¢d, 416).—Mun, Englond’s
Treasure by Forraign Trade ch. 4 (ed. Ashiey 1g).—Davenant, Ersay upon . . .
Methods of Making . . . Gainers in the Ballance of Trade (15t ed. go).—Pertty, Pol.
Arithm. ch, 10 (Econ, Writings, ed. Hull, I 313).
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conception of society on the part of mercantilists. For had the
change come f’r(_)m W“l'_‘o‘it, R all probability it would have
reached _economic clo<_:tr1ne via a corresponding change in the
general lnfellectua.l climate or Weltanschauung. However, a study
of the social startmg—pto_ints of economic ideas shows that the
change _f'rorn mercantilism to liberalism wis not primarily a
change in the general conception of society.

In fact it shows Ehat the mercantilist conceplion of society was
not of the same pn.mitive nature as the economic theory specific
to it. The explanation is obvious: the mercantilist conception of
society was able to bulld on the intellectual achievement of
several thousand years, It follows, further, that mercantilism as a
conception of socicty was by no raeans so different from laissez-
JSatre in the same regard as was the case within the economic
sphere; in the first-named field they had a much longer common
history to build upon than in the second. It is even possible to go
farther and affirm that on many points both mercantilism and,
latssez-faire were based on one and the same conception with regard
to man z. ? sacial animal, and that both had the same view of
what the proper method of treatment of this animal must be. As
for the general conception of society, a sharp division obtains
between the Middle Ages and the following period, and another
division not so sharp between laissez-faire and the conservative
or historico-romantic conception of soctety; on the other hand
there is no real dividing line between mercantilism and laissez-
Jaire in this field. That this was so in the actual philosophy or
theory of the state can hardly cver have been doubtful. The
doctrine of natural right, the main lines of which were laid down in
the last few ccnturies of the Middle Ages, and wh'ch came to
full flower in the 16th century, dominated speculative sentiment
until the advent of the historical spirit at the beginning of the
1gth century. And this generalization applies not only to this
limited sphere, but also to the general social orientation. The con-
cept of man in society remained the same in many vital points.
This gave mercanttlism and laissez-faire common features even in
connections other than, specifically, the philosophy of the state.
Particularly typical and wel known are the threads binding
Hobbes, the most acute philosopher of the school of natural
rights, but the theorist of absolute government, on the one hanfi,
to the English utilitarians, Bentham, james Mill, and John Austin
on the other.?

! See, e.g., ). Bonar, Phiosophy and Polttical Economy in Some of Thas Historwal
Relations (Lond. 18g3) 85; L. Stephen, The Engitsh Ultilitarians (Lond. igoo} I
qo2 f., IT 96 T, I11 321, 325; F. Meinecke, Drz Ides der Staatsrdson in der neveren
Geschichte (Munch. & Berl., 1924} 267 ff.



278 MERCANTILISM AS A CONCEPTION OF SOCIETY

What cries out for explanation in this situation is not the agree-
ment itself, for that is to be expected. What is contradictory is
merely the fact of the identity of the general conception of society
in mercantilism and in latssez-faire existing side by side with
vital differences in the economic doctrines. How could a social
philosophy commen to mercantilism and laissez-faire go together
with an economic system which in mercantilism was as far apart
from that in laissez-fatre as are the antipodes? It is this question
which we shall endeavour to elucidate in this part, after the
mercantilist conception of society has been adumbrated in its
most typical features.



11

THE NATURE OF THE MERCANTILIST CONCEPTION
Or SOCIETY

1. FREEDOM AND TRADFE

Pcculiar as it may appear, mercantilism in fact, and even more
in the eyes of its rcp}“es-ntati\r‘(-s_ was dirccted towards liberty,
and on account r?f lts general economic tendency primarily
toward economic liberty,

In the first place this made itself felt in the purely practical
sp_hm‘(' _IL was a natural corollary of mercantilism in its capacity
of a unifying agent. Since we are concerned here with the tasks
which mercantilism imposed on itself, we may ove.look the fact
that it had little success in its work as an agent of unification. It*
is obvious that the endeavours to attain economic unity within the
state woula, 1 effective, have resulted in greater frecdom of
cconomic life within the state. Domestic tolls, local privileges,
and inequalities in the system of coinage, weights and measures,
the absence of unity in legislation, administration and taxation,
it was against these that the mercanti'ist statesmen struggled.
They therefore opposed everything that bound down economic
life to a particular place and obstructed trade within the bound-
aries of the state. Here again, they defended a revolutionary
principle ; the revolution would, if it had been successful, have
abolished a host of hindrances to economic Iiberty O this point,
the description of the industrial code and its dev~lopment in
England (in the 6th chapter of the first part) has, in particular,
given many itlustrations.

At the same time, our concern here is with efforts which did
not postilate economic freedom as their theoretical starting-point,
but which did indircctly tend in the same direction, inso far as they
had any effect at all. The aim was the superiority of the state over
all other forces within a country. Butin actual fact, the theoretical
striving after liberty on the part of the mercantilists went ever
so much further. It was consciously grounded in a theoretical
conception of the utility of freedom, a 4 was therefore miade, at
least in principle, to apply even beyond the boundaries of the
state. A great host of illustrations may be adduced in proof of this.
The actual notions of the mercantilists do not tally with the
idea usually held with regard to them, and their ideas are even so
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contradictory among themselves that it appears suitable to
document them in detail before entering upon explanations.

If the fact was altogether too obvious to overlook that the
mercantilists arrayed themselves on the side of liberty, this has
usually been explained as an effect of Dutch influence. The
explanation was obvious in so far as Holland was on the whole
the model country to which the mcrcantilists referred at every
turn, but precisely for this reason the explanation is unsatisfactory;
for il #t held, mercantilism would have consisted throughout in
an imitation of the Dutch, which was very far from being the case.
The best evidence for the central positivn of the belief in liberty
in mercantilist ideolegy is to be found in its most prominent
practical representative and statesman, who did not by any means
choose the Dutch in particular for his schoolmaster.

Therc are very few slogans of such frequent recurrence in the
voluminous correspondence of Colbert as the phrase “Liberty
is the soul of trade”™ {la liberté est P'dme du commerce) ; and it is to be
found also under many variations. Sometimes he said that trade
had to be “utterly free’” (extrémement libre), that it was “the result
of the free will of man”, that “commerce consists universally in
the liberty of all men to buy and sell”’. In another place he wrote
“His Majesty has long been aware on account of his great
experience that liberty is the soul of trade and desires that
merchants should have complete freedom to do as they wish, that
they may be induced to bring hither their food-stuffs and merchan-
dise which they believe they can sell in the most rapid and most
secure manner’”’. This was by no means merely a phrase. In fact
Colbert never tired of reminding his intendants within the country
and his governors in the colonies, or even of threatening them with
force. if they seemed to him to be placing obstacles in the way of
trade. A typical example is one of his letters of the year 1671 to
an itinerant intendant. The latter had drawn up and forwarded
two ordinances. Colbert replied and wrote that if he sent him
such ordinances again, the King (i.e. Colbert) would be compelied
to dismiss him: “For ten long years His Majesty has worked to
create complete freedom of trade in his realm, has opened his
ports to all peoples that trade may be increased, and in these
ordinances (of the intendant) there is not a word that is not calcu-
lated to fetter this liberty of trade which is the soul of commerce
and without which it could not exist. The object of your mission
18 to increase this liberty,”’1

On this point, Colbert distinguished himself from other mercan-

i Lottres de Colbert 11 473, 477, 632, 681, 111 u 584,
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tilists only in his tendency to formulate his views in more theore-
tical terms. Similar examples areto be found in atmost all others.
Laffernas, one of the oldest mercantilist writers in France, called
one of his pamphlets Les discours d’une liberté générale (1601). In
connection with the assembly of the French Estates General in
the year 1614—the last one before 178g—the thixd estate declared,
starting frgm_colonial trade, that with reference to all branches
of economic life, “Commerce, trade and manufacturers, ought to
be made free for all things and for all places.” In England Sir
Edward Coke, the “Father of the Common Law”, observed
at roughly the same timé (1621), “Freedom of trade is the life
of trade.” Axel Oxenstierna, the Swedish Chancellor, who
became the virtual ruler of his country after the death of Gustavus
Adolphus, wrote in 1633 that “trade has been diminished, as it
always loves freedom”. Five years later [1638), the Swedish
Government wrote to the city magistrates at higa, “‘Since
commerce is of such a character and faculty that where it shall ¢
be made to flourish and take its proper course, this must oceur
through liberty and the prevention of everything that might
obstruct its course.”” Two Danish customs laws of the end of the
century (1683, 1686} state that they were drawn up “with
particular regard to the free and untrammelled course of wrade™.
Becher said, “So should one also allow commerce 1ts free course’”
(1667). Il other words, liberty as w condition of trade was an
axiom which belonged to the international phrascclogy ol
mercantilism.

If it happened that a mercantilist ditfered from this opimon,
his observations usually show that he was awarc of bis con-
travention of the generally prevailing view. Thus for « vample, de
Villencuve, the French Ambassador at the Supreme Porte
(1728/41), expressed himsell against ‘“‘this phantom whi hois
called the liberty of trade”—nowadays one would hardly eapect
to find the phantom at all in mercantilism. Ramnrdiehtn Hille.
an influential co-worker of Frederick Witliam 1 of Prussia and the
instructor of Frederick the Great in matters of ceenuialc policy,
declared that, in contrast with his monarch, who repeated the
Colbertian phrases, he held the “yeual tale” that trade must be
free to be incorrect, or at least not correct in all circumstances
{universellement).?

t Biats généraux de 1614: extract in G. Picot, Hutewe des ctuls PRITE |
1V {Paris 1872) 128.—8ir Edw. Coke: Proceedings and l)«b:\‘m.s 1621 . quet.
Campbell, Liwes of the Chuf Fustices of England ! 313.—5\\'_r(hsh itance st
Axel Oxemtiernas skrifter och brefeevling first part T 484: Register ot outf.'iomg

Yy 1l »
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It goes without saying that the conception of freedom of trade
should not be taken in its modern context; but just as false as this
assumption would be is the idea that it was pointless. The slogan
of freedom of trade was employed—and not only by Colbert—
as an argument for or against definite measures. The fact that it
could occupy suth a position in economic discussions shows that
certain weight was placed upon it.

Freedom of commerce included as a rule also [reedom in the
exercise of any other trade, according to verbal usage '‘commerce”
{just as “‘trade”) being taken quite gencrally as a collective
definition of all industrial activity. Ihi the sphere of industrial
production there was in addition the attitude to monopolies,
which has been treated in sufhcient deiail above in conneclion
with the English industrial code. Even on' the continent the free
exercise of a trade was, in principle, regarded as theoretically
correct. But it could hardly have any practical application on
account of the impossibility of abolishing the medieval regulation
of trade, and also as a consequence of other new ideals besides
that of liberty. The situation here was reminiscent of that resolu-
tion of the French national convention during the Revolution
which aimed at abolishing the death penalty, hut was made, so
to speak, in the shadow of the guillotine, 1n other words on the
assumption that an cntirely new situation would arise to make
the realization of this decision possible. But in Colbert’s case,
his theoretical attitnde was not cntirely without effect on the
actual situation in which he found himself. A well-known utterance
of his demonstrates sutficiently what principles guided him in
the matter {1670). “You may be comvinced,” he said, “that |
shall never hesitate to withdraw all privileges 1f T see in it a
greater or even just as great an advantage.” And again, “It will
canse great difficulty to obtain exclusive privileges for all manu-
factures already in existence in the country, and they (the privi-
leges) will only be maintained for such as arc entirely unknown.”?
Here Colbert adopted the same attitude as was expressed, in its
best known terms, in the English Statute of Monopolies (1623/24),
which is still the basis of modern patent legislation.

To this attitude several different factors contributed,

fevters, 17 April 1h38 (Swedish Royal Archives) respectively.—Denmark:
after Birck, Told og Accise 50 -Becher, Politische Ducwrs, Part 3 ch. 1 {1673
ed. 263;.-~Villeneuve : quot. Masson, Hust. du comm. frang. dans le Levant gu 18
sidele 15.—Hilie, cte.: guot. W. Naudé, “Dier meckantilist. Wirtschafispolitrk
Friedrich Wilheims 1., ete, (Fist. Jmtschr. XC, 1g02, 15, 29, cf. 14-40).

¥ Lettres de Colbert 11 694 1.
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On the one hand it should not be overlooked what was pointed
out in connection with the antiynonopoly attitude in England,
that even the medieval tradition was sympathetic to a certain
sort of freedom. The medieval influence was thus not without
importance to the notion of cconomic liberty under mercantilism,
thus, for example, the previously quoted Discowrse of Corporations
with its extreme anti-monopolist tendency preserves clear traces
of its intellectual medieval origin cven towards the end of the
1580’s. Its tendency was purely that of the policy of provision;
tt regarded the primary disadvantage of monopoly as “a cause of
all dearth and scarcity ik the Common wealth” and as being
opposed to the nature of society and its development in cities,
whose aim was *‘to live in plenty and cheapness’”.* Here one may
percetve a tendency towards economic liberty that was never
entirely broken off and thercfore connected medieval and larssez-
Satre ideals. In as far as in mercantilism we are onl dealing with
the background of opinion which expressed itself in traditional
formulae, the heritage of the Middle Ages is certainly a partial
explanaiic:r .7 the strivings towards cconomic liberty.

On the other hand this does not provide an cssential explanation
for that enthusiasm for iberty which influenced economic realities ;
and tor this other origins must be sought.

An imiportant cause lay undoubtedly in the general intellectual
development which has usually been derived from the Renaissance
—a conclusion that is not affected by the lively discussions to-day
on the nature and the first begianings of the Renaissance. In
philosophy we may refer first and foremost to Spinoza and
Hobbes, both of whom iried to characterize absrlutism as a
means for the realization of the intedectual freciam of the
indinndual.® But it cannot be over-emphasized that t.ese factors
had only a very indirect bearing on mercantilism and on the
mercantilists. The most immediate urge for them was still of an
economic nature, and it is not difficult to establish in this case
wherein their motive consisted.

The decisive factor was the belief in the blessings of frade, and
the importance of trade for all the objectives which mercantilism
pursued, not least the interest in power. This side of mercantilism

4 Pr.1n Tudor Econ. Docs. 111 266.—Cf. above, [ 274 1., 11 g4 1L

* See, ¢ g., Meinecke, Idee der Staatsrason 277, of. 264, 268.—~The new concep-
tion of the Renaissance 13 represented in Ge:  any by Burdach and others,
and has obtained a gifted,though somew hat one-sided, representative in Sweden

who has marshalled many new points wn 1ts favour, in a beck of which a
¥rench edition has now appeared, J. Nordstrom, Mopn-fge ef renayssance

(Paris 1933).
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moreover has often been overlooked in directing attention
primarily to its industrial protegtionism; and, to the extent that
the “fear of goods” is most prominent, with justification. But for
the mercantilists, the desire to rid oneself of goods was bound up
quite closely with trade and more particularly foreign trade ; and
so the literal serme of the name mercantilism is not altogether
misapplied. Partly, there were in this respect traditional con-
ceptions, for which Seneca and Aristotle have been given as
authorities, with regard to inter-state exchange as being a weapon
in the wise hands of providence. Partly, too, and much more
important, this belief was linked to (he whole new tendency
evoked by the influence of the merchants and the state’s striving
after power. In many respects this attitude presents a profound
contrast with the medieval conceptions, for'it was of considerable
difficulty to justify pure trade, without the technical manufacture
of goods, by the canonical social cthics and theory of value,
But it is none the less possible to establish in this case, too, a
certain conmnection with medieval ideas.

The descriptions particularly common in the 16th century
of the economic interdependence of various countries on account
of the differentiated allotment of the material gifts of nature,
occasionally include a really lucid idea of the economic function
of international division of labour, and are probably, at least to
some extent, to be derived from the religicus and ethical heritage
of the Middle Ages.

It was in this sense that the English authors of about the middle
of the 16th century-pursued their arguments. The pamphlet
ascribed to Clement Armstrong, called Howe to Reforme the Realme
efc. {1535/36), was decidedly narrow in its outlook, but with regard
to import goods it states that they are “needful for the common
weal of the realm which God hath ordained in other countries
and not in England”. William Cholmeley wrote a few decades
later {1553), “As God hath enriched us with wool, lead, leather
and tin, so hath he cnriched other countries with other com-
modities which we may in no wise lack.” It was the *‘Doctor”, as
usual, in the Discourse of the Common Weal (1549}, who summed up
the argument best. ““Surely,” he said, “common reason would
that one region should help another when it lacketh. And there-
fore God hath ordained that no country thould have all com-
moditics ; but that, that one lacketh, another bringeth forth and
that, that one country lacketh this year, another hath plenty
thereof the same year, to the extent that one may know they have
need of another’s help, and thereby Love and society to grow
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amongst all the more”—a pretty littJe sermon on the religious
sanctity of international trade.® ,

The English conception was not distinguished on this point
from the continental. One of the most detailed formulations of
the idea is to be found in a French statute of the same period
{r557). In connection with a resolution of ane asscmbly of the
nobles, extensive export freedom was commanded. ‘T'he reasons
given are so verbose as to compel a certain amount of abbrevia-
tion: “Expericnce has always shown,” it runs, “that the chief
means of making the nation and the subjects of the kingdoms,
counties and provinces wkalthy, rich and prosperous has been
and still is the freedom of trade and commerce, as it is exercised
with neighbours and strangers to whom they sell and with whom
they exchange food-stifls, mamsfactures and commoditics, which
they carry forth from the places and countries that they find
themselves in, se as 10 bring back others which arr lacking there,
with gold, silver and other useful things. . . . Otherwise the s
commuodities and fruits which grow in the countries aforesaid . . .
as also 1he specialities (simgularitez) and manufactures which are
made there, would necessarily have (o be consumed by the
inhabitants on the same spot . . . whereby the aforcsaid fruits
would therefore . . . largely becoeme almost uscless.” Roughly
ten years later (1568) Bodin wrote in entively the same spirit in
his famous pamphlct on money, on the subject ol the mutual
interdependence of countries because of the apportionment of
divire gifts among them—he belicved that they could not yage
war among themselves for this reason—and of the religious duty
to allow others to participate m what the native country was
blessed with.

Utterances of this kind were not limited to the 1vth century.
The continual reference to the blessings of trade is to be found,
too, in the following century and later. For the beginning of the
17th century we have, among others, a good ¢xample in the so-
called contract of the Swedish General Trading Company of
1625. But Colbert and his colleagues also employed this argument
industriously in their directions of policy, when addressing
themselves to forcigners. In the French bye-laws for the East
India and Northern Companies it was played upon at great
length. The bye-laws of the Northern Company, for -xample,
were introduced in the following pretiy terms (1669}, ‘“Whereas

¢ The refciences to Seneca and Aristotle: Misselden, Free Tradr 25.— The
first two quotations pr. Tudor Econ. Docs. 111 129, 131, the last, Disc. of the
Common Weal, ed. Lamond, 6¢.
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trade is the most fitting means for reconciling different nations
and for maintaining a good rmutual understanding between
opposing spirits, whereas it (further) . . . diffuses surplus in the
most harmless manner, makes nations happy and states pros-
perous,” etc. A similar paean of praise was sung to trade in the
introduction to the famous manual for merchants Le parfait
négocioni, issued a few years later (1675) by Jacques Savary,
Colbert’s assistant in the field of commercial legislation. It is
thercfore entirely misleading that a similar utterance in the
French chamber of commerce in the year 1701 (by the deputy for
Bordeaux) has been interpreted as an‘expression of the growing
laissez-faire 1leas. In reading mercantilist observations on trade,
it is in fact surprising to note the extent to which not only ideas
but even expressions are in accord with those of the more cloguent
and flowery advocates of laissel-faire. To give one example among
hundreds, the remarks just quoted might be compared with those
of a Swedish representative of the old farssez-faire school, J. A,
Gripenstedt. On the occasion of a joint meeting of the four estates
of the Swedish parliament of the time, he, as minister of finance,
in the vear 1857, made two speeches in which he lauded trade to
such a decree that hoth were later called his “Hower paintings™.
“I believe,” he said, “that trade in its great world-embracing
diffusion is the mightiest weapon in the hands of Providence for
the edification of the human race; indeed, that it is the great and
deep and yet quietly flowing river, gently but surely carrying the
fateot the human race towards a higher culture, a higher radiance
and a more universal hrotherhood. And thercfore [ repeat once
again: honour trade and its magnificent work, the blessing of
mankind "7

This religious and ethical complexion apart, mercantilisin
contained two further elements with regard to which intentions
were probably more sincere; first, the direct interest of the
merchant and—peculiar as it may appear—partly also the
tendency to commercial warfare, which Colbert, as we have
seen, had carefully kept at a distance {rom these manifestations.
For the rest, the distinction between this and what has alrcady

7 Btatute of 1357 pr. Recueil des enciennes oy frangaises (ed. Tsamhbert, etc.)
XIH 506 F~Bodin thscours sur fe rehovisement el diminvion des monnoyey (1578
ed., unpag.).—“Contract” of the General Trading Company: pr. Samimg
waf K. Bref . . | ang. Sueriges Rikes Commeree . . . (ed. Stiermmman} | g14.~-
Bye-laws of the two French companies: pr. Leitres de Colbert 11 81, 800.—
Savary, Le parfart négociant Bk 1 ch. t. -~ Deputy for Bordeaux 1701 : pr. Martin,

La grande industric sous Louis XIV 376.—J. A, Gripenstedt, Tal, anforanden och
uppsaiser 1 (Sthim. 1871) 2hy.
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been illustrated was not great; a small number of further quota-
tions from some of the best English pamphleteers is therefore
all that is necessary.

Thomas Mun concluded his famous pamphlet, England’s
Treasure by Forraign Trade, with the following grandiose culogy of
commerce, “Behold then, the true form ande work of foreign
Trade, which is, The great Revenue of the King, the honour of
the Kingdom, The Noble profession of the Merchant, The school
of our Arts, The supply of our wants, The employment of our
poor, The improvement of our Lards, the Nursery of our Mariners,
The walls (==ships} of the Kingdom, The means of our Treasure,
The Sinews of our Wars, The terror of our Enemies. For all which
great and weighty reasons, do so many well governed States
highly countenance the profession, and carefully cherish the
action, not only with Policy to increase it, but also with power
to protect it from all foreign injuries: because the , know it is a
Principle in Reason of State to maintain and defend that which,
doth Support them and their estates.” Roger Coke bridges the
gulf bewweel. suercantilism and lawssez-fairs in an even more
typical manner. On the one hand, the whole of his literary work
is permeated with bitterness and envy on account of the com-
mercial superiority of the Dutch, and to this extent, his outlook
was firmaments removed from the comopolitan tendency to
economic harmony of Hume and Adam Smith ; but on the other
hand, his economic arguments contained more liberal doctrines
than do most others among mercantilists of note, The second of
his four collected pamphlets, which incidentally was directed
specifically against the Dutch (1671, culogizes «rade in 1ts
preface in the following terms, “And this is so well .mnderstood,
that Trade is now become the Lady, which in this present Age is
more Courted and Celebrated than in any former, by all the
Princes and Potentates of the World, and that deservedly too:
For she acquires not her Dominion by the horrid and rueful
face of War, whose footsteps leave ever behind them deep impres-
sions of misery, devastation, and poverty; but with the pleasant
aspect of Wealth and Plenty of all things conducing to the benefit
of human Life and Society, accompanied with strength to defend
her, in case any shall attempt to Ravish or Invade her.”’®

Mun’s passage quoted above indeed contains mentior of the
“Noble profession of the Merchant”. 1+he growing importance
of middle-class ideals, expressed in the admiration for the rich,

8 Mun, ch. 21 (ed. Ashley 1:19)..—Coke, Treatise 111 Reasons of the Increass of
the Dutch Trade, Preface to the Reader (unpag.).
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industrious and thrifty Dutch—illustrated in northern literature
perhaps most clearly by Ludvig Holberg, the most important
dramatist of Denmark—naturally furnished a major reason why
trade enjoyed such a continually growing appreciation, while it
had been suspect in the eyes of the church and despised by
medicval nobles.oAlthough not himself a merchant, Davenant
went cven further than the merchant Mun when, towards the
turn of the century, he wrote of “*“The Merchant, who deserves all
Favour as being the best, and most profitable member of the
Common-Wealth”. It is equally typical that a French Catholic
priest, Father Mathias dc Saint-Jean,” wrote a whole book on
the “Honourable Commerce™ (Le commerce honorable, 1647), the
second part of which praised trade and shipping and ascribed to
it all possible benefits, in language that sounds almost ironical to
modern cars, but is actually used in all sincerity. In a chapter on
the uttlity of trade to all subjects, he said first that pricsts gained
by it through the alms and endowments of merchants. He then
treated of the advantuges of trade to the neblesse de robe, who
thereby reccived high prices for its scrvices, thanks to the many
law-suits cngeadered by trade. He then continued, “It is the
consurnmation of marrtages with the daughters of burghers, who
have often gained their estates in trades”, which brought the
members of this neblesse 1o thelr offices. If the priesthood had gone
so far in one of its representatives, though truly a shallow-minded
one, it is casy to see that more bourgeois circles ertertained not
the slightest doubt about the blessings of trade.®

The high esteem in which the merchant’s activity was held s
manifested, too, in another feature of mercantilism which hitherto
has not heen given sufficient attention. Although they idealized
the state, the mercantilists were by no means us a rule sup-
porters of staie enterprise in the economic ficld. In Sweden 1t
was Axel Oxensticrna who struggled consistently and with deep
conviction against tendencies of this kind, His most significant
literary contribution in the economie sphere is a memorandum
on the copper trade, which, from the point of view of the govern-
ment, was the most important branch of Swedish economic life
(1630). In this memorandum he was at pains to advocate the
transference of the trade to private hands. Commenting upon the
opposite mecthod which had been atterrpted in the previous

® L. Holberg, esp, Fean de France (1722) Act 1 Scene 1, and Den 11, Junit
{1723} Act 1 Scene 1.—Davenant, An Essay upon Ways and Means of Supplying
the War (16g; 4rd ed., Lond. 1701, 57).—{M. de Saint-Jean, Part 2, ep.
ch. 6, quot. 179.



NATURE OF MERCANTILIST CONCEPTION OF SOCIETY 283

years, he said, “It (the copper trade) has gradually gone downhill,
which is not to be feared as lopg as private persons pursue the
trade and his Royal Majesty dofnjnates the consilia of all with his
customs duties.” He adopted a similar attitude towards a later
proposal (1639) with regard to a new organization for trade with
France. The Minutes of the State Council on phe matter records,
“Ex incidenti there arose the question of whether the Crown was
to engage in the said trade with advantage, which the Chancellor
decided in the negative. The Crown ought only to direct the
activity and encourage that commerce may grow and increase,
and then impose and wissly moderate the customs duties upon it.”

In truth mercantilism, at least in the countries of Western and
Northern Europe, did not favour state enterprise at all. According
to modern and even‘according to old liberal standards, in many
cases it even went surprisingly far in precisely the opposite
direction. 1 have already shown (at the end of th~ 7th chapter of
the first part, v.s. [ 453 £) that the criticism directed by Adang
Smith against the trading companies was mainly directed against
the fuco tnar these private business concerns acquired functions
which could only be exercised properly by the state itself in the
interests of its subjects; that, in fact, the mercantilist system
allowed legitimate state functions to pass into the hands of private
merchant corporations. This was true in almost every sphere of
activity. The English and Dutch merchant companies were cach
in themselves a kind of imperium in imperio, a state within a state.
In many cases they even wicelded a world-wide power. In social
matters, toe, in England things were preferably left to private
enterprise, and that, indeed, in a manner which would no longer
he dreamt of to-day (z.5. T 255 ). All this is an exi.ression of the
firm belief of mercantilists in the propriety of frec commercial
activity, and thus furnishes an iflustration of the portion of the
mercantilist conception of socicty which is being considered here.

It must certainly be admitted that conditions in this respect
varicd in different countries. Of the out-and-out mercantilist
countries, only England displayed these features in their extreme
form. But Sweden was not far behind, in spite of a Civil Service
that was one of the best of the time. Not only Oxenstierna, one of
the principal creators of Swedish administiative organization,
but all his successors in the 17th century, worked in the same
direction by word and deed and .ot least among them the
founder of the short-lived Swedish absolutism, Charles XI, the
father of Charles XII. It was especially important that the iron
industry, with its stcadily increasing domination of Swedish
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economic life, was systematically brought into private hands; but
it was the same with almost all gther branches of industrial life,
including the ecagerly encouraged, though rather artificial,
textile manufactures.

Several of the German states, by way of contrast, instituted the
regular state business enterprises which their mercantilist authors
had demanded. In the German mercantilist literature, the
merchant was in general regarded with much greater distrust
than in the English. But Germany was by no means looked up to
as a model in economic matters at that timne. France was, of course,
of much greater importance. Colbert, too; believed that a merchant
required perpetual admonishing and stimulating. The French
trading companies were thinly disguised state enterprises, as is
shown in the chapter on the development of company organiza-
tion {r.5. 1 345 fI.). But even in so “paternal” a country as France
there is nevertheless a powerful tendency in favour of private
trade. Attempts were made to give even the French companies
the form of private enterprises. If that failed it was largely due to
the mistrust on the part of capitalists and merchants, although
admittedly alse to the fact that when it came to the point, the
minister could not refrain from interference. That in France, oo,
private enterprise was regarded as a desirable, if not an attainable,
goal allows no room for doubt. To this extent French policy illus-
trates the same tendency which reached full flower in the two mari-
time powers, England and Holland, and dominated Sweden, too.1?

1 Oxensticrna: Skrifter och brefoexting, first part 1 (Sthhin. 1888) 350; cf.
491; Srensko riksradets protokoll VIL (Sthlm. i1895) s04.—Veor the rest 1
must refer. wath regard 1o Swerden, to the first volume of my study, Sveriges
ehon. haesi. 172 68083, OFf the Germman and Ausirian mercantilists, it was
primarity Becher who never tired of demanding state undertalangs, among
them a “maguzne” wih a monopoly of import and perhaps aln export,
the former to leave the raw materials o the merchants, who would then
have them worked up by (he craftsmen Becher declared this 10 be eotirely
reconcilable with the prninciple of trading freedom, for “'free commerce
consists in this, that things are bought without hindrance according to what
is good and cheap” (Polittsche Discurs Part 5§ <h. 1 point 2; Fraokfurt ed.
1673, 27788, quot. 286). Concermung his projects and those of the other
German mercantilists there is a copious Mierature: see cg., H. v. Srbik,
Withelm von Schrider (Sitzungsberichte der Akademie der Wisserdschalien
in Wien, philosophy and history section CLXIV: 1, Vienna 1910, 181 ff.).—
On the misirust of merchants, see below 320 f., Von Schrotter made of chapter
106 of his Furstliche Schaty- und Rent-Cammer “'a general caveat of the mer-
chants concerning advice-giving”’, parily for political reasona; but he also had
in mind their aversion to dumestic manufactures—a rather unusual attitude
for the time, because the merchants, indeed, were as 2 rule the financicrs of
the manufactures.
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‘Their belief in trade and the merchant goes a long way towards
explaining why the mercantilisfp made economic “liberty” their
lTodestar. If the chain of motives is traced back further, one
arrives at a universal intellectual reorientation and its special
application to economic activity. In spite of the mercantilists’ static
outlook on economic affairs and the economic tystem of the world
as a whole, they tried with a fanatic zcal to secure, each for his
native country, as large as possible a share in the activities of
this system, which was regarded as an unchangeable total. In
its psychological tendency mercantilism may therefore, to this
extent, be regarded as dyhamic. The mentality of the most power-
ful spirits among 1t$ statesmen, navigators, merchants, and
writers was poles apart from the medieval ideal. In addition,
their ideal was that’of acquisitive trade. And so it is perfectly
explicable that this ideal itsellf and the individuals who practised
it must have appeared to the mercantilists in a suhlime light, and
that “liberty” must have appeared to them as the principls
proper for the attainment of their idcal. Altin all, there was mani-
fest thut vuiversal emancipation of the mind which was growing
at that period, rooted in the changes im economic life and yet
reacting upon them.,

What the actual significance of the abstract idolizing of ““freedom
of trade” was, is a question of a different order. It touches upon
the relation between the conception of society and economic
doctrine. This problem will be carried a siep further after other
aspects of the mercantilist conception of society have received
consideration.

2 ETHICS AND RELIGION

The point in which the breach between mercantilism and the
medieval outlook was widest and most decisive was certainly in
the domain of the ethical. We may say that the mercantilists were
amoral in a two-fold sense, both 1n their aims as also in the means
for the attainment of their ends. This two-fold amorality arose
from their widespread indifference towards mankind, both in its
capacity as a reasoning animal, as also in its attitude towards
the eternal. Hobbes’ Leviathan or “Mortal God”, the state,
dominated the arguments of the mercantilists to such a
degree that in the place of an interest in human beings came
the interest in the state. This certainly explains a part, but
not the whole, of their lack of moral consideration, as will
now appear.
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Amoral ends

Firstly, the welfare of society pr, in actual fact, the welfare of
the state was substituted in place of the amelioration of the
individual. This was a perfectly simple corollary of the raison
d’état, or pure machiavellism. But the amorality of the new
policy was not exbausted in this rearrangement, In addition, the
welfare of the state itself or the raison d’état was conceived emphatic-
ally as materialistic or economic (in the popular sense of the
term). To this there was no counterpart in ordinary machiavellism.
The breach herein manifested with the religious and ethical
attitude of the Middle Ages in the splfere of political ideas was
profound.

With regard to the ethical conception of economic matters,
the treatment of the inexhaustible problem of interest or usury was
typical. The change in the mercantilist doctrine, when compared
with the canonical medieval conception prevalent formerly, with
Jts opposition to interest on moral and religious grounds, did not
consist simply in a clearer insight into the economic factors
leading to the taking of interest. That, in the main, was a post-
mercantilist development. What was decisive was that the actitude
towards the problem of interest was determined by an entirely
new set of motives, fairly independent of whether and in what
form interest was approved of at all. These ncw motives were of
an economic nature, connected with the eflects of interest and
of the prohibition against intercst on economic life; they no
longer had anything to do with divine precepts. The canonical
authorities had certainty tried, with adroitness and skill, to formu-
late the prohibiticn against interest in such a manner as not to
collide more than necessary with economic activity, which indeed
was inescapable. But they did this without abandoning the
principle of the absolute nature of the prohibition, which among
the canonical authonities was grounded in a religious decree
unaffected by temporal considerations. In many fields real
interest-taking was permitted, because it involved the taking of a
certain amount of risk. Where no risk was considered to be involved
interest-taking was forbidden. The novelty then was that
precisely a temporal and economic foundation was adopted. The
change occurred primarily in the reasons given rather than in the
practical conclusions drawn. In the coursc of time, however,
changes took place in the latter, too. The problem is deal. with
at length in the literature on the subject, in a way which I think
perfectly correct, and the considerations pointed out here are
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brought out there with proper emphasis. The facts may therefore
be described in all brevity.1?

That the earlier conception sthit flourished at a comparatively
late period may be seen clearly in Thomas Wilson’s Discourse
upon Usury (1572}, which, indeed, was by no means profound, but
was highly esteemed t the time of its appearance. As Professor
R. H. Tawney, its recent editor, has remarked, this work is
particularly instructive because its author was not a pricst,
withdrawn from worldly affairs, but a lawyer trained in Roman
Law. He had held the positions of Master of Requests, English
Ambassador to the Nethurlands and Secretary of State to Queen
Elizabeth, to whom the ways of the warld were no closed book.
In his book, Wilson propounds an imaginary discussion in which
a lawyer trained in civil law and a clergyman named an “anti-
usurer” {Ockerfoe) represent the author’s side. They both
violently spurn interest. The lawyer calls the usvrer “the worst
man that liveth”, and would see him hanged. Under his own,
name in the Preface, Wilson says that he would like to have
usurers cxsovivinated like wolves. They should be either con-
demned to death or banished the country; at the very least, their
property should be confiscated on their death, The clergyman’s
attitude is even more severe. The lawyer would have tolerated
interest at least in cases where no obvious damage was done. But
the priest-—who had alrcady, in an carlier passage in the book,
wished all usurers to die of a murrain, because they lived like
cattle and so should die like cattle—objected to this, and induced
all the other participants in the discussion to agree te his un-
conditional condemnation of interest, in all cases and irrespective
of 1ts effects, for, as he said simply, itis against God’s law. Wilson's
personal attitude may be seen from a parliamentary debate on
the maximum rate of interest, held in the year befrre the publica-
tion of his book, and it harmonizes completely with the views put
forward in the latter. That a man in his position and at so late a
period could defend such views and gain a great following by
doing so is an adequate illustration that the conception pre-

11 With regard to the more recent hiterature on these questions, the follow-
ing references may suibce: Ashley, Iuiroduction to Englsh Eeonomue History and
Theory I ch. 6: E. v. Bohm-Bawerk, Geschichte und Arehk der Kapilalzins-
Theorsen { Jena 1884, gth ed. 1921) ch. 3; G. Cassel, The Noture ani Necessily
of Interest {T.und. 1go3) ch 1; Tawney, Religio  ind the Ruse of Capttalism (Lond.
1g26) passinm.— The most complete documentation, from partly the same points

of view as those that follow in the text here, 13 Professor Tawney's Introduction
to Wilson's Discorrse uper Usury {Lond. 1925} ; see esp. 171,
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vailing before mercantilism had created a new attitude. This may
be asserted even if we add that Wilson, in true lawyer fashion,
probably exaggerated the case fol: which he h-cld a brief and that
he makes an impression of general narrow-mindedness.??

It was not long before the mercantilists arrived at other
conclusjons. Bacon, discussed interest without introducing almost
any cthical or religious considerations. The essential point is not
his acknowledgment that it was impossible to prevent “usury”,
for that merely illustrates his keen eye for realities. What was
important is that he was guided in his condemnation of interest
by economic and social standards. In this he distinguished
himself profoundly from the theological formalism characterizing
Wilson’s argument of half a century before. Bacon drew up a list
of the advantages and disadvantages of usury. This in itself is
evidence of an attitude free from prejudice, But further it appears
that all the seven disadvantages given were of an economic and
not an ethical or a religious nature; and it is in this that the vital
Yransformation is manifest. On the later development of ideas,
another work was even more important. Sir Thomas Culpeper
the elder, a contemporary of Bacon, wrote a Tract against Usurie
{1621}, a work which Sir Josiah Child reprinted in 1668 without
knowing the auther, and with which he closely associated himself.
The introduction itself contains a declaration by Culpeper that he
left the question of the propriety or illegality of interest to the
clergy. What he limited himself to was to show that it was detri-
mental to a country without gold and silver mines, but with a
plentiful supply of commodities. In the following discussion, also,
Culpeper kept closely to this plan. He described it as a danger
for the English that tire Dutch, as neighbours of England, had a
rate of interest of only 6 per cent, while the Faglish paid 1o per
cent. He then spoke of the effects on the country’s ability to
compete, the burden of state debt, agricultural rents, the period
for the turn-over in afforestation, etc.—all purely economic
arguments of greater or less accuracy, but without exception of
a purely economic nature.1*

As early as 1545/46 a statute regarding a maximum rate of
interest had taken the place of a prohibition of interest. When the

1 Wilson ep. 1 1., 183, 230, 2851, 341 [, 350 ff., 463.—Wilson's oliservation
in the 1571 debate: pr. (after d’Ewes, Journal) Tudor Econ. Docs, I 156

** Bacon Essgrs: No. 41 in the 1625 ed.: “Of Usurie” (ed. Wright 16g),—
Culpeper repr. as appendix to (Child], Brief Qbservations Concerning Trode and
I;t;tsﬂl.ond. 1668} and contained together with the latter in his Mew Discourse
@, ¥ -
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prohibition had been brought into force again after some years,
the legislation laying down a j’taximum rate of interest instead
was made permanent by a law of 1571. It was this Bill which
Thomas Wilson had attacked. It is true that several reservations
were made in the statute regarding the validity of an agreement
to take interest, but these were insignificant with regard to the
application of the law. The early conception obviously did not
disappear in the twinkling of an cye, but the new attitude gained
more and more ground in the course of the 17th century. After
the Puritan Revolution, public discussion no longer entered into
the moral or ethical question of whether interest was permissible
or not, but dealt with the practical economic problems of how
high the ratc of interest ought to be and whether its height should
be limited by a legal maximum. Conservative opinion, with Sir
Josiah Child as its most influential and convinced mouthpiece,
answered the second question in the affirmative, ;utting forward
the same arguments as Culpeper, i.e. by referring to the cconomig
effects of interest. It is characteristic that the problem of interest,
of all vuusiwmic problems the one thiat was most calculated to
provoke moral acrimony, was thus subjected to a purely economic
discussion, even on the part of the advocates of a conservative
policy. When at a later date the opposing forces, headed by Locke,
with the assistance of an argument irrefutable in mercantilist
eyes, won an inteliectual victory over these advocates of a legal
limitation in the rate of interest, this was in fact not a new step
toward rendering economic discussion meorally neutral; for the
medieval moral conception of interest had already been outgrown
—at least for the time being—by men active and influential 1n
practical affairs. Not till well into the 1gth century was the
maximum limit to the rate of interest allowed to lapse in indi-
vidual countries; but the *‘intellectual revolution™ had already
been ushered in by mercantilism.?4

The sphere of fuxury is equally typical. In this respect, too,
mercantilism tended to substitute cconomic for moral considera-
tions. It has already been observed in the third part {110,16g) how
mercantilism came to approve of luxury where it served to sell
native commodities. Here we need only point out that this consti-
tuted a great revelution from the ethical point of view. Luxury
was reprehensible to the medieval mind, for the striving after
luxury took man out of his proper und religiously determined

14 Statutes: 37 Hen. VIIl c. g5 5 & 6 Ed. VL. c. 20; 13 Eliz. ¢. 8.—-Child,
New Discourse of Trade {in the form of a collection 1692).—Locke, Some Consider-
ations of the Consequences of the Lowering of Interest, ete. (16g1).
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*subsistence’ and the standard of life corresponding to it. Like
so many other medieval ideas, this persisted with great tenacity
and often was victorious over the outlook of more recent times, as
is shown in the innumerable sumptuary laws down to the 1gth
century. But in so far as the ordinances were based on such
ethical foundatiors, they came into conflict with mercantilist
ideals. From the mercantilist point of view, they could be justified
only if they prohibited the use of commodities the consumption
of which ought to be discouraged in the interests of trade and
industry, i.e. usually foreign products. Mercantilism rejected in
principle any ethical attitude towards luxury. The only considera-
tion that carrted weight was how far a particular measure furthered
or obstructed economic life in the direction which mercantilism
tried to lead it. Thus, finally, in strictest cofitrast to the medieval
standpoint, there arose a conscious and frankly admitted tendency
to justify luxury, indeed to stimulate it, quite irrespective of the
status of the purchaser, in all cases in which it guaranteed a
market for the country’s products and “put money into circula-
tion™. Since economic policy set itself the task of building up
native luxury industries, this consideration inevitably had to
assert itself with greater and greater strength.

In one of his very first pamphlets, Les tf1ésors et richesses pour
mettre Estat en splendenr (1598), Laffermas thundered against
people who objected to the use of French silks ; those who exceeded
in it damaged only themselves while their money remained in
the country; and all purchasers of French luxury goods created a
livelihood for the poor, whereas the miser caused them to die
in distress.

The breach between the old and new outook is better illus-
trated a little later in Montchrétien (1615}, He began, in the first
place, with a furious condemnation of the luxury which led to
the shopkeeper to be dressed like the gentleman, and could only
end in the overthrow of all order in society. “If Your Majesties,”
he complained, “do not lead us out of this confusion and external
uniformity (indifférence) then all is at an end: all together they
will result in the bankruptcy of true and convinced virtue:
everybody will hunt after what is vain . . . brazenness will
wax in the citi=s and tyranny in the country. Men will become
effeminate because of the far too widespread opportunities for
pleasure ; through their endeavours to adorn themselves women
will Jose their modesty and their ability to manage their homes”—
thus a purely moral evaluation. But further on, he comes to speak
of the French luxury industries, which he would, of course, en-
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courage by all possible means, and so he comes round to Laffemas’
view. His reproach thus becomes entirely confined to foreign
luxury goods: “Now since times and the world have changed,”
he observes, “I will not blame the use (of luxuries) altogether,
provided that profit remains in the country, otherwise it becomes
far too dear for us”—the degeneration of socicty no longer counts
for anything,

In the later 17th century the new attitude was, without reserva-
tion, predominant. Petty (1662) justified ‘“‘entertainments,
magnificent shews, triumphal arches &c.,” on the ground that
their costs flowed backvinto the pockets of brewers, bakers,
tailors, shoemakers and so forth; Fortrey justified “excess of
apparel”, and with regard to those that condemned it, said,
“It rather ought to b¢ maintained, and encouraged”—of course,
assuming that the usual mercantilist demands were fulfilied. Von
Schrotter (1686) directly attacked the regulations forbidding
cxt essive display in clothing and declared that he would ratheg
this was even greater. Barbon (16g0) said, “Prodigality is a Vice
that is prejudicial to the Man, but not te Trade . . . Covetousness
is a Vice, prejudicial both to Man and Trade™ and so on. The
cflect of this view in practice appeared, for example, in Sweden,
where in the years 1708 and 1709, when the country had been
involved for upwards of a decade in a war of life and dcath, the
merchants were obliged (o take over definite quantities of silks.

Thus the ground was well prepared for the most provocative
and most widely discussed formulation of this mercantilist
argument that it ever received, nameiy, for Mandeville's aphorism
in the best-known title to his frequently quoted bouk, Private Fices
Publich Benefits (1905, 1714 ete.), which was not only amoral, but
was in fact immoral. In North European hiterature, too, the idea
was put forward mn the period immediately succeeding. The
manner of its statement there is typical and demonstrates how very
much this amoeral attitude had already taken root, even among
moralists. Holberg puts the following proofin the mouth of Henry,
the pleasurc-secking domestic, in his comedy Mascarade (1724}
The latter tries to convince Jeronimus, the old-fashioned father of
his likewise pleasure-sceking master, Leander, that by giving alms,
he merely supports the *‘lazy beggars”, while he and Leander,
the two masqueraders, were helping th. “industrious beggars”.
He says, “The industrious beggars are tailors, shoemakers,
huckstresses, confectioners and coachmen; to them we extend a
helping hand. If ail men lived so secluded a life as Herr Jeromimus,
people of this kind would all die of hunger. You, sir, thcn:i;orc

Vi
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reduce the whole nation to beggary by your almsgiving. But, as
for us, we keep them from begging. If we are to help beggars it
is better to help the diligent thkn the lazy.” In a humorous way
Holberg teaches exactly the same lesson here as Laffemas, Petty
and scveral others had done in all seriousness, Anders Johan
von Hépken, latrr Chancellor and at the age of twenty-cight
president of the Swedish Academy of Sciences (1740), went so
far as to select as the theme of his presidential address, “Of the
Utility of Luxury™.15
Equally typical is the development of English tebacce policy.
There is a striking similarity betweca the fate of the tobacco
policy and the change in attitude towards luxury as seen in the
two-sided attitude of Montchrétien. When tobacco came into use
as a luxury many serious men shook their wise heads, among them
James I of England. The latter also published a small anonymous
pamphlet called A Covnterblasie to Tobacco (1604}, in which he
.demonstrated that the use of tobacco was morally reprehensible
and medically harmful. In the same year he passed in his official
capacity a proclamation concerned with imposing a duty on
tobacco in the form of a fine, the reason given being perfectly
typical. It was said in fact that this weed was formerlty used only
by the upper classes as a medicine, but that gradually it had
become “through evil Custom and Toleration thereof, excessively
taken by a number of riotous and disordered Persons of mean
and base Condition, who . . . do spend most of their time
in that idle Vanity, to the evil example and corrupting of others,
and also do consume that Wages which many of them do get by
their Labour and wherewith their Families should be relieved,
not caring at what Price they buy that Drug . . . by which great
and immoderate taking of Tobacco the Health of a great number
of our People 15 impaired, and their Bodies weakened and made
16 [afternas, Les trésors, ete. 51, 11, 92, —Montchrétien, Traicté de 'oeconomie
politigue (15t ed. 83 1., toz).—Petry, Treatise of Taxes, ch. 3 (Foon. Writings, ed.
Hull 1 33).-—Fortrey, England's Interest and Improvement (151 ed. 26, Rept. of Econ,
Tracts cd. Hollander, 27).—{Von Schrotter;, Fursl. Schotz- u. Rent-Cammer
ch. 56 {18t ed. 262}.-—Barbon, Discourse of Trade (1sted., 62 [, Repr. of Econ.
Tracts 32).—Sweden: K. Enghofl, Tulstdndet { Skdne . . . dr 17071711
{Lund. 1889} g6; the basis is gbviously a Letter Patrnt of 165 (pr. Samimg
Utaf. K. Bref. . . |, ed. Stiernman, V 5t4).—Holberg, Mascarade Act 2, Scene 3.~
Hopken, Skriftrr, ed. C. Silfverstolpe, I (Sthlm. 18go} 160—70.—On the history
of the Literature : Q. Wieselgren, “Om yppighets nytia’” (Skrifter utg. av Humani-
stiska Vetenskapssamfundet i Upsala XIV: i, Ups. 1912).—-It was not casy
to reconcile this argument with an admiration for Putch thrift. Mandeville
aiso believed that by their thrift the Dutch were simply making a virtue of
necessity (13t ed. I 201-8, ed. Kaye 1 185—go).
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unfit for Labour™, and so on and so forth. But it was no more than
two decades later, by the year 1624, that the policy took a com-
pletely different course, without indeed the earlier attitude being
given up in principle. The importance of tobacco-growing to
Virginia and Somers Island was so great that imports from there
were permitted, while tobacco production in Fngland itself was
forbidden later as carlier. In the very following ycar the colonial
point of view was predominant. It was declared that by the
infringement of the carlier ordinance, persons “have endeavoured
as much as in them lieth to destroy so nuble a work as the support
of those Plantations whicl) so much concerns our honour and the
profit of our Peuple”. Gradually the tobacco policy became a
major part of the old colonial system, without the moral objections
put forward by James I being taken into further account. An Act
of Parliament of 1660 declared without reservation that “Tobacco
is one of the main products of several of those Plantations, upon
which their Welfare and Subsistence and the Navigation of this
Kingdom and vent of its Commodities thither do much depend”™?
Mercantils o had thus won the day.?®

Amoral means

What we have discussed above refers only to the amoral con-
ception of the ends of econumic activity, but in the choice of
means for the attainment of these ends amoral considerations
were likewise uppermost.

The underlying idea of mercantilism may be eapressed as
follows : people should be taken as they are and should be guided
by wise measures in that direction which will enbance the weli-
being of the statc. No one was more explicit in hi- statement of
this view than Mandeville {1723). “Private Vices,” "ie observed,
“by the dextrous Management of a skilful Politician may be turned into
Public Benefits” (my italics). What this meant primarily was that
the individual’s private economic interests were to be made
serviceable for the ends of the state. Threats were to cease against
anything that men were forced to aim at by natural necessity.
At the same time, things ought to be arranged so cunningly that
men aimed at something that was reconcilable with the interests
of the state. The Discourse of the Common Weal goes into considerable
detail on this point, *All things,” says the author, “that should

% (James 17, A Cornterblaste to Tobacca (repn  Engl. Reprints, ed. E. Arber,
Lond. 186g).—Proclamatons: pr. Foedera {ed. Rymer) 1st ed. XVI 6o1 1,
XVII 621—4, 66872, Hague od. VII: n 114 £, VIED 1v 153-6, 186-9.—
1660 Act: 12 Car. 11 ¢. 34.—See for the rest Beer, Origans of the Brit. Col, Syst.
ch. 4.
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be done in a common wealth be not to be forced or to be con-
strained by the strait penalties of the law; but some so, and some
other by allurement, and reward# rather. For what law can compel
men to be industrious in travail, and labour of their bodies, or
studious to learn anyscience or knowledge of the mind? To these
things they may be well provoked, encouraged, and allured, if
threy that be industrious and painful be well rewarded for their
pains, and be suffered to take gains and wealth as reward of their
labours . . . Take this reward from them, and go about
to compel them by laws thereto, what man will plough or dig
the ground, or exercise any manual orcupation wherein is any
pain? Or who will adventure overseas for any merchandise? Or
use any faculty wherein any peril or danger should be, sceing his
reward shall be no more than his that sitteth stull?” The author
did not return at all 1o the idea of direct compulsion. The same
tendency characterized the principles of practical statesmen,
Colbert wrote, on one occasion, “Very well do I know that the
merchants will never be forced in their trade and therefore do 1
allow them also complete liberty; 1 am only anxious to assist
them in what they require and give them encouragement in the
form of their own advantage.” The same was the view of Axel
Oxenstierna in a partially quoted utterance (1638} ; the Swedish
Government expressed the opinion that oneshould accomplish one’s
ends “not with force, command or prohibition, but censifis”, “not
inkerdiclo, but cons./io”’. In the first instruction (o the Swedish Board
of Trade(1651), drawn up by the great Chancellor, the measures
agamnst the export of raw materials and semi-manufactured goods
were detatled as follows: “Not that the export should he pro-
hibited obviously and per direceum, but that such prohibition
should be exercised consifis”—with friendliness and good will.1?

In these activities customs policy was accorded a role which it
had never had in the Middic Ages. In the Middle Ages trade was
forced along the desired coursc by export or import prohibitions.
True the system of prohibitions persisted during the whole of the
mercantilist period and was only abolished in the 1gth century,
so that the transition from prohibition to protection was, at the
same time, the first step towards 2 limitation of protectionism
itself, In rercantilism, however, there entered by the side of the
system of prohibition, a customs system whaich had not existed

¥ Mandeville, The Fable of the Bees, end of “A Search into the Nature of
Society™ {ist ed. I 428, ed. Kaye, I 369).—Discourse of the Common Weal (cd,
Lamond, 57 W.).—Leitres de Colbert 11 5737, note 1,—Onenstierna: see above,
note 2, further Samling Utaf. K. Bref. . . . {ed. Stieraman) 11 675,
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before, and the new element was considered the orthodox one. Like
so much else, the prohibitions were imherited from the previous
period, for the existing powers here as almost everywhere were
unable to eradicate the old remains root and branch.

On this point, too, a few utterances of the above-mentioned
statesmen are typical, one of which has been mantioned in another
context. Colbert declared in rather quaint terms (undated) that
“The whole of trade consists in” granting customs freedom to
raw materials imported and levying duties on manufactured
goods, freeing re-export from duty and compensating export
duties on domestic manufactures. Axel Oxenstierna believed
(1636), “If anything is to be changed, the commodities leaving
the country in unmanufactured form should be highly taxed, but
the manufactured goods taxed very lightly.” In the previous
year, he had vigorously attacked the old economic policy in the
following terms: “No further prehibitions shoul’” be drawn up
by the Government, and the passing of such should not beg
allowed to governors, batliffs or burgomasters with regard to any
goods whi b rght or should be imported or exported; for as
common as such prohibitions are . . . 50 detrimental are they
to the inhabitants and confusing to merchants, and arc never
maintained but misused by a few klowflics and self-scekers, to the
nnisance and damage of many, and obstruct the industry of honest
men both in the country and in the town,” Neither Colbert nor
Axel Oxenstierna were able even approximately to attain the
ideal of a completely restriction-free state of affairs ; but that such
was their ideal, what has been quoted here can leave no room for
doubt.

Henry Robinson was one among the numerous Eurlish writers
who expressed the same view. Prohibitions of imports, in his view,
led to reprisals, “wherelore a better course . . . would be with
dexterity to lighten or lade either scale [in the balance of trade}
in the custom and other charges which may insensibly make one
dear and the other cheap™. Lewes Roberts in the same year
uttered similar sentiments, and the first important Swedish
writer on e onomics, Johan Risingh, made them a central part
of his recommendations, possibly under the influence of Robinson.

Roger Coke was emphatically on the same side (1675} - “If my
opinion were worthy to be admitted,” "o remarked, “no Goods of
any sort should be Prohibited : but if any be imported which are
Luxuriously consumed, with little or no employment of the people,
as the wines imported are, they should pay the King the full
value . . . But if an employment may happen to the People of the
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Nation, if things were not imported, as in fine Linen, Lace,
Points, Blacks, and Druggets, encouragement should be given to
all people to instruct ours in thdie manufactures; and such duties
for some time imposed on the Importation, that better hopes
might be expected here, than otherwise, in working them.”’18
The “freedom rof trade” had precisely this idea among the
mercantilists: one was free to do what one wished without
prevention or compulsion by governmental regulation, but the
activity of the individual was to be directed along the right
lines through economic rewards and penalties, the weapons of a
wise government. Such an applicatien of the term “liberty”
must not be regarded as in any way inconsistent or lacking in
honesty—at least not more so than any other application; for
“iiberty” is one of those concepts which 'scorn all attempts at
consisient interpretation, as John Stuart Mill among others
experienced to his cost.
. Fhe mercantilist conception of society appears in its most
undiluted form in the attitude to the movements of the precious metals.
The change of view characterized by the transition from
“bullionism™ to “‘mercantilism” consisted precisely in the fact that
the pointless attempts at export prohibitions on precious metals
were given up, and, instead, attempts were made to create a so-
called favourable balance of trade by means of suitable measures
in commercial policy; that is, to create an export surplus of goods
which would induce the merchants by economic *tompulsion,
which mcant their own interests, to guarantee to the country an
import surplus of silver and gold. For this reason, too, Mun in his
most famous book dealt with all those measures advanced for the
compulsory attainment of the desired result, and dismissed them
one after the other as useless. The following conclusions headed a
series of successive chapters in his book: “The enhancing or
debasing our monies cannot enrich the kingdom with treasure,
nor hinder the exportation thercof”; ““A toleration for foreign

18 Lettres de Coibert V11 284 note 2 —-Oxenstierna, Stenska riksrddets protokot!
VI 727, Handlingar rorandr Skandinaviens Ristorsia XXXV 11 181 [ re pectively.—
Robinson, Englands Safetv sn Trades Encrease 51.— Lewes Roberts, The Treasure
of Traffike (lLond, 1641} a0.--Johan Risingh, Tractat em Kibpkandelen elfer
Commercierne {unpub  written in 1650 and 16bo™y, f my Sverages rkon Anit
I 2700 Coke, Treatse HI 4B —Daniclsson, Protektcomomens genombrotl 1 swensk
tullpefirk, which likewise gives the quotaton of (txenstierna rited here has (9]
also referred 10 the agreement between the citerances of the two statesmen with
regard Lo toll policy en the one hand, and 2 passage 1n Pieter de 1a Court,
Aaneysing der herlsame pohiirke gronden en maximen van de Republike van Holiand o
West-Vriesland (1664, 1671 ¢d. 95) on the other.
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Coins to pass current here at higher rates than their value with
our Standard will not increase our treasure’’; “The observation
of the Statute of Employments tp be made by Strangers (r.s. 11,
141) cannot increase nor yet preserve our treasure’ ; “It will not
increase our treasure to enjoin the Merchant that exporteth Fish,
Coin or Munition, to return all or part of the value in money” ;
*The under-valuation of our money which is dclivered or received
by bills of Exchange here or beyond the Seas cannot decrease our
treasure.” All the arguments given thus speak against compulsion
and in favour of stimulation.

So far, all this may appgar congenial to the modern mind, but
the mercantilists were ameral in their choice of means in other
spheres, too, where most people to-day would prubably not
consider them justihed. This is particularly true with regard
to the administration of justice, which was often looked upon
simply as a meuns of producing economic gain for the state or
society—""economic’ taken here in its popular, material sense.

It is not surprising that the aim of organizing beggars and
vagabord. ‘n schemes of compulsory work was viewed as a means
of increasing the wealth of the country. But it is interesting to
find that the mercantilists regarded the exercise of judicial power
throughout as a mechanism for providing society with labour
and revenue under particnlarly advantageous conditions. This
applies principally to Sir Willam Petty. In his most important
theoretical work, A Treatise of Taxes and Contributions {1662}, he
suggested the substitution of compulsory labour for all penalties,
“which will increase labour and public wealth”. Even moral
offences and heresy he proposed to punish with monetary penalties.
“Why should not a man of Estate,” he inquired, “{ound guilty of
manslaughter, rather pay a certain propertion c. his whole
Estate, than be burnt in the hand?’ “Why should not insolvent
Thieves be ratner punished with slavery than death? So as being
slaves they may be {orced to as much labour, and as cheap fare,
as nature will endure, and thereby become as two men added to
the Commonwealth, and not as one taken away from it.” “And
why should not the Solvent Thieves and Cheats be rather punished
with multiple restitutions than Death, Pillory, Whipping? etc.”
He went through the whole scale of crimes in this way and was
more courageous and consistent in his conclusions than most
others. He believed it to be difficult, o1 example, to say by how
much the penalty should exceed the value of what was stolen
and proposed that the authorities consult *candid Artists in that
Trade” on the subject, and suggested finally that a twenty-fold
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monetary penalty would be adequate. The idea as such had
been already expressed long before Petty. Starkey, for instance, had
put it forward in his dialogue bytween Cardinal Pole and Thomas
Lupset (cirea 1538) ; it was thus not peculiar to Petty’s time. Even
a much more antiquated author like Becher questioned why a
thief who stole fity guilders was hanged, if he could earn four-
fold in the course of a year in Becher's projected workhouse.

In this respect, the mercantilists manifested many points of
similarity to the utilitarians and more particularly to Jeremy
Bentham, the actual progenitor of the latter, It was perhaps the
greatest sorrow of Bentham’s life that ke failed to implement one
of his cherished plans of a most original workhouse. He gave it
the name of “Panopticon’ ; and its function was intended to be
the employment of “convicts instead of steam, and thus to
combine philanthropy with business”, to quote Sir Leslie Stephens’
summarized description or, to put it in Bentham’s own words, “A
mill for grinding rogues honest, and idle men industrious-- thus
W new manifestation of Petty's arguments. ?

It is true and very important that Bentham used Petty's argu-
ment with a difference. The utilitarians were humanitarians and
wished to lessen the suffering in the world, an idea far removed
from the mercantilists, In this respect the distinction was extra-
ordinarily great. But the harnessing of justice for utilitarian ends
was common to both. This was particularly evident wherever
justice could be made serviceable to the state, The hest example
is the manning of the galley fleets through the activitics of the Jaw
courts. This practice -was pursued in many countries, but most
vigorously and longest, probably, in France. In this matter Colbert
did nothing more nor less than his predecessors and suecessors. But
his activity throws particular light on this kind of economic policy.

In the innumerable letters of Colbert to the presidents of the
Courts of Justice and to other persons, there is the continual
refrain that they should “condemn as many criminals as possible
to the galleys”—as one intendant put it in his letter to Colbert,

¥ On the rreatment of vagrancy, etc.: Webb, Engi. Posr Law Hustory |
102 -14; Furniss, Posthion of the Laberer in a System of Natwnalism ch. 4 and 5.~
Petty, Treatise of Taxes, esp. ch. ra, " Of Penalties” (Econ. Writings 1 67 f.).—
Starkey, A Dialogue hetween Cordinal Pole and Thomas Lupset (England in the
Reigr of Henry the Eighth, Early Engl. Text Soc., I, ed. Cowper, 1g7).—
Becher, Polttische Discurs, Part 2, ch. 26 (1673 ed. 246).—L. Stephen, English
Utilitarians 1 203.--]. Bentham, Works, ed. J. Bowring (Edinb. 1843} X 226
(Letter 10 Brissot); the book itself, Panoplicon {written 1787, published 1791},
op. eit. 1V 37-172, as also the biographical part of the Works, show sufficiently
what weight Bentham attached to his plan for this workhouse.
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“In order to maintain this corps which is necessary to the state.”
An avocat général at Toulouse said that judges who zallowed them-
selves to be behindhand in thiy matter “should be ashamed of
themselves, that they served the King so ill in this Tespect, con-
sidering the great need for galley slaves”, The condemned were
frequently kept in the galleys for tens of years beyond their
sentences; they were seldom set free at all’ unless they were
fortunate enough to buy a Turk or some other bird of ill omen
who then took their place, or unless they could buy themselves
{ree in some other way. In a letter to the Intendant of the galleys
in Marseilles in 1678, Colbert gave the latter detailed instructions
concluding, “His Majesty relies that you will have an eye to this
economy.” An official list of sick galley slaves, whom the King
out of his graciousness and charity set free in the year 1674, is
haracteristic of the system. One of the condemned mentioned
in the list had completed his sentence in 165c. and had thus
been kept twenty-four years beyond his time. Two others should
have been released in 1658, one 1n 1659, two in 1662, and final#
four in 4Ly, The number of these sik slaves who had been kept
at least ten years beyond their proper sentences was thus ten in
all, and they were then set free only because they were ailing,
which must have made them less serviceable, The same was true
of twenty-two others who had been %ept less than ten years
beyond their sentences. In the year previous, the Bishop of
Marseilles, with typical respect for the maxim that might cornes
before right, had written to Colbert saving, “The most vigorous
complaints come from those who have already served their time
twice or three times over and who find it difficult te  antain them-
sclves further in patience. If the King were to sc= his way to
liberating at least some of the oldest of them every year”, in the
opinion of the prelate that would have a good effe -t.

The poor creatures who were thus treated were chained fast
by their oars, without trousers or shoes, sometimes kept alive only
by pieces of bread dipped in wine, bleeding from maltreatment so
that they often had to be whipped to make them move at all if
they had fallen asleep at their chains. Among them were such as
had come to grief for crimes which, in modern eyes, were of the
most trivial nature and some no longer punished at all, A large
proportion were recruited from the frux-squniers, that is, people
who had extracted salt themselves from sea water and thus
transgressed against the government’s salt monopoly. In Colbert’s
time there was among them a Protestant gentleman who had been
condemned for attempting to leave the country. The important
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point, however, is not this state of affairs i::;. itself, for the abuses
of the ancien régime were innumerable even in the eyes of those re-
sponsible for their administrationy What was charac.tcnmc was that
- the representatives of the French monarchy considered this part
of the administration of justice one of their honourable achieve-
ments. Thus in the longest of his state papers, a memorandum
of 1663, Colbert pointed it out as a credit to his monarch—i.e. to
his own credit-that they had succeeded in condemning so many
men to the galleys. ®

Similar examples are to be found in great number. in England,
the French practice of recruiting galley slaves by the aid of the
law had its counterpart in the practice of pressing people into
the navy, indeed which Jasted down to the beginning of the
1gth century. It was one of the bases for. the manning of the
navy. If in doing so, justice was not prostituted in the French
manner, to balance matters many people were taken who had
not come into conflict with the law of the state at all. In addition,
the slave trade, with its horrors long familiar to all, was one of
the gems of trade which every true patriot had to regard as one
of the foundations of his country’s well-being. Population policy
bore the same stamp, the slave trade being in many respects
only one side of this policy. The innumerable letters with regard
to the populating of the French colonies with young girls, who were
sent thither by shiploads, usually from Houses of Correction, but
sometimes also young country girls ( jeunes vtllageoises), were
almost of the nature of instructions for human breeding-studs, In
the same breath mention is made of shiploads of women, mares
and sheep; the methods of propagating human beings and cattle
being regarded as roughly on the same plane. In other spheres,
too, there were many interventions on the part of the states of
which we have had occasion to speak in other contexts : e.g. the
destruction of English tobacco fields by military power, in the
interests of the colonies, which practice lasted in certain parts of
the mather country for more than seventy years; similar measures
in Sweden against such iron forges as competed for charcoal
with the furnaces; against cities which it was desired to transplant
from one place to another, and against Finns who would not
relinquish their settlements in some parts of central Sweden and

1 Lettrer de Colbers 1iz1:11 fF ef passimn {esp. 1L vzroge €, 100 w13s);
the list mentioned in the text I11: n 680f., report of 1663 I 55,.~Corresp.
admin. sous Louis X1V (ed. Depping) 11 874-955 {Letter from the Bishop of
Macseilles 939).—Clément, Histoire de Colbert ot de son admimistration {Paris
1874} T 445-57.
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therefore had their houses burnt down while they were themselves
deported. We may further instance the “Political Lent”, with
prohibitions against the use of dmeat, for the encouragement of
native fisheries; the compulsory wearing of woollen caps; the "
compulsory burial of the dead in woollen shrouds to create a
market for the native cloth industry; the bitter and bloody
crusade for the uprooting of cotion prints; the battle more
grotesque than grim against stuff buttons, and so on and so
forth; all of this in juxtaposition with a theoretical aversion to
economic compulston 13t

The amorality in the vhoice of means even more than in the
choice of ends reveals the indifference of mercantilists towards
the human element.

On the other hand there was a certain measure of toleration
visible in the fact that what was regarded as an impossible
ascetic ideal was abandoned and the weaknesses of human nature
were taken into account as data upon which to base economic
policy. This held good primarily in the fove of gain. The literature
s full of remarks such as “Every man is naturally covetous of
Itcre, and that wherein they see most lucre they will most gladly
exercise”. “No Laws are prevalent against gain.” ‘‘Gain doth
bear sway and command with most men.” *“Gain is the Centre of
the Circle of Commmerce.” *So much hardship, so much trouble,
so many men have no other objective than profit; around this
centre point revolves the whole sphere of business,” and so on.?*

% Typical letters with regard to the population policy for the French
cofonies, apart from the sources given above {see above 161) 1 Letires de Colbert
TH: 1 436, 481 note 1. §13; Corresp. adm. 11 43 ff, Bgq.~—1 - hacco policy:
Beer, The Oid Colonial System 1 144 f.; Lipson-111 16g ., 181 1 It need not
be emphasized that the contrast with modern conditions made here has had
the achievements of the 1gth century in view. How far =cent tendencies
will renew or even surpass the mentality here exemplified from mercantilism
remains to be seen.

3 The examples taken at random : Discourse of the Common Weal (ed. Lamond,
122, ¢f, 167 and Index under “Lucre™); Malynes, Lex Mereatoria, c.g. Part 2
ch, g part 5 ch. 10 (1st ed. Lond, 1622, 310, 419) ; Center of the C4 ole of Commerce
5 68 ef pasum (st is the meamng of the utle of the book); Sir R, Maddison,
Great Britains Remembrances (Lond, 1655) 14; Montchrétien, Traicté (1st. ed.
Rouen 615, 55).--More detailed is the introduction to a charter for French
knitting manufzcture of 1672, giving inter alia the following reasons, * connois-
sant . . ., aprés plusieurs expéricnces, qu'il . + a rien qui fasse pius aimer
A cultiver les Arts, ni qui puisse davantage contribucr A l'establissement & au
progrés des Manufactures, que 'espérance de quelques avantages assrés
pour ceux qui s'y appliquent, & la viie d'une récompense certaine A la fin de
leurs travaux’ (Recueil des riglemens géndraux et particuliers concernant les manu-
Sactures 1V 8).—Cp. Tawney, Religion and the Rise of Capitalism ch. 4.
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The toleration did not, however, apply to the actual workmen.
Their sin, as was shown at the end of the third part, was incradi-
cable sloth ; the willingness to stimulate the interest of the workers
by increased returns was indeed rare.

Irreligion

This brings us directly to the attitude of mercantilism towards
religion, For reasons easily explainable this was similar to its
attitude to ethics, and like this, was of great importance with
regard to the practical shaping of economic policy.

The whole tendency of mercantilism made economic policy
antagonistic to the church and priesthond, and on the other hand
brought these into harness against mercantilism. Petty could
seldom speak of priests without adding some malicious remark.
Colbert from the start was in opposition to the interests of the
church and this standpoint was to gain in importance in the
course of development and finally leading to the victory of the
church, anmhHating the work of the great statesmen and driving
the French Huguenots into countrics competing with France,

In the first place efforts to increase the population were directed
against celibacy. This consideration was mentioned in Protestant
countries especially as o reason for the decline of Spain, but it
was of practical importance in a predominantly Cathaolic country
such as France. As early as a reportof 1664, Colbert advised Louis
X1V to lessen the number of monks and nuns. In accordance
with this, the French practice of encouraging profificacy by
premiums was made conditional on the children not becoming
monks or nuns. A higher age was presceibed for the monk’s cath,
and other measures, too, were taken to appose celibacy.

In another important sphere of mercantilist activity, the
opposition of mercantilism to religion and the ¢hurch was eqgually
prenounced, I refer to the struggle against idleness. Calbert was
clearly very anxious as to the effects of monastic almsgiving on
the diffusion of this, in his eyes, particularly detestable vice, and
expressed his emphatic opinion concerning it on several occasions,
the last being as late as 1680, when it had alecady become difficult
to oppose the clerical tendencies in the court of Louls XIV and
Madame de Maintenon. Colbert wrote to one of his intendants
on “the host of beggars and idlers to be found in the neighbour-
hood of the monasteries, who give alms blindly without making
any distinction between individual cases”. One month later he
returned to the subject of “these public alms which arc given
without reason or any knowledge of indigence’’. Conditions were
not the same in the Protestant countries, but the Protestants were
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at one with the Catholic mercantilists in their dislike of the
numerous holidays. The English pamphleteers calculated the
number of days, and the milliops, lost to industry in this way.
Henry 1V, and later more particularly Colbert, used all possible
means to cut down the numbes of holidays.

As a politician in matters of colonial policy, Colbert was
engaged in perpetual warfare with the priesthood in Canada,
as well as with the Jesuits and various orders of monks. He
himsclf instructed his intendants there to reduce their numbers
as far as possible. The main cause for this was the fact that the
priests wished to limit the retail licensing and sale of spirits to the
Indians, while Colbert regarded this trade as the most certain
means for inducing the natives to deliver the furs which repre-
sented one of the mujor economic interests of these colonies.
The antagonism between commercial and ethical interests here
was obvious. In his instruction to the intendants Colbert wrote,
for example in 1668, that the intendant should confine the power
of the priests, and should investigate whether they were really
justified i suggesting that alcoholic liguer made the Indians
lazy, or whether it was not true that on the contrary the prospect
of it stimulated their hunting spirit. At the same time the intendant
was to resist the Jesuits in their efforts to keep the converted
Indians at arms length from the French. In another and later
letter (16%7) to the successor of this first intendant, Colbert was
forced to put forward quast-religious considerations which,
however, proved a thin mask for his actual commercial motives.
In his opinion the spirit trade should not be disturbed on trivial
grounds, for it is a “commodity which serves to so Figh a degree
to bring together commerce and the savages therreives with
orthodox Christians such as the French”. Indeed if the spirit
trade were ncglected it might well fall into the hands of the
English or the Dutch and that would indeed be heresy! Finally in
1679, in spite of all his efforts Colbert had to yield, and forbid
the tradc in spirits with the Indians. This decree, however,
remained purely nominal. The struggle against the ~forts of the
priesthood persisted.

Mercantilist economic policy came into conflict with religion
more particularly where it was a question of the immigration of
heretical craftsmen, or in general of relig *aus toleration. Tuleration
was the unanimous demand of all theoretical and practi_ca]
cconomic politicians under mercantilism. On no other question
was there such complete unanimity. On the one hand the Dutch
were referred to as the country to be imitated, and as the best
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illustration of the economic value of toleration. On the other
hand, the expulsion of the Moors and Jews from Spain was
exhibited as the pernicious resy]t of intolerance. Colbert always
tock the part of the members of the reformed church, above all
of the Dutch family of van Robais who had founded the textile
works in Abbeville. However, he fought a vain contest, and tried
to disarm his oppnncnts by attempting to convert thc Robais.

But in this he was unsuccessful. On the whole Colbert was very
careful that neither he nor his colleagues should press the priests
and Jesuits too far, since, as he once wrote to an intendant, that
would make them * almost useless for the service of the I\.mg” Of
the direction in which his own desires lay, however, there can
be no doubt.

In other countries where the clerical influence in politics was
weaker, the reformers displayed greater courage. Petty went
furthest with his worldly wise contempt for clerical considerations.
We have already shown that he was in favour of commercializing
the whole system of penalties. In agreement with this principle,
he believed that heretics sheuld be given complete freedom of
religion in return for a decent payment. If they allowed themselves
to be driven away from their faith by this measure, it proved,
he thought, merely that their faith was of little consequence, but
if this did not occur, that was just as fortunate an outcome. Such
arguments were obviously far removed from the atmosphere of
religious wars. But Petty was not content with this, and what he
said in this connection constituted one of his most original
contributions. In fact; he went so far as to assert that schismatics
as such had a positive value from the cconomic point of view-—
a theory which Sombart, in our day, has taken up again. Peity
stated, for example, “Trade is most vigorously carricd on, m every
State and Government, by the Heterodox part of the same.”
“Trade is not fixed to any species of Religion as such; but rather

. to the Heterodox part of the whole.”” Afier proving this
carefully, he concluded, “From whence it follows, that for the
advancement of Trade, (if that be a sufficient reason) Indulgence
must be granted in matters of opinion.” That this in Petty’s view
was “‘a sufficient reason’ may be clearly seen from the first part
of the argument. Al true mercantilists likewise attacked *Persecu-
tion as detrimental to trade”. The whole problem acquired an
cffective reality, more particularly after the expulsion of the
Huguenots from France, in those countries where the religion of
the reformers differed from that of the particular country, i.e.
especially in Lutheran countries. In most countries mercantilism,
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with its commercial viewpoint, won the da
of the Church.»

The same tendency is manifested in the fact that the Jews were
placed on a new footing in the 17th century in most western and
central European countries. This should certainly not be regarded
as a gencral pro Jewish feeling on the part of mercantilists. No
such sentiment was ever felt among those in power. The increased
toleration was not moreover entirely the effect of economic con-
siderations. Becher, who was generally strong in invective,
spoke by preference of “Jews and canaille”, and even found a
mercantilist reason for hig hatred of the Jews. He said, in fact,
that they would not function as consumers of commodities, as the
doctrine demanded, but preferred “to live in a slovenly and
entirely mean fashion”. A French intendant at the beginning
of the 18th century believed, on the other hand, that the Jews
were ideal citizens from a mercantilist point of view, because
they did not invest their capital in land or other immovable things,
but allowed it to circulate in trade, In spite of the incidentdl
differences 11 outlook, which have always existed and will
probably always exist where the Jews are concerned, this much is
clear, that the leaders of mercantilist policy wished to extend
toleration even to the Jews, and that this toleration was deter-
mined primarily by commercial considerations. At the same time,
the purely financial requirements of the state also played their
part, and sometimes even the religious interest in the mission
among the Jews could work in the same direction.

The example of the Dutch was of specially great effect here.
Dutch toleration of the Sephardic Jews who were Jriven from
Spain and Portugal was an instance evident to all an. furnished a

y over the arthodoxy

8 The jmportance of celibacy as regards Spaw. Chidd  New Duscowrse of
Trade ch. 1o 1693 ¢d . 203) ~Colbert and celibacy. Leftres de Colbert IL 6B,
VI 3, 13f. - Colbert ang almsgiving: b, 11 714 and note 1.—Reducing holi-
days: “Polices to Reduce this Realme,” otc. (1540): pr. Tudor Econ. Docs.
117 923, later remarks collected in Furmss 44 f.: on France, #.g. Boussonnade,
Lorgamsation du travarl en Putoy TE 138, 342-350, Senialisme d'dtat . . . (1433~
161} q01. Sale of spinits in Carada. n gen  Lefires de Colbert 111: 1. esp.
hee £, 403 1F, 617-21, B41 note, —Examples of Colbert’s attitude to the religion
of the van Robas in the later period {1682) b, 11 738 £, 7423 hus quoted
utterance I : 1 403 f. ~Of the Finglish pamphleteers who advocated w leration,
Child niust be mentioned in the first place, L * neither Coke nor dhie author
of Hritannia Languens were far behind him, Also the collectinn Brish Merchant,
with 11s strong tendency 10 economic nationalism, is typical with its "arguments
against persceution as detrimental to trade’ (1713, Lond. ed. 1743, 14851,
173 -0).—Petty, Treatise of Tares chaps. 2 and 10 Point 267 Pol. Arithm. ch. 1
{Econ, Writings 1 22, 70, 2b3)  * See abo below 11 368, Neledendiira 31 3.
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particularly powerful argument in a world dominated by envy
and admiration for the Dutch. In English literature Child was
foremost in making use of this argument; in the readiness of
Holland to receive the Jews he saw one of the reasons for its
superiority, and desired that Jews be naturalized in England like
other foreigners. This was said after the Jews had been allowed
once again to scitle in England under Cromwell, where for three
hundred and sixty years they had not been permitted-—at lcast
officially—to show themselves.

As usual it was in Colbert and his monarch again that the
contrast between the claims of mercantilism, and religious
intolerance in connection with the Jews, was expressed with
particular clarity. In a letter of 1693 to the intendant in Aix, to
which region Marseilles belonged, Colbert warned his subordinate
not to lend car to the complaints of the merchants against the
Jews; nothing was more useful for trade than that the number of

ople engaged in it should be increased, even though the
Marseilles merchants should not be able to comprehend this.
“And whereas the settlement of the Jews,” he said, ““has certainly
never been prohibited out of consideration for trade, since where
they be the Iatter usually increases, but solely on the grounds of
religion, and whereas in the present case it 1s purely a question of irade,
vou shall in no wise hearken to the proposals made to you against
the said Jews™ {my italics). In the colomes, too, Cnlbert showed
favour to the Jews, Their “usury” was to be kept down, but he
declared, also in the name of his King, they were to have complete
freedom of conscience, with the proviso that the exercise of their
religion did not shock the other colonists; otherwise they were
to have the same privileges as the latier. Moreover the governors
and intendants, acting on the ruling of Colbert, rejected the
multifarious attacks made against the Jews. The pro-Jewish
feeling manifested in France under Colbert at first went so far
that Louis XIV, in a visit to the Jewish city of Metz, even visited
the synagogue in his official capacity. But finally in this respect
things went the same way that they did in many others. The last
years of Colbert saw the triumphal return of intolerance which
had won the day at Court and thus his last years saw the Jews
numbered amorgst those who were condemned for religious
offences and the abuse of the sacrament. It was urged that they
should be expelied from the French citics of the South and in point
of fact this did occur to some extent. In the French West Indies,
their good years likewise came to an end with Colbert's death.
It is true that the French intendants still occasionally were
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sympathetic towards them, as is seen in the example (of 1709),
which I have just quoted. In this respect, mercantilism in France
was defeated and those who felt i¥ most keenly were the Jews and
reformed industrialists. But underneath all this there was still the
fundamental tendency of the mercantilist economic outlook
towards toleration.

Similarly in Germany. In the 17th and 18th centuries the Jews
by favour of the princes gained a fresh foothold. Particularly well-
known 1s the charter of the Great Elector allowing them m 1671
to seitle in Brandenburg. A very valuable contribution to the
history of the Jews of this time is the autobiography of Glickel
von Hameln, a Jewish mother of thirteen children, who describes
her experiences from the occupation of Altona by the Swedes
under Charles X, untii about 1720. In this book, practically two
groups of characters occur to the exclusion of all othe=s: Jews and
Christtan princes The masters of small and great German
principaliies could not do without their “Court Jews”. In this
way the Jev found their niche in the mercantilist state order.
Like Colbert 1n the first of the two letters quoted, Kammerdirektor
Haile {1734), who, as we know, was Frederick the Great’s instructor
in economic affairs, declared, “En matiere de commerce 1t is all one
whether a gentleman or a Jew is the trader 7

This clearly reveals the situation  altars were raised to other
gods than those of rehigtons A concept such as that of Petty's
with regard to crnmunal legislation, that monetary payments
should take the place of all penalties, must have led directly

to religious tolerance towards those who were blessed with
worldly possessions 24

1 Becher, Politische Discuss, e g Part 2 ¢h 1 and 24 1679 ed, 104 2:8) —
Intendant 51 Contest to the French numster ol finance 1707 pr Lorrespon-
dance de1 contrileurs géneraux \ed Beushsle & Brotonne) 111 ™o 209 note -
Interest in the Jewtsh mission, ¢ g oin Brandenburg under the Great Elector
M Kohler, Batrdge zur neussen julicchen Wt haftsgeschckie (Studien 7 Gesch
d Wirtschate u Geasteskultur, ed R Blapke, 111, Berl 1929} g —Child, Men
Discourse of [Irade, chaps 3, 7. and 10 (1698 ed 103 144, 197) France
Lettses de Colbert Tl G709, 722, IT1 10 4097, 5221, V1 150 and nete 1881 103
{+rome of these also in Corresp admumstr [ ed Depping, [NVG, Corresp 4 contr
g 1 No 567 (ser, for the rest, index uader " Jufs'), H Waren, “Das
Judentum und <he Anfange der modernen Kolonsation’ (biertepahrshr
f Sor-. u. Wustsch -Gesch XI, 1913, 587 1), Martun & Bezangon, L'hstorre
&y credut en France wus Lows XIV 191 — Germany . Glickel von Hameln, Denk-
wirdigknten, ed A Friichenfeld (4th ed, Berl 1913), F Prachatsch, Diw
Tudempohitk des furithchen Absolutismus 1m 37 & 18 Jahrhwndot {Forschungen
U Versuche z Gesch d M A u d Neuzen. Festschnft I Schiader, Jena
1915, 564 bo1). S Stern, Der preussische Staol und die Jusden iVeroffent]l d :\zl;ad
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3. SOCIAL CAUSATION

The same intellectual tendency was expressed also in the
rationalism which characterized mercantilism to so high a
degree. There was little mysticismm in the arguments of the
mercantilists, They certainty had many preconceptions; it would
otherwise be difficult to explain why they looked upon economic
life in the way they did. In general, however, they did net appeal
to sentiment, but were obviously anxious to find reasonahle
grounds for every position they adopted. Morcover, their argu-
ments, at least in many cases, were rather barren. This resulied
primarily f{rom their aims—material results for the state—
without much interest being shown in individuals as such, and
none at all in their spiritual welfare. In addition, the discussion
of the application of means to ends—the use of material interests
for purposes of state—usually revealed a lack of any exalted
principles. Psychologically, the affinity between mercantilists and
Yaissez-faire writers was marked in this respect, too, although
the difference between interest in the state and interest in the
individual, in power and humanity, makes itself felt throughout.

Already at an rarly date, this rationalism cxpressed inelf in
references to nafure. Nature was conceived as a factor which also
influenced the social sphere, social life being placed parailel to
the physical life of the individual ; and socicty was regarded as a
body with functions similar to those of the physical body. The
latter conception was linked to old traditions, and cven early in
the 16th century these traditions determined the form taken by the
discussions. Starkey, for instance, in his dialogue between Cardinal
Pole and Thomas Lupsct was as tireless as he was tiresome in
making use of this kind of metaphor (circa 1538). In this book of
his, society suffers from consumption, paralysis, plague, frenzy
and other *“‘diseases of the body politic”. The various parts of the
body are identified with the various classes and organs of society,
and so on. John Hales, the presumptive author of the Discourse of
the Common Weal, in 1549 designated the revolt of that year as an
attack of “civil frenzy”’. Malynes in particular was the victim of a
fantastic nature symbolism. His magnum opus, Lex Mercatoria {1622),
was built up on such a construction. The first book treated of

f. d. Wissenschaft d. Judeatums, History Section, 111, Berl. igzs) Iy 1w, esp.
! chaps. 3 and 4.—Hille's ohservation: Naudé, Getresdehandelipolitsk  Branden-
burg-Preussens bis 1740 (Acta Borussica, Getr.-handelspol.) 450.- On the whale
Question: H. Valentin, Judarars historia i Sverige (Sthim. 1g24) 11-19 and for
Sweden ch, 6,



NATURE OF MERCANTILIST CONCEPTION OF SHCIETY 309

::comr_noditics, compared to the body of Traffic”. The second of
“Momcs compared to the 501.11 of Traffic”, and the third of

Exchanges for Money by Bills of Exchanges, compared to
spirit or faculty of the Soul of Tfaffic”.

Such physical or metaphysical phantasies as those of Malynes
merely expressed what medieval preachers and writers might
have put forward. However, this tendency to draw analogies
from nature with regard to social phenomena was very important
for the further development of social thought. But the result was
different when the natural sciences made further advances and
were believed to have discovered fixed rules for natural pheno-
mena; for then the conclusion was tempting that this was also
possible in the sphere of social events. For obvious reasons, these
matters were manifested most clearly by Petty. He was not enly
an economist and statistician, but also a doctor and a natural
scientist. With Becher, it is true, things were simil»r; but Becher
in addition was an alchemist and, from the start, a visionary in
everything that he undertook. He was therefore considerably les
likely to niport into social questions the ordered discipline of
the natural sciences, Petty on the other hand went to extremes
in his belief in the application of natural laws to the sphere
of social phenomena. He quoted with approbation Horace's
quip on nature that it could be driven out with a pitchfork
and yet would always reappear. He was provoked by “that
infinite clutter about reststing Nature, stopping up the winds and
seas’”’, and irritated by attempts “to persuade Water to rise out
of itself above its natural Spring” (1662). Other authors of the
17th century were not so clear in their observation, but even in
them was to be discerned the basic idea of a natuw 1l scientific
nexus in social life. Here, too, Roger Coke was the ruost original
—unfortunately in a fashion calculated to conceal the unusual
independence and freedom from prejudice of his arguments. He
wrote four connected pamphlets {1670/75), which he introduced
with a lengthy series of “petitions” and axioms. He began with a
discussion of the first axiom of Euclid, and then endeavoured to
force the discussion into the same mathematical scheme. Certainly
the only result of this was that he created a most bizarre impres-
sion, entirely inappropriate to the content of his work. But still it
is typical that he adopted such a methed. Coke, of course, had the
same attitude in principle as Petty, and said, for example, f‘l will
never believe that any man or Nation ever well attain theuf ends
by forceable means, against the Nature and Order of things.”
Davenant observed in 1698, *“Wisdom is most commonly in the
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Wrong when it pretends to direct Nature.,” These instances are
by no means isolated,3®

We must regard from the samge point of view, many of the very
numerous utterances to the effect that all interference by legis-
lative means was unavailing. Sometimes they were certainly the
expression of a hy no means doctrinaire view, based on wide
experience, of the corrupt and ineffective nature of state admini-
stration, But more frequently, and indeed at an early date, there
appeared in addition to this a theoretical conception of a parallel-
ism of the secial world with the external phenomena of nature.
This must have been so with Petty, when he said in 1676 that the
lack of order in the administrative division of the country obstructs
“the Operations of Authority in the same manner, as a wheel
irregularly made, and excentrically hung neither moves so easily,
nor performs its work so truly as if the same were duly {framed and
poised”. It was quite natural for a member of the Royal Society
in its early years to write in this way. But more than a century
before Petty, William Cholmeley (1553\ compared the quantlty
of goods in a country with the water in a spring, saying, “As they
that stop the course of a river, and will suffer no man to fetch the
water from them, shall have more discommodity by the keeping
of the water than others can have by the lack of it, and yet in
short time it will break from them, malgre their heads . . . ;even
so, they that shall keep the commedity of their country from them
that have the thing that it serveth for shall at the fast {yea, and
that within a short space) be glad to let it have the right course,
and content themselves to be merchants to those where the
utterance of their commodities lieth most best.”” The author of
the Discourse of the Common Weal wrote roughly about the same
time, “Every man will seek where most advantage is, and they
see there is most advantage in grazing and breeding than in
husbandry and tillage . . . So long as it is so, the pastures shall
ever encroach upon the tillage, for all the laws that ever can be
made to the contrary.”

Curious as it may seem, in the course of the 17th century the
idea grew comnmon that it was impossible to influence the course
of economic life by means of legislation. Expressed in varying
terms and with changing emphasis, this is to be found in almost
every mercantilist writing. Axel Oxenstiecrna, with his laborious

¢ Starkey {sce above, note 19) 18 ¢ passim.—~Hales’ stateraent : pr. Lhscourse
of the Common Weal fed. Lamond, bevi).—Petty, Treatise of Tases, ch. 6 {Econ.
Writings 1 60).—Coke, Treatise 111 57.-—Davenant, Essgy upen the Eal India
Trade { Appendix to Discourses on ths Publick Reverues I1) 35.
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a::ld latinized mode of expression, wrote in 1630 on the manifold
disadvantages of the Swedish copper coinage, “They must well

be suffered in silence, propter edictum principis [i.e. on account of
the command of the prince], but'do not change opinionem hominum
et communem sensum {the opinion of human beings and sound
common sense]. On the contrary, although they arc occasionally
hidden, they break out when the opportunity offers and then
private individuals adapt themselves to them.” Lewes Roberts
connected the view with an apotheosis of the merchant who,
according to him, regulated “‘tasitly in his Closet the disorders
committed by mints and the oversights which the great affairs of
Princes’ necessities plunge them in; and thus creating to himself
and others of his profession a certain Rule and public Balance,
that shall serve as an equal Par and Standard of all Princes’ coins
whatsocver” (The Merchants Mappe of Commerce, 1638). Child
expressed the idea of the binding force of econom! - powers much
more generally and put it with his usual verbal elegance, “They
that can give the best price for a Commodity shall never fail t8
have 1t, nutwithstanding the opposttion of any Laws, or inter-
position of any Power by Sea or Land ; of such force, subtlety and
violence is the general course of Trade.” Davenant made the
degeneration of the human race responsible for it, but was no less
convinced of its validity ; he said, " Nowadays Laws are not much
observ’d, whicrh do not in a manner exccute themselves.” The
most lucid statement of this vicw is to be found in the report of
an English committee of the year 1622, on the subject of the export
prohibition on precious metals; it was probably written by
Thomas Mun, a member of the commitiee, as th~ same typical
formulation is to be found, in a somewhat weaker 12tm, at the
conciusion of his most famous book. The committee of course
made the tmport surplus responsible for the expor: of the precious
metals and said, “This is so necessarily true as that no law, no
treaty, no loss to the merchant, . . . nor danger to the exporter,
can prevent it, but if it be met with all in one part, yet it must
out in another . . . But if this waste of foreign wares be kept
within compass of our commnodities vented in foreign parts, then
though . . . the exchange go free at the pleasure of the merchants
contracting it, though . . . all men be suffered to carrv money
wherever he will, yet this over-ballan. e of our commodities will
force it again with an increase [of our stock by precious metals} oy
a necessity of nature beyond all vesistance” (my italics). ¢

 Petty, Pol. Arithm. ch. 5 {Econ. Writings T g01).—W. Cholmetey, “The
Requeste and Suite of a2 Truc-hearted Englishman®; repr. Tudor Feon. Docs.
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These examples taken from an innumerable host of others
demonstrate clearly the belief in the existence of a powerful, or
perhaps even complete, social causality, in a connection between
cause and effect which could not possibly be disturbed by any
measures of the politicians. Even in the heyday of laissez-faire,
when the “Heaven-ordained Laws of Supply and Demand”
prevailed, it would be difficult to find a more extreme expression
of the belief in the inexorable nature of economic Jaws as is
evident in the last quoted extract from the report of the com-
mittee of 1622. This notion of the ineffectiveness of legislative
interference was cherished not merely,where it was believed that
the latter stood in conflict with the inevitable course of nature;
it was far more universal.

The idea as such was indeed old. In fact4t has, perhaps, always
existed in some form or another, but it grew in practical import-
ance in the course of time. Sir Thomas More’s Utopia {1516,
English translation 1551), which did not represent a particularly
Yypical mercantilist point of view, had already emphaucally
underlined the fact that repressive measures against theft, murder
and vagrancy were useless, so long as the economic causes of these
evils were not abolished: “Let not so many be brought up in
idleness,”” he advised, “let husbandry and tillage be restored. let
cloth working be renewed, that there may be honest labours for
this idle sort to pass their time in profitably, which hitherto either
poverty hath caused to be thieves, or else now be cither vagabonds
or idle serving men, and shortly will be thieves. Doubtless unless
you find a remedy for these enormities, you shall in vain advance
yourselves of executing justice upon felons.” Sir Thomas More
also came to the same conclusion as was advanced down through
the ages as an argument against the infliction of the death penalty
for theft; that, put briefly, the danger of murder was increased,
because in this way the criminal lessened his risk without increasing
the penalty, The same belief in the economic and social causes of
crime lay behind the efforts of the Tudor and early Stuart periods
to make the employers let the workers continuc their work
whether it paid the former to do so or not. The pregccupation
with the causes behind soctal phenomena was also strong in other
spheres in the 16th century. The earliest of the essays ascribed to

11} 142 —Dusc, of the Com. Weal 53.—Ouxenstiernas Shr. o brefe. Sev. 1, 1 945 F -
Roberts 48.—Child, Discourse ch, 8 {1698 &d., 147).--Davrnant, Essay upon
-+ . Ballance of Trade (18909} 55, -~ tba2 report. extract in F. T, Durham, " The
Relations of the Crown to Trade under James I' ( Trans. Rop. Hisi. Soc. NS,
XIII, 1899, 244 notr 4} ; ¢f. Mun, Engl. Tr. ch. @t (¢d. Ashicy 119).
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Clement Armstrong, A Treatise Concerninge the Staple (cirea 1519/35),
states that the “lords in England”, when listening to complaints
regarding the evils in society, “never search to the original cause
. what i3 the very root of lthe whole need, necessity and
scarcity of the whole realm”. In almost the same terms Starkey
demanded (1538) that “we must study to cut away the causes
. and not only punish the effect, as we do cbmmonly”. In the
Polices to Reduce This Realme of England unto a Prosperous Wealthe and
Estate (1549), the idea is applied to pricing policy: ‘It is not the
setting of Jow prices that will any thing amend the matter. But
it must be the taking away of the occaston of the high prices’—
an insight into the facts’ which had evidently not yet been
gained in the system of price regulaton adopted during the first
World War. )

As usual the argument was expressed most clearly in the Dis-
course of the Common Weal [1549). The detailed philosophical
theory of causation, with 1ts practical application to economic
phenomena, which forms the introduction to the third and lag
dialogu- o this remarkable work., is really worth reproducing in
full, but this wouild take up too much space. We extract the
following passages in illustration: "As in a clock there be many
wheels, yet the first wheel being stirred, it drives the next, and
that the third, t1]] the last that moves the Instruments that strikes
the clock. So in making of a house, there is the master that
would have the house made, therc is the carpenter, there is the
stuff to make the house withal. The stuff never stirs tiil the
workmen set it forward. The workman never travails, but as
the master provokes him with good wages [sic]; ard so he 1s the
principal cause of this house making. And this caus is of clerks
called efficient, as that that brings the thing principally to cffect;
persuade this man to let his building, and the house shall never
come to pass; yet the house can not be made without stuff and
workmen.” *“‘Some think this dearth begins by the tenant, in
seiling his ware so dear; some other, by the Lord in raising his
land 50 high ; and some by those Inclosures; and some other, by
raising of our coin and alteration of the same. Therefore some by
taking some one of these things away (as their opinion served
them to be the principal cause of this dearth}, thought to remedy
this; but as the trial of things showed, they touched not the cause
efficient or principal, and therefore tueir device t0.0k no place.
And if they had [penetrated to the main cause] the thing had been
remedied forth with; for that is proper to the principal cause,
that as soon as it is taken away, the effect is removed also.” In
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this way the author came to demand the creation of favourable
conditions for tillage.*

It goes without saying that such ideas did not peter out in the
subsequent period. Remarks ofl writers in the later 17th century
are so similar to these, that to reproduce them would almost
amount to repetition. Cary {1695) regarded the prohibition
against the import of Irish cattle as the cause for the institution
by the Insh of woollen manufactures, which entered into com-
petition with the English-—the worst possible thing that could
occur; “Since we refuse to take the Flesh,” he remarked, “they
chose to keep the Fleece.” The author of Britunnia Languens
(1680) pointed out like his predecessors the uselessness of legis-
lating against vagrants and criminals so long as the causes were
not removed. Stagnation of trade, he belieyed, in agreement with
Sir Thomas More, led to the outbreak of crime. Later still {1728),
Defoe explained Algerian piracy on geographical and psycho-
logical grounds, which ‘‘made them Thicves and Robbers as
gaturally as Idleness makes Beggars”. Child's analysis of the
population problem, and more particularly his discussion of
interest, shows how anxicus were people to comprehend social
hfe, and especially the economic side of 1t, as a mechanism bound
fast by laws.*®

To people of the time, there were two great outward reasons
inducing them to search for a causal interconnectionin the sphere
of economic life. Their mental horizon, in fact, was dominated by
two phenomena whieh appeared paradoxical to them. How was

¥ Mare, Utopna (Robinson’s trans. 15513 Bk, 1 (Everyman's Library
afi, 28). —[Armstrong], “Treatise” : repr. Tudor Econ. Docs. 111 g4. —Starkey,
Dialogue 171.--"Polices’’: repr. Tuder Econ. Docs. 111 340, cf. 941, —hsr.
of the Com. Weal gB-101.

® Cary, Essay on the Stale of England 101.— Britannia Languens chaps. 7and 14
{ist ed. 97, 254).—Deloe, Plan of the English Commerce, Part 1 ch, 2 (icpr.
Oxford 1928, 249).—In my opinion Professor Tawney is therefoie mistaken
in the latier part of the following passage (Religion and the Ruse of Capitalism ag1)
“Tudor divines and statesmen had little mercy for idle rogues. But the former
always, and the latter ultimately, regarded pauperism primarily as a social
phenomenon produced by economic dislocation. . . . Their suceessors after
the Restoration were apparently quite unconscious that it was even vonceivable
that there might be any other cause of poverty than the moral fatlings of the
poor.”” To my knowledge, there was no other distinction hetween the earlier
and the later conception of the causes of pauperism than this, that unlike the
earlier, the later did not blame it on to the moral shortcomings of the em-
pioyers; moreover, they were perhaps even more inclined to quote poverty
and vagrancy as a proof of the usefulness of their particular cconomic panaceas.
Cf. also D. Marshall, The English Poor in ths Eighteenth Century 21, 27, 37 .



NATURE OF MERCANTILIST CONCEPTION OF §OCIETY gi5

it possible that Spain, in possession of the “treasure” of the whole
world, could grow so poor that it had to see its “treasure” flowing
away from it before its eyes; and how was it possible that being
almost the only gold- and silveddproducing country in the world
Spain was forced on to a copper standard? And how, on the other
hand, could the Netherlands, a tiny couniry without any natural
advantages in production worth mentioning, which shortly
before had appearcd to be fighting a hopcless battle with the
first power at that time in the world, acquire as if by the stroke of
a magic wand the largest commercial fleet of the whole earth,
and become superior in competition to all other nations in trade,
shipping, fishing and colonial power? Tlhese two facts gave an extra-
ordinary fillip to thought on economic matters in the 17th century.

In the first place, men were interested in nothing so much as
in trade supremacy, and these two phenomena showed that it
was impossible to deduce economic results in tha field from the
simple obvious facts. They illustrated how much a country could
gain and how much it could lose, and how far such gain or loes
could Le dependent of external dircumstances. Men became
conscious that every country was subject to the possibility of such
changes. On 1he other hand, the fundamentally static outlook
was s0 deeply rooted that these considerations stimulated no
dynamic points of view. Nobody reflecred that there was some-
thing to be gained in the development of shipping, commerce,
and colonization for all European countries together, The
attitude to economic matters was national and not international.
But fateful as was this limitation (discussed more fully in the
second part of the present work), the rontemplati .n of the inter-
connected nature of economic phenomena had in 1°-¢lf effects of
a general character. The contrast of the Netherlands and Spain
stimulated speculation on more fundamemal problems. It
compelled people to think of economic phenomena as such. Thus,
for example, the low level of interest in the Netherlands and the
superiority which this appeared to give to the Dutch led to
discussions on the problem of interest, which gracually paved
the way to a better insight into the question. And even before
this, the questions of what makes a country rich or poor in
general were broached, in other words the effects on the wearlth
of nations of quite a host of import:nt economic relavonships,
such as the quantity of mouney, the population total, industry,
thrift, liberty of trade and toleration. Nobody can deny that,
outward changes, connected with intellectual liberation, made
people “‘think furiously” under mercantilism.
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CONTRAST BETWEEN! MERCANTILISM AND
LAISSEZ-FAIRE

After this survey of the constituent elements in the mercantilist
conception of society, we now arrive finally at the problem
broached at the beginning of this part. How was it possible that
of two outlooks with so much in common as mercantilism and
latssez-faire, the one stood for the most £xtreme state interference
with economic life, while the other was opposed to any activity
on the part of the state beyond that of protecting law and order?
Or again, how could the belief in a naturally determined course
of cvents, an almost mechanical causality, be combined with
attempts at an all-embracing system of encroachments and
regulation? And how were these endeavours reconcilable with
the belief in social liberty?

There 1s no uniform reply to this complex of questions. The
most important factors which can be marshalled in explanation
are the following.

The treedom of trade and the harmony of interests of different
countries, slogans which the mercantilist statesmen brought out
when necessary, were obviously not always taken literally by
them. Very often it was merely a question of beautiful phrases
ready at hand to serve some particular interest or other. There
can be no bridge over the gulf between the noble sentiments of
trade as a means for the fraternization of mankind, to whick
Colbert referred in his company charters, and the idca of a
perpetual trading war in which these companies, as he at the same
time impressed upen his monarch, were to be the most important
weapons. It is out of the question that Colbert himself could
have been blind to so patent a contradiction. The correct and
not very difficult explanation must be that the two points of view
served different ends. The object of the first wes to gain new
participants and intercsted parties for the new structures, while
the latter was the real motive behind the policy which was actually
intended to be pursued in practice, The cosmopolitan ytterances
of Colbert merely demonstrate that with his theory he wished to
evoke a response in certain quarters. In other words, the notion
he expressed was widespread, even though it did not correspond
to the opinion of the individual who uttered them.

But this is by no means the complete explanation of the problem,
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In by far the majority of cases we gain the definite impression
that the persons speaking or writing really believed what they
uttered. T_hls does not suggest that their outlook was free from
contradiction; in many respecfs their argumenis were contra-
dictory and confused, for reasons that are not far to seek.

The first _contradiction consisted in the jconnection of the
attempts to increase trade in general and foreign trade in par-
ticular with the ceaseless striving to obstruct imports. The reason
for it is this. It was believed to be possible to export without
involving corresponding import, i.e. it was overlooked what
effect an import surplus,of precious metals must have on the
exchange relationship of both countries, as explained in the
fourth part. There was another contradiction when attempts
were made to revive trade and on the other hand, equally cease-
less attempts were made to prosecute a commercial war. ¥rom a
purely theoretical point of view this was not absoluwely impossible,
but in the actual circumstances, there was an equally great, and
perhaps even greater, antinomy. The explanation for this dilemnfa
was that tne mercantilists were interested only in the trade of
their own ountry, both that which it had already acquired and
that which it still hoped to acquire from other countries, hardly
giving a thought to world trade. In point of fact, however, the
trade of all countrics certainly suffer:d enormously from the
blockading measures brought on by commercial warfare, the
bellum omnium inter omnes. The obsession with power also had this
result, that interest was taken not in the absolute total of commerce
nor in the utility which it represented to the inhabitants of a
particular country, but only in the suprriority gained over other
countries, irrespective of whether there was no absol.te increase
at all or perhaps even an absolute decline. They were satisfied so
long as there was a relative incrcase. To this extent the interest
in expanding trade was, so to speak, purely technical; in so far
as real progress in trade was desired, the contradiction was
mainly insoluble.

However, these two factors—hypocrisy and logical inconsistency
—together do not yet explain the enormous contrast beween
laissez-faire and mercantilism, in the practical results which they
arrived at from the point of departure which was largely common
to both. The true explanation liesin th fact that a beliet 1n social
causality permits of both conclusions alternatively, though con-
tradictory to one another.

More particularly in its original form, but also later asa
politically influential world outlook, ¢conomic liberalism meant
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literally the belief in physiocracy, ¢daayparie the government
of nature, or a harmonia praestabilita, a predetermined harmony
inherent in the nature of ec?nomic phenomena themselves.
Though few facts in the history of modern thought are better
known, the idea may be summed up in a few sentences. The only
requirement for the realization of this harmony was believed to
be that it should not suffer interference from without. Even the
somewhat later and more acute thinkers, such as Ricardo and
Malthus, who perceived much disharmony in the unfettered
evolution of economic forces, did not in general believe that
anything could be gained by interference. The older and less
sophisticated liberals still believed in an harmony as the outcome
of economic phenomena, bound by immutable laws. Even before
Adam Smith, Anders Chvdenius in Sweden-Finland had stated,
in 1765, that if all encroachment by the state were to cease, “the
gain of the individual and of the nation would fuse in a common
interest’’. Adam Smith himself reveals his opinion in his statement
dit the “invisible hand”, through which every individual was
made to serve the general weal, even though he pursued his own
interest without any such end in mind. How laissez-faire arrived at
this attitude, and to what degree such an attitude was uniform
in it, belongs to the history of economic ideas and economic
policy affer mercantilism. What we are to do here 1s to point
out the contrast between the mercantilist and the laissez-faire
outlooks.! -
Mercantilism embraced the opposite conception, According
to one’s attitude towards laissez-faire it may be said either that
mercantilism did not penetrate to this view, or that it avoided
this form of social superstitution. How was this posstble? 'The reply
is simple. If every social phenomenon is regarded as the working
out of fundamental forces, this does not necessarily mcan that
those same forces bring about a faveurable result for soctety without
interference from outside or from above. This idea was expressed
pregnantly by a late mercantilist, Sir Francis Brewster, in
1702. “Trade indeed,” he said, “wlll find its own Channels, but
it may be to the ruin of the Nation, if not Regulated.”t The
same idea was implicit in most observations witk regard to
social causation, e.g. in the statement presumably originating
in Mun before the English commercial commission of the year

! Chydenius, Den Natwnnale Wunsten § 31 (Politiska skrifter, ed. E. G.
Palmén, 133; Lng. trans.,, The Naitenal Gain, cd. G. Schauman, Lond. 1931,
88).-—Adam Smith, Wealth of Nations Bk. 4, ch, 2 (Cannan ed., T 421}

¥ Brewster, New Essays on Trade, 61.
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I 622, quc!tc'd above (311). A laissez-faire adherent would certainly
interpret it in the sense of a natural harmony, but the mercantilist
by this argument meant nothing more than that interference
should be.dlrcctcd at the cause and not against the effects, at
the maladl'cs and not against the symptoms ; in other words, that
the result intended could be obtained on the gssumption of suttable
interference but not otherwisc. Petty said, in another quotation also
reproduced above (309), that it was not possible “to persuade
Water to rise out of itself above its natural Spring”. The words
italicized here show that he did not consider it altogether impos-
sible, but believed that water could be induced to do this, if
proper measurcs were taken. In this he was perfectly correct both
literally and in the metaphorical interpretation,

Social causation in.the eyes of the mercantilists was thus not
automatic. On the contrary, there was an innumerable number of
tasks awaiting the statesmen who wished to influenc.e this causation
in the direction of any objective which he had in view. Mande-
ville’s observation, also quoted above (2g3), that private vices
could be transformed into public benetits, he it noted, “by the
dextrous management of a skilful politician”, put the idea in a
nutshell, Even a hundred years before, Bacon had made the same
observation, and this, indeed, as a final outcome of his study on
the greatness of states. “To conclude,” raid Bacon, ““No Man can,
by Care taking {as the Scripture saith) add a Cubit to his Stature;
in this little Model of a Man's Body: But in the Great Frame of
Kingdom, and Common Wealths, it is in the power of Princes, or
Estates, to add Amplitude and Greatness to their Kingdoms. For
by introducing such Ordinances, Constitutions au! Customs, as
we have now touched, they may sow Greatness, to their Posterity
and Succession. But these Things are commonly not Observed
but left to take their Chance.” Becher, too, attacked the neglect
to institute some regulation and the absence of any attempts to
guide the cffective forces along the desired road, and, indeed, he
did this in a particularly interesting sphere—that of the choice
and distribution of professions, a task which Elizateth’s Statute
of Artificers had tried to solve in England. Becher’s remark at the
commencement ol his greatest and most 1mportant work (1667)
runs, “Nothing appears to me to be more remarkable than that
no attention is paid in many places t these most difficuit points
and that every man carries on in the way he can, doing as he
wishes, corrupting and causing a hundred others to corrupt;
whether he succeeds to the good or ill, rise or fali, of the com-
munity, no one questions.” That the desired choice of profession
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could be the effect of the natural free play of economic forces was
an idea that apparently never entered Becher’s mind.

And so finally the logical conclusion was reached over which
the laissez-faire opposition of thd 1gth century made merry. An
ordinance of the court chamber of Baden in 1766, for example,
declared, “Our prmccly court chamber is the natural ward of
our subjects. It is in its hands to guide them away from error and
lead them on to the right path and to teach them, even against
their own wills, how they are to institute their own households.”?

The expression “‘liberty” naturally included, as we have already
seen, entirely disparate things. Malynes gave the idea that liberty
was enurely reconcilable with regulation by the state a happy
expression when he wrote of the really fettered medieval trading
organizations, “‘Such was the free trade of this kingdom in those
days, wherein the subjects of all sorts upon all occasions might
freely participate under government” {my italics).

Likewise, the glorification of the merchant’s calling did not
mean that business men could be left to themselves, Sir Thomas
Gresham, endowed with more commercial instinet than most of
his contemporaries, expressed his view of their function in a letter
to Cecil (1560) in the following terms, “As the merchants be one
of the best members in our common weal, so they be the very
worst if their doings be not looked unto in time; and fosced to
keep good order.”’ Later it fell to Colbert in particular to temper
his declarations on the blessings of freedom of trade with
reproaches and warnings to the merchants for their incapacity
in every respect. In particular he impressed upon them the neces-
sity of subjecting their petty daily interests to the interests of the
state or the whole, and even disputed their ability to sce their
own advantage. ‘“We must overcome the opposition,” he said,
“which the merchants put forward against their own advantage.”
“The merchants think only of their own activity and of the
facility for selling” ; “it is also necessary that you (the intendant
in Bordeaux) devote yourself to the study of the trivial interests
of the merchants, who pay no attention to anything but their
private trade, in order to see what is good and advantageous for
the general trade of the kingdom™ (ail together in 1670}, and so on,

Among the English writers of the 17th century, most of whom
came from merchant circles themselves, the tone was naturally

* Bacon, Enays, No. 29 in the 1625 cdn. (ed. Wright, 130). —Becher, Polut.
Dhscurs Erster Vorsatz (1679 edn. g f.).— Ordinance of the Court Chamber of
Baden: quot. Schinoller, Umrizse wnd Untersuchungen, 303.

* Malynes, Lex Meyealoria, Part 3, ch 20 (15t edn. 4g96),
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rather diﬁ'cren-t. The underlying idea, however, was the same
amongst p.rarftlcally all of them, that, in fact, the profit of the
merchant in itself was no critcrjon of the profit of the country,
but on the contrary, the profid of the individual could be the
country’s loss and vice versa, Mun distinguished carefully in his
most famous book between the commereial gain of the country,
of the merchant, and of the King, and reckoned with the possi-
bility that any one of these three could realize a profit while one
of the other two and even both suffered loss. Even so pure a
representative of the merchant interests as Child started out from
the anti-laissez-faire premjse that “all Trade will be less gainful
to Individuals, though more proftable to the Public”. In another
connection, he said that all classes of society participated more or
less in the profit resulting from great trade, “whatever becomes of
the poor Merchants”, The latter were thus represented as the
martyrs of sociely in most marked contrast (o the view of Adam
Smith and his “invisible hand”. The German writers, who were
further removed from practical activity in the business worl,
drove the view concerning this dissimilarity in intercst to its
exireme. Hérnigk, Becher’s brother-in-law, belicved, as was
already stated in Part IV, that a mining concern which brought
in only half the costs of production was a fitty per cent profit lor
the kingdom, although he made it :juite clear that such an
enterprise would lead to the immediate ruin of a private business
man. The principal difference between the commercially-minded
English and the suspicious continental mercantilists was, perhaps,
that the former were rather apt to believe that merchants were
sacrificed 1o state interests, while the latrer feared .he contrary.®
It is thus clear how the mercantilists could « mbine their
view of a society determined by inexorable laws witls their faith
in the necessity of state interference, and why they did not hesitate
for a moment to draw this conclusion. It may be asserted that 1t
was precisely their general conception of suciety which lcd_ them
to even greater ruthlessness than would have been possible witheut
the help of such a conception. In their general view ulsociety, they
had rationalized the whole social tangle, but had not arrived at
a belief in an immanent social rationality. Thus they beliel\-cd
themselves justified with regard to interference and, in addition,
believed in its necessity, without be' .g held back by a respect
for such irrational forces as tradition, ethics or religion. The net

5 Burgon, Lif¢ of Sir Thomas Gresham 1 335 note.—Letires de Colbert 1 535,
573 59!3.-—~-Mun, Fngland’s Treasure by Forrmgn Trade cl:l, 7 —Child, New
Discourse of Trade, ch. 1 & g {1698 edn. bg and 165 f.).—Hornigk: see above 164.
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result was what we have shown, the precise contrary to a liberal
cconomic policy, in some respects even more contrary to such a
policy than the medieval had been.

This is not to deny that advaticed laissez-farre arguments also
occurred here and there even before the end of the 17th century,
and this, indeed, .even in authors who in other respects were
purely mercantilists. And this is not unnatural; for however
clearly it could be shown that social causation and state inter-
ference could go together, it was still but a small step from the
conception of an existing social causal interdependence and a
mastery over nature in social matters tq the conception that such
interdependence had an inherent rationality which ought not be
disturbed. The general dominance of the idea of natural right was
calculated to add fuel to such arguments. -

Even around the middle of the 17th century there were
occasional utterances arriving at this conclusion, one of them to
be found in the remarkable pamphlet, 4 Vindication of a Regulated
Bhelosure {1656), written by J. Lee, a country clergyman during
the Protectorate, to whom Professor Tawney has called attention.
It is observed there that, *“The advantage of private persons will
be the advantage of the public.” It was Sir Dudley North in 16q1,
with his epigrammatic brevity, who gave the clearest expression
of this view before the end of the 17th century. His short pamphlet,
however, remained entirely unknown; and it is nat even certain
that it was cver published. What it put forward, moreover, had
really very little to do with mercantilism. It is much casier to
see the struggle between old and new ideas in a typical eclectic
thinker such as Davenant. He said {1697}, **The Wisdom of the
Legislative Power consists in keeping an even hand, to promote
all, and chiefly to encourage such Trades, as increase the Public
Stock, and add to the Kingdom's Wealth. Trade is in its Nature
Free, finds its own Channel, and best directeth its own Course:
And all Laws to give it Rules, and Directions, and to Limit, and
Circumscribe it, may serve the particular Ends of Private Men,
but are seldom advantageous to the Public. Governments, in
relation to it, are to take a providential Care of the whole, but
generally to let Second Causes work their own way'; and con-
sidering all the Links and Chains, by which they hang together,
peradventure it may be affirmed, That, in the main, all Traffics
whatsoever are beneficial to a Country.” The beginning and
conclusion of this argument—which is possibly the one against
which Brewster directed his attack-~certainly do not hang
together particularly well, and Davenant’s hesitation is unmistak-
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able, In general the new conception, which went so far in its
!)elicf in the domination of natural laws in society that it believed
in an immanent reason in the free play of forces, belonged to a
later period. It is a major factdr in the struggle between mer-
cantilism and laissez-faire, or, as we may say perhaps with equal
Justice, in the fransition from mercantilism to laissez-faire.$

In addition, by no means all that characterized the above-
described mercantilist conception of society was born of the same
spirit as that of laissez-faire. The essential achievement of {aissez-
JSatre rested on the fact that it had an eve to the human. On this
practical point it was polgs apart from mercantilism, at least as
much as it was in its specific economic theory. The humanitarian
or philanthropic spirit growing towards the end of the 18th
century, though it took it almost a century to prevail in legislation,
was one of the powerful forces which put an end to the mercantilist
system, In this there was in fact a fundamental har nony between
—to keep to English names —political Liberals {or their equivalent)
like Adam Smith, Bentham, Romilly, and Malthus on the one side
and Conservatives ke Wilberfurce, Sir Rohert Peel (the “cotton
loed™), and Lord Ashley {later Lord Shaftesbury), on the other,
struggling against pauperism, the Law of Settlement, the slave
trade, negro slavery, the abuse of child labour in the factories and
the mishandling of children in the sweat shops, the truculent
criminal laws, and an infinity of other things, regarded with good
will or indifference by an carlicr age.®

Mercantilistn had, as we saw, at any rate two aspects, the one
pointing to liberalism and the other to its precise ~pposite. The
question then arises which of the two was the mor- important;
and there can certainly be no doubt that the latter was. Of the
liberal aspect of mercantilism in its heyday, there ~.-ere only a few
factors actually operative, the interest in the new entrepreneur,
the emancipation from ethics and religion, and the tendency to
make private interests serviceable to the community. All these,
however, faded into the background behind the conception that

® J. Lee, *Evragia 1o “dypor, or A Vindication of a Regulated Inlusure (Lond.
1656); cf. Tawney, Religion and the Rise of Capitalism 25g.~ North, Discourses
upon Trade, Introdn. (15t edn. viii; Reprint of Econ. Tracts, ed. Hollander, 13).
—Davenant, Essay upon the Fast India Trade "Appendix to Disc, vr, the Publ.
Revenues 11 1608) u5 £

7 CF esp. Dicey, Relation between Law and Public Opinion 106-10, 187,
go2 (., and D. Marshall, The English Poor in the Fighteenth Century: *'a new atti-
tude towards the under-dog was coming into bemng™ 153, oL 53-0, 104, 153,
1591f.).
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it was necessary to rcgulatc economic activity according to certain
doctrines of economic policy, a concept precisely most specific in
mercantilism, and therefore at the antipode to laissez-faire. All
talk of “liberty” was, in the {nain, music of the future. The
reality consisted in enforced subjection to an economic system
taken over from previous centuries and, over and above that, in
mercantilism—to repeat the division of the foregoing parts—as a
system of power, as a system of protection, and as a monetary
system, However much the mercantilists themselves felt emanci-
pated from tradition, in practice they were, gencrally speaking,
caught in its net. In the general conception of society, as also
in the striving after unity, liberalism was the executor of
mercantilism, In the economic and humanitarian spheres, it
became the conqueror—that is, of course,.only for the duration
of its own spell of power.



CONCLUSION

AFTER MEI}CANTILISM

Another book would be required, at least as extensive as this,
to clucidate the history of economic policy after mercantilism.
This brief conclusion does not aspire to such an end. It will only
try to outline the contours of the development after mercantilism,
More particularly will it show the fate of the ideology peculiar to
mercantilism in the later period.?

Great power for the state, the perpetual and fruitless goal of
mercantifist endeavour, was translated into fact in the 1gth
century. In many respects this was the work of laissez-faire, even
though the conscious efforts of the latter tended in an entirely
different direction.

The result was attained primarily by limiting the functions
of the state. which task laissez-faire carried through radicall.
The maladjustment between ends and means was one of the
typical features of mercantilism, but it disappeared once the aims
were considerably limited. In laissez-faire they consisted, indeed,
only in certain elementary and unavoidable functions of {oreign
policy, defence, legislation, and the w.dministration of justice,
rnicknamed by Carlyle “Anarchy plus the Constable”. Dis-
obedience and arbitrariness, unpunished infringements of the
law, smuggling and embezzlement flourish particularly under a
very extensive state administration and in periods of continually
changing ordinances and interference *vith the cousse of economic
life. It was because the régime de Pordre bore this -apress that
disorder was one of its characteristic features.

On the other hand, it is also evident that through the mere
disappearance of mercantilism, the state did not indeed become
stronger, but merely less pretentious. In actual fact, however,
there was also a direct tendency making for increased power of

! The subject of these concluding remarks is naturally far too great‘for
detailed reference. T may. however, call attention to an acute and stimulating,
though not always well-founded or weil-balanced, crniticism of fﬂiss:'z-falrz
from the standpoint of the theory of cognition, by a Swr:d_ish econ ymist, G.
Myrdal, called in its German edition Das por che Element in der nationalokono-
mischen Dokirinbildung (Berlin 1933).—In the light of quite recent events, I have
touched upon some of the leading ideas of these few pages in an article called
“Planned Economy Past and Present” (/ndex, ed. Svenska Handelsbanken,

May 1934).
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the state. And to this lafssez-faire contributed, even though it was
not the sole deciding factor.

The achievement of laissez-faire in this respect consisted in its
unifying work, already outlinedgin the concluding chapter of the
first part. After all the thousand-year-old relics of medieval
disintegration had disappeared and the territory of the state had
been subjected to a uniform code of regulations, carried out,
moreover, by common agents, it was so much easier for the organs
of state administration to enforce compliance with their wiil.

At the same time, these agents themselves underwent a funda-
mental transformation through the rise of a paid bureaucracy or
Civil Service, both in central as well as in local administration,
On the continent, the foundations of this had been laid long
before, particularly in France, Sweden, and Prussia, as the fore-
going has illustrated. In these countries the metamorphosis
really consisted in the uprooting of the confusion of the ancien
régime, which had made itself felt in all spheres. But in England,
the model country of the new era, conditions were different;
there, there was still very much to be made up for in the field of
administration. In central government 1t was only under larisez-
Jaire that an effective bureaucracy was built up in the form of the
Civil Service, although that had little in common with the
conscious objectives of lauser-farre. In this was manifested a sound
practical instinct. In lucal administration, the change in England
did not, 1n the main, come about till after the pertod of laissez-faire.

In any case, the consequence was that the state, considerably
limited in its functions, acquired far more efficient weapons than
the more extensive state had ever had. For this reason, the last
century is above all the century of effective administrative power,
The experience of the first World War proved this quite dearly,
for states were then in a position to apply even such measures as
had never been considered possible under mercantilism. Witness
to this the effective blockade of the Central European powers,
which need only be compared with the ineffective Continental
System of Napoleon, and similarly with the export prohibitions on
precious metals, which in the earlier period had been regarded
as entirely impracticable.?

To say that the organization of administrative powetr was not
the conscious objective of faissez-faire is not to imply, as unfortu-
nately it is 50 frequently made to do, that laissez-faire was antago-
nistic to the state. It was not ; for to limit the scope of an institution
i3 not to reject it. Such limitation is ¢ alculated rather to strengthen

1 Heckscher, The Continentaf System gbbr-1.
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it a.nd in fact, laissez-faire did strengthen the state. There were two
:,;oma] phe_:nqmena, not one, of which laissez-foire approved and
mcl!.tdcd in 1ts calculations : the individual and the state. What it
denied and overlooked were all the social structures within the state
tha-t stood. between the two. In fhis respect it was “atomistic”.
This apphcd to the traditional corporations, local institutions
and ordl‘natry societies, professional and class associations, and
mf:-nopol.lsnc organizations. As a practical economic policy,
laissez-faire attacked and rejected such institutions as purposeless
and dangerous, It also condemned them in its capacity as an
economic theory. It belieyed that they owed their existence only
to irrational interferences, that people if left to themselves would
recognize the uselessness of them—at least this was the English
version of laissez-fairs as expounded on these points. A most
typical expression of this laussez-faire view of society is Ricardo’s
famous and epoch-making theory of foreign trane. Its point of
departure, in fact, was the assumption that the factors of pro-
duction +vithin the limtts of the state were freely and “‘atomistie-
ally’”’ mobtle, and capable of the most profitable application, but
that they did not go beyond the boundaries of the state in any
circumstances, i.e. had no international mobility at all. This
furnishes an illustration of the conception of society which took
cognizance only of the state and the inlividual.

It cannot be said that, in its condemnation of the corporations,
laissez-faire distinguished itself vitally from mercantilism, This
outlook on social life was a heritage adopted from the pre-
laissez-faire cra. The two tendencies parted in their judgment on
the question of how far these corporations, disliker’ 1w both, could
be done to death. In this laissez-faire was more radic !, but it was
seen that mercantilism showed more accurate judgment with
regard to the gencral vitality of the corporate ins.itutions.

It requires no elaboration to show that mercantilism and
laissez-faire parted ways in their conception of the relationship
between the statc and the individual. But laissez-faire may easily
be misunderstood also in this connection.

In mercantilism the individual was subordinated to the state
unconditionally ; he was solely a tool for the implementing of its
aims. In laissez-faire be was not the reverse, although it might
easily appear so. This is manifest i+ many points, first in the
efforts to secure the integrity of the state’s efficiency in the
spheres rescrved to it, in which connection Adam Smith’s criticism
of the colonial government of the trading companies is one
example among many (v.5. I 453 £.). Secondly and more important
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“free’ economic life, i.e. without the interference of the state, was
by no means to become a playground of individual interests. The
state and the individual cach had its functions to fulfil, They were
both equally in the service of a third party, the latter being the
“community”. This vitally important concept was thought of as
the common intergst of all the inhabitants of a particular social
unit, which was not bound to any state or corporative organiza-
tion. The slogan of Bentham and the utilitarians: “the greatest
happiness of the greatest number”, was a description of the
interests of the community. “The Heaven-ordained Laws of
Supply and Demand™? were to bring about the same resuit, and
it was thought that they were capable of doing so by their own
inherent powers. Laissez-faire was thus just as much preoccupied
with the common interest as was mercantilism. But the collective
good which it adopted as an objective was constdered the sum total
of the interests of all individuals, to be attained in a particular
manner. Regarded in this light, even the state was to be subordi-
ntted to the community.

This provides the chief explanation for the attitude of laissez-
Jaire towards the workers. It should by no means be denied that
among the laissez-faire-minded employers, and the paliticians
greatly dependent upon them, class interests also played their
great part. But to ascribe such considerations to the thinkers who
established the foundations of laissez-faire is to distort the facts.
This holds good both for the philosephic, pnmarily philosophico-
legal, tendency initiated by Bentham, as weil as for the school of
lasssez-faire economists, To keep to the latter, we need only
quote Adam Smith. Again and again he expressed his frank
sympathies with the workers and his preference for high wages, as
for instance in the following passage: ‘“What improves the
circumstances of the greater part can never be regarded as an
inconveniency to the whole: No society can surely be flourishing
and happy, of which the far greater part of the members are poor
and miserable.” Malthus’s practical programme was intended to
raise the standard of living of the working classes by limiting the
number of their children. With regard to the mercantilist ideal of
a2 country becoming rich through low wages he exclaimed:
“Perish such rickas !’ The idea underlying his remarks recurs in
Ricardo, when he said, “The friends of humanity cannot but wish
that in all countries the labouring classes should have a taste for

¥ “The Heaven-ordained Laws of Supply and Demand™ : J. Stirling, Trads
Unignigm  (Glasgow 186g) 45. queted in 8. and B. Webb, Indusirial
Democracy (Lond. 1897) 11 652,
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comforts and enjoyments, and that they should be stimulated
by all legal means in the exertions to procure them. There can-
not be 2 better security against a superabundant population,’’4
Both schools of early Jais:ez-fiiu adherents identified them-
sclves without reserve with the humanitarian tendency, which
was a major point of contrast to mercantilism. In this respect,
Malthus and M:mdeville, for example, provide profitable com-
parison,

The new school sympathized with the workers, but only on the
condition that they fulfilled thels tasks in the service of the com-
munity and the general good. Everything was to be at the disposal
of the nation as a whole in 115 capacity of consumer. All producers,
and above all the workers, had to subject themselves to this higher
common function. Fram this there proceeded a grand indifference
towards all such individuals and groups as had nothing to offer
in the service of this ideal; particularly hard weie they on those
who did not even want to offer anything. When, finally, the organi-
zations of the workers and the interference by the state in thar
interest were regarded as uscless and even harmful, it may easily
be understood that the laissez-fatre economists and philosophers
were not very popular with the working classes. But we must
beware of the serious historical errors which can easily arise
from this.

The general aversion of laissez-faire to interference by the state
emanated in the first place, among its theorists, from a purely
cconomic interpretation of economic phenomena. Any one who
reads Adam Smith without bias sees most strikingly the purely
economic motives of the laissez-faire principles in L., He wrote,
for example, “Every individual is continually ex~v ing himself
to find out the most advantageous employment tor whatever
Capital he can command. It is his own advantzge, indeed, and
not that of society which he has in view. But the study of his own
advantage naturally, or rather necessarily leads him to prefer that
employment which is most advantageous to the society.”s The
explanation is simple. The correlated factors usually discerned
to-day in the theory of pricing can, in a simple econemic theory,
very easily appear ideal for the purpose. It is true we must assume

4 Adam Smith, Wealth of Nations Bk, 1 ch. 8 (ed. Cannan, 1 80) -Malthus,
Principles of Political Economy {2nd edn., Lonw. 1836) 214. The same trend of
thought can be found amplified in the Essay on the Prinaple of Population, csp.
chs. 4 & 13 of Bk. g.—Ricardo, Principles of Polstical Economy and Taxaison
{qrd ed., 1821; Works and Corresp., ed. Sraffa, Cambr. tyq1, I 100)

¥ Weaith of Nations Bk. 4 ch. 2 {ed. Cannan, I 41g).
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for it that a social maximum arises if the objectives are achieved
which each individual sets for himself and which they can attain
with their given incomes. Here is not the place to discuss the
validity of this idea. What we Qave to determine here is simply
that this conclusion is very tempting when investigating elemen-
tary economic factors and that latssez:faire economists could easily
believe that they deduced their economic pohcy directly from an
analysis of economic phenomena.

The ideclogy fell into difliculties only when economic develop-
ment, irrespective of interference from without, led to results
whlch were disliked, or even regarded as a great misfortune for
society. To the Zm.sse.zfa:re economists there were primarily two
problems in this connection, both closely interdependent. The one
was the tendency to over-population, demonstrated by Malthus.
But the danger of over-population could not very well cause the
problem of state interference to arise, for in the first place, over-
population could be counteracted by individual action, and in
the second place, any interference from above imvohved great
difficulties. It was quite different in the second case, namely the
theory of rent. Ricardo’s view of economic development was
dominated by the idea that where production and pepulation
were increasing, an ever-growing portion of the income of the
community went into the pockets of landowners in the form ot
rent. One might have assumed that this view of the probable
development would have led Ricardo to the practical conclusion
brought forward later by Henry George and his school, i.e. the
confiscation of all renits. It was all the moie tu be expected since,
like the followers of Henry George, Ricardo regarded the develop-
ment which he foresaw with particular alarm, But throughout his
life Ricardo confined himself to attacking the duties on corn,
which were calculated to raise rents unduly ; he did nothing more
than that, although he was a radical not only in matters of
thought but also in party politics, and belonged always to the
extreme left in Parliament. Why? It is difficult to find a more
plausible explanation, than that he did not consider himsell
justified 1n instituting an attack on the unlimited right of private
property. In any case this acquicscence in a result which he
dreaded was almost the only point that was not susceptible of
direct explanation from the economic point of view of lafssez-faire.
The explanation is to be sought, in this case, in something non-
economic, in Ricardo’s conception of what he considered service-
able to the general good. If the motive suggested was the true one,
a direct application of natural rights was what prevented Ricardo
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from drawing the conclusion which otherwise lay nearest at hand
in his study of purely economic phenomena,

The same influence made itself felt in many other spheres,
although nowhere, to my knoilcdgc, was there so manifest a
contrast between it and the obvibus conclusions to be drawn from
the examination of economic phenomena. If the economic
thinkers of lafssez-fuire were aiready influenced in this way,
among practical men of affairs and peliticians it made itself
infinitely more strongly felt. Free competition, individualism and
the limitation of state encroachment often became pure dogmas
to them, without any conscious rational foundations. That such
a normative outlook existed is, in itself, by no means a criticism
of laissez-faire. Some norm or other is always behind conscious
action, for every actpon presupponses such a conception of 1he
norm as, in itself, is not demonstrable. Here it was a question, in
fact, not of science, but of economic policy, ie, not thought, but
action.

The fa~t that laissez-faire found support in the new science af
cconomics also had other important consequences for the various
aspects of mercantilism. With few exceptions, a better insight was
gained, {from the purely economic point of view, into the cor-
related factors nfeconomic life. In addition, a practical policy was
pursued supported partly by these ele nents of knowledge and
partly from other sources. It would be an oversight to omit either
of the two constituent elements.

Economic science consummated its most significant achieve-
ment within the sphere of practical economic policy in making
an end to mercantilism as a monetarv svstem. and in abolishing
the whole jumble of notions discussed in the fourth part of the
present work. This is perfectly natural, moreover, to the extent
that in no other sphere did mercantilism rest o2 demonstrable
fallacies to the same degree. True, the superstitions regarding the
importance of the precious metals to the economic life of a country
have not entirely disappeared. In chis connection, the first
World War, in fact, brought many purely mercantilist notions
once again into broad daylight. Nevertheless, it cannot be denied
that laissez-faire initiated a fundamental change in the conditions
in this sphere. The return of foreign trade policy on many points
to pre-laissez-faire ideas is, in fact, ins‘rumental in showng that
no parallel recrudescence has taken place in the sphere of mone-

¥ See the short Chapter 10 in Ricardo'’s Principles and cp. theilluminating

description of “Ricardo in Parliament’’ given by E. Cannan (Economic Journal
IV, 18g4, repr. The Economic Outlook, Lond. 1912, 87-137).
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tary ideas. For modern protectionism is no longer founded, like
the mercantilist variety, on the necessity of an import surplus of
the precious metals. The explanation is probably that mercantilist
doctrine went much further ig this respect than the popular
conception, and that mercantihim therefore disappeared for the
most part when the experts were convinced of the impossibility of
maintaining it. It was precisely the acumen and discrimination
of abstract thought characterizing mercantilist discussion on this
point that allows the concluston that this part of it was of a more
esoteric character than the rest.

As is gencrally known, conditions were quite different concern-
ing mercantilism as a system of protcct:on It is therefore necessary
to devote some attention to this sphere with its particularly
important practical effects. For the political victory of free trade
under laissez-faire, Ricardo’s theory of foreign trade was probably
not of particular significance. From a theoretical point of view
it was certainly one of the most remarkable achievements in the
@assical period of economic science. But it was far too difficult
to grasp for it to be able to play a role in public discussion. On the
continent it was hardly understood at all; and even in England,
where its influence on theoretical conceptions was vital, popular
discussions were based in the main on earlier expositions, more
particularly on that of Adam Smith,

Adam Smith’s achievement, again, was not particularly
important in the pure theory of foreign trade, but of all the more
importance in the practical policy of free trade. The major part
of the veluminous fourth book of the Wealth of Nattons was devoted
to a criticism of mercantilism; it attacked its commercial policy
{as well as its closely related colonial policy), and is an emphatic
piece of free irade propaganda. Its basis, as usual with Adam
Smith, was consumption or the community, and in addition,
division of labour and exchange, which were hardly specific
features of foreign trade. The following passage is characteristic
of his particular kind of argument, “Between whatever places
forcign trade is carried on,” he said, “they all of them derive two
distinct benefits from it. It carries out that surplus part of the
produce of their land and labour for which there is no demand
among them and brings back in return for it something else for
which there is 2 demand. It gives a value 10 their supetfluities, by
exchanging them for something else, which may satisfy a part of
their wants, and increase their enjoyments, By means of it, the
narrowness of the home market does not hinder the division of
labour in any particular branch of art or manufacture from being
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carried to the highest perfection. By opening a more extensive
market for whatever part of the produce of their labour may
exceed the home consumption, it encourages them to improve its
productive powers, and to augment its annual produces to the
utlr}ost,”and thereby to inFrease the real revenue and wealth of
society.”? If any economic arguments of a general character
contpbutcd to thg victory of fiec trade, then they were arguments
of this elementary kind. They were to be found in an even simpler
form on the continent, particularly in the universally read
work§ of French authors. In England, Cobden’s uncommonly
convincing cloquence conjributed more than anything else to
the diffusion of these points of view.

In addition laissez-faire attempted to overcome mercantilism
as a system of power, «and in doing so, drew cosmopolitan con-
clusions from what, in its premises, was so purelv national a
system. Every country, it was believed, derived a 1eciprocal value
from prosperity, because the economic well-being of one country
rendered i a better marhet for the products of another, A statd
meat to this effect by Hume has already been quoted (z.5. I1 14).
It is to be found in practicaily the same form in Adam Smith.®
In England, which had already become the principal indnstrial
country in the world and the chief consumer of foreign corn,
Cobden exerted himself to implement tl.is idea in practice; while
on the continent the argument was imitated without any inde-
pendent additions.

How then did it happen that faissez-faire did not maintain
itsel{ in this sphere?

In this connection, the real defects in the thiry of foreign
trade as elaborated in the classical period, may be omitted.
Ricardo’s assumption that the factors of production were mobile
within a particular country, but never crossed +he boundaries,
has come into increasing contrast with later developments, and
the international mobility of the factors of production has in fact
enabled one country to forge ahead economically at the expense
of another, to an extent hardly reconcilable with the assertions
of the laissez-faire economisis. Many theoretical flaws in the free
trade theory were also shown up during the course of time. But
with regard to actual economic policy, this has not been of great
significance. The cause for the shift * * economic policy was more
deep-scated. It arose from the gencral conception of society and
the social psychology inherent in /aissez-faire. What is peculiar is

7 Wealth of Nations Bk. 4, ch. 1 (ed. Cannan, I 413).
% Op. at. Bk. 4 ch. 3 pt. 2 (ed. Cannan, T 459).
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that these defects were to be found precisely in those points which
laissez-faire had in common with mercantilism, namely in its
natural right, rationalist and atomistic features,

It was the conservative or historical spirit which overcame
laissez-faire. That phenomenon is more recent than laissez-faire,
even though it foynd support in, and to some extent in practice
dated back from, earlier conceptions of the period before natural
rights and rationalism. While mercantilism and (latssez-faire
originated primarily in England and France, the historical spirit
had its specific home in Germany ; such names as Hegel, Savigny,
Stahl, and the German romanticists show that this was so. Only
one great Englishman, Burke, and several Fremchmen of lesser
importance nced be included here in the development of economic
ideas. »

The most remarkable feature of the new tendency in theory, as
pointed out, was that it presented no less a contrast to the
mercantilist than to the laissez-faire conception of society. If it
tvad no faith in “The Heaven-ordained Laws of Supply and
Demand”, it did not believe more in the “‘dextrous management
of a skilful politician”. Society was regarded as a growth in the
highest degree naturally determined, to be changed only by slow
and gently progressive treatment, bound to tradition, cach indi-
vidual nation containing inherent and more or less ineradicable
peculiarities. The inherited and instinctive characteristics of men
were accorded an entirely different importance from their
conscious self-tmposed objectives; their actions were interpreted
not so much as an expression of a rational calculus, as an outward
sign of unconscious sentiments. In the same way, the simplification
in the scale of motives which had been fundamental both to
mercantilism and laissez-faire was rejected. And with its dis-
appearance there disappeared, too, the basis of the mechanistic
outlook which had also been common to both. Economic policy
could no longer add and subtract, but saw itself being referred
to much more difficult methods. Like the opposing schools of
thought, the conservative or histerical spirit was, at the same time,
both an interpretation and a demand, a doctrine and an economic
policy. Its romantic and nationalist elements approved of the
heritage of long bygone days, the relations with which, for lack
of any precise knowledge, formed the basis of more or less fantastic
cfforts of the imagination ; while in practice it demanded respect
for all that was specifically nationalist, and enmity towards
everything foreign, notwithstanding the apparently reasonable
arguments that could be marshalled in its favour. In this, it was
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dirccte.d primari!y agairfst the rationalism of the immediately
prcccd{ng centuries. Buf in addition, the new tendency developed
an antithesis to the Middle Ages, since it was directed against
super-state and universal tendencies.

Evs:n to-day, it_ is not easy to cj[imatc correctly the significance
of this conservative or nationalist influence on the development
of the last century. In many respects its victory fias been complete.
But it has certainly not brought about a convulsion similar to that
of laissez-faire at its height; it is possible that that was not its
intention at all. Tt is the best moof of the importance of /aissez-
Jatre that the form of society which it superseded has never been
able to raise its head again and, indeed, that no one has tried to
revive 1t. Herein lies the difference in the formative power of
laissez-faire and mercaptilism; mercantilism had not been strong
enough to remove anything radically. But, none the less, laissez-
faire in its historical form was also overcome.

This was primarily the case in the sphere of commercial policy.
The idea af protection in mercantilism has undoubtedly been thg
most vital of all its ideas. It required the unqualified faith of
doctrinaire laissez-faire to wipe out the “fear of goods”. As has
been shown in the third part, the “fear of goods™ is the most
natural attitude of the “natural man®” in a money economy.
Free trade denied the existence of fact~rs which appeared to be
obvious, and was doomed to be discredited in the eves of the man
in the street as soon as faisses-farre could no longer hold the minds
of men enchained in its ideclogy.

The first universally read opponent of free trade in the 1gth
century, as is familiar, was Friedrich List. His cridcism of {ree
trade was based upon the general conservative c«njections to
laissez-faire ; his principal attack was directed against the mecha-
nistic outlock of the latter, which was preoccupied only with the
exchange of finished products. List’s two main theses—that the
theory of the *“school” was a theory of exchange values instead of
that of productive powers; and that the capacity to create wealth
is more important than wealth itself—were both in greater con-
formity with an organic than with a mechanistic conception of
society. But they also had many points of contact with mer-
cantilist ideas, more particularly with those of Mun, as has been
shown above. However, it can hardly be assumed that the
theoretical content of List's theories were of great significance—
his whole thesis was based upon opposition to agrarian protectionist
policy. Free trade experienced more powerful attacks from another
quarter.
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Free trade loses its argumentative force as soon as an historically
given form of economic life is regarded as justified, as con-
servatism regards it, by its mere existence. No doctrine can deny
that foreign trade undermines the bases of many existing forms of
professional and social life and} many existing industries. If this
is considered a disadvantage in itself, then an increase in inter-
national trade is, without further argument, likewise a disadvan-
tage. It is true now that conservatism in this for{n postulates what
is, in practice, an impossibility, in a state of society which
changes at a rate as furious as was the case in the 1gth century.
But there is a great distinction between such changes as are
regarded as the consequence of “development” and such as may
be traced to the activities of other countries. To the first men
believed that they had to bow, even though they were damaging
to many private interests, and even in such cases where they
might have been prevented. But the latter were the actions of
enemics, and it would have been unpatriotic to cJimb down with
regard to them.

With this we arrive at another weakness in laissez-fare. Even
if it is justified in what it states concerning economic results, that
is concerning the better provision of a country with commodities,
this must not necessarily be taken as the final word. The idea of
the “fear of goods” means, indeed, that it is better to keep goods
at arm’s length than to import them. If the goal of economic
policy is determined by this idea, the {ree trade argument is left
with nothing to recommend it. The same applies to the policy of
power. The refutation. of mercantilism as a system of power as
put forward by Hume and Adam Smith is then no longer effective.
In practice, national antagonisms are far more important to the
economic system than economic antagenisms to the political.
Because countries adopt an antagonistic attitude to one another,
they turn sharply against competition which, in ity economic
effects, is no different from the competition within an individual
country. To say that the well-being of another country is an
advantage also to the native, because it creates a better market
for the commodities of the latter, is then no longer to propound a
convincing argument for international trade. For the weli-being
of the other country, the extension of its production into spheres
regarded as particularly important or honourable is, in itself, a
thorn in the flesh 1o many. So long as states remain imbued with
a national consciousness, this remains almost unavoidable.
Undoubtedly laissez-faire underestimated the strength of this
feeling; and this criticism holds, whatever the judgment will be
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with regard to its value as a force in the direction of counter-
acting it.

Finally, we come to the humanitarian influence represented in
laissez-faire in contrast to mercantilism. In this respect, the
conditions were particularly favohrable for those who overthrew
mercantilism, for an individualist outlook will easily support
measures for the protection of the individual. Nevertheless,
laissez-faire probably achieved least of all in this very sphere.

Laissez-faire extended its main protection only to the claims of
the individual as against the state, and step by step abolished the
often chaotic horrors which had collected in the repressive
measures of the past millennia. But where it was a question of
protecting human interests against the pressure of social con-
dittons, which did not, have their origins in definite measures of
the state but which, on the contrary, demanded such measures if
they were to be abolished, there the situation was different. On
this point laissez-faire was obstructed by its belief in natural
rights, i.¢. its belief in a predetermined harmony, to which was
added ix p. u tical policy the influence of employer and capitalist
interests. It is true and extremely important that mercantilist
traditions would likewise, and perhaps even more, have been
useless for the purpose; but this does not change the fact that
laissez-faire failed here in a vital task, Anything positive that was
done in the sphere of social policy occurred on the conservative
side—in England primarily through Lord Ashley, later Lord
Shaftesbury, while in Germany through Bismarck. This, too, was
perfectly explicable in principle, economic policy being bound
up with the duty of the patriarchal state to care for the welfare
of its subjects. Still more important were the results achieved by
the independent action of the workers themselves, in trade
unions and co-operative unions of consumers; the fear of their
influence and the growing importance of socialism also goaded
politicians into finding remedies,

While modern commercial policy is rightly represented as
neo-mercantilism, this applies to socialism only to a very limited
degree. The foregoing exposition has shown that mercantilism
wanted sof state activity in cconomic aflairs, but private mitiative
and acquisitiveness stimulated by government measures in the
supposed interests of the state, This interest of the state, determined
by the policy of power and removed from any comprehension
of the value of the human being, stood in most pronounced
contrast to the socialist ideals of today.

This could also be said of the extremely interesting experiment
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which has been carried out in the communist “planned economy”.
The communist planned economy attempts to reach its goal by
methods which are completely different from those of mercantilism
to an even greater extent than doex western socialism; for this
very reason, the communist systdn may claim to proceed accord-
g to a fixed plan in a way which is in reality quite alien both to
the practice and the mode of thought of mercar}tilism. There are
few economic systems which have so few counterparts in history as
the soviet economy,

Since the severe economic crisis of 1929-32 in Europe and
America, the western cconomies also have turned away from their
1gth century heritage in a far more fundamental sense and to a far
greater extent than ever before, thereby drawing closer to the
soctalist and the communist ideal, thovgh certainly without
fully embracing either the one or the other. This transition was not
merely quantitatively but also qualitatively of much greater
significance than was the introduction of protectionism, and new
secial policies at the turn of the last century. A close study of the
characteristics of the economic policies which are now dominant
in almost every country west of Russia ohviously lies beyond the
hounds of thts work. T must confine myseif to the obscrvation
that what 1 have said about socialism and communism could also
be applied to this type of politicat system and that it is similarly
widely scparated from the mercantile system.

This is not to deny that there are significant points in common
between mercantilism on the one hand and all the tendencies
which have superseded liberalism on the other. They agree in the
rejection of two particular features of liberalism and in so doing
align themselves with mercantilism rather than with opposite
mades of thaught,

In the first place, all non-liberal points of view agree on the
deliberate repudiation of the liberal view that the unrestrained
play of economic forces will result in a predestined harmony.
Translated from philosaphical doctrine intn practical economic
policy, this means that all systems other than the liberal require
governmental interference with the course of economic life,
although therc are wide differences on the question of the ends
and the means of snch interference.

The second respect in which all non-liberat tendencies resemble
each other is that they do not admit a supremacy to consumption
over production--using both terms in the broadest possible
sensc.  While non-liberals may not always consciously deny
this supremacy, the liberals explicitly asserted it. Mercantilism,
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as we have seen, is characterized to a great extent by a view of
production as an end in itself. To an even greater extent this
appears to be true of so-called planned economies. Protectionism,
socialism and the current systcm of government regulation are all
dominated by a regard for diffefent groups of producers, forcing
consumers to make the most of whatever consequences follow from
these considerations. It is undeniable that this is of fundamental
importance in determining the directions of economic policy, and
to this extent it may be said that mercantilist ideas have taken on a
new lease of life. The present-day system of governmental regu-
lation in practice presents innumerable similarities to mercantilism
in practice. This iv, however, not to say any more than that
mercantilism gave way to liberalism which, after a period of
dominance which represented a very short time in world history,
gave way in its turn to newer systems.

Mercantilism cannot be resurrected in its entirety any maore
than any othe: historical phenomenon. We scarcely begin to
exhaust the content of recent political ideologies by comparing
them with the teachings and life of a past age. This does not
mean, however, that the study of mercantiism may not con-
tribute in various ways, either positively or negatively, whether
as a foundation or as a historical parallel, towards a more pro-
found insight into the problems of political economy both in the
present and in the future.

Vou 11 22
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John Maynard Keynes paid considerable attention to
mercantilist doctrine in his celebrated General Theory of Employment,
Interest and Money, devoting the greater part of bne chapter to an
attempt to rehabilitate the doctrine. This is not at all surprising
since Keynes' view of economic relationships is in many ways
strikingly similar to that of the mercantilists, despite the fact
that his social philosophy was quite’ different from theirs—to
some extent, indeed, its very oppostte. For Keynes, it may be said,
the interests of the workers were of central importance; for the
mercantilists, considerations of general national interest almost
entirely took precedence over concern for the lower classes,
Keynes' exposition of the mercantilist interpretation of economic
phenomena is, as he generously acknowledged, to a very large
extent based on the first edition of the present work. My only
objection to his reproduction of the picture I drew, is to point
out that it only includes those parts of mercantilist theory that
happen to coincide with his own analysis of economic behaviour.

I do not intend, therefore, to discuss Keynes’ summary of
mercantilist doctrine in full but shall concentrate on those sections
where he claims to find support for his own theories. A complete
discussion of Keynes’ treatment of mercantilism would involve
consideration of his whole theory and this is obviously out of the
question here. Still less would it be appropriate—even were my
knowledge adequate for the task-—to consider the enormous
discussion provoked by Keynes' book. Unfortunately 1 must limit
myself to an examination of those parts of Keynes® presentation
which appear to me to be weak. Let me also say, however,
that if we were discussing the wvalidity of Keynes® stric-
tures on the shortcomings of classical economic theory, my
judgment would be rather different. It is possible that Keynes
did not himself attach decisive significance to his remarks on
mercantilism, If he had lived longer, he might have expressed
opinions substantially different from those of the book. Indeed, one
of his most valuable attributes was his ability to free himself from
earlier statements of opinion; views we find at the end of his

t The contents of this chapter first appeared under the title *'Nigot om
Keynecs' ‘General Theory' ur ekonomisk-historisk synpunkt.”’ { Etonomisk Tid-

skrift, 1946.)
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posthumous essay on the American balance of payments® are
difficult to reconcile with those found in The General Theory.

Unfortunately the nature of Keynes’ whole theory is such
that it is almost impossible either to verify or to disprove the
supposed facts on which it is folinded. Keynes may have been
aware of this since he repeatedly warned his rgaders not to draw
too sweeping conglusions from his theory and then to apply them
to the formulation of policy; these warnings, as we know, have
been largely ignored. This has, however, little relevance to the
present discussion, The important point is that Keynes was work-
ing with purely psychological categories in a way which had
largely been abandoned in theoretical writings since about the
time of the outbreak of the first world war. The very adequate
index of The General Theory indicates that his doctrine is based on
such concepts as *‘the propensity to consume, to hoard or to save”
and, still more important, “liquidity preference’ and the absence
of its converse “‘the inducement to invest”. It is ¢lear a priori that
these are phenomena which cannot be verified by means of studias
of the world abuut us; similarly, it is obviously impossible to apply
psychological tests to past generations.

Keynes was seemingly aware of these difficulties since, except in
isolated instances, he refrained from attempting to produce
statistical evidence in support of his theories. Indeed, he did
occasionally pass the comment that observable data cannot be
found to correspond to his concepts. His whole theory of interest
—with the conclusion that interest is a payment for the loan of
money and not of capital-—may be said to rest on the concept of
the “propensity to hoard”, which 1s after all nothing more than
“liquidity preference’”. Keynes himself emphasizes that it is not
the actual extent of hoarding but the “propcensity” with which he
is concerned. This he justifies by saying that the amount of
hoarding-—"so long as we mean by ‘hoarding’ the actual holding
of cash”—must be equal to the quantity of money and is thus
independent of the behaviour of individuals. {General Theory,
174). Obviously, it 1s impossible to verify this postulate by studying
the actual amount of hoarding. It is without doubt a striking fact
that the great extension of the scope of economic statistics in
recent years and the growth in the importance of econometrics, as
these studies are called, are of no help at ail when we attempt to
evaluate Keynsian theory—a theory which is regarded by so many
scholars today as fundamental and universally applicable. With

1 “The Balance of Payments of the United States’ (Fronemic Journal, 1946.
18s).
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the best will in the world and with access to far greater resources
than those at my command, any attempt to test that theory would
still remain completely inadequate. Keynsian theory can be
nothing more than pure hypothesis, resting on assumptions which
can neither be proved nor disprived.

I1

In other respects, Keynes has simplified matters for his critics
by stating his propositions boldly and with healthy scorn for
reservations or ambiguous formulations,

Let us take as our starting point a positive statement from the
Greneral Theory which will serve admirably as a means of examining
Keynes’ views on mercantilism. After having commented on three
points in mercantilist reasoning which he considers to he correct,
he goes on to say:

It is impossible to study the notions to which the mercantilists were
led by their actual experiences without perceiving that there has been
avchronic tendency througheut human history for the propensity to
save to be stronger than the inducement to invest. The weakness of

the inducement to invest has been at all tmes the key 1o the {s5¢]
economic problemn, (Creneral Theory, 346-8),

One has to view with some degree of envy a great scholar
—and I would be the last person to deny that Keynes was such——
who can perceive eternal truths throughout the whole of human
history with such light-hearted ease. But tet us first lovk closely at
the assumptions from which these conclusions are drawn.

Keynes apparently does not find it necessary to prove that
mercantilist conceptions are either correct or even probable; he
evidently assumes that they follow, quite simply, from the writers’
perception of “actual experiences”. It has always been supposed—
and rightly so—by people who take the trouble to reflect on these
things, that the “‘actual experiences’” of separate individuals
cannot be vused as a guide to the behaviour of society as a whole.
The observations which individuals are able to make with their
own eyes represent an infinitesimal part of the total activity of the
community. If we attempt to draw general conclusions from
personal experiences, we are generalizing from extremecly limited
observations; conclusions arrived at in this way can have no
a priori claim to universality. An essential prerequisite to accurate
knowledge of social phenomena is mass observation. Keynes
should have asked what possibility the mercantilist writers had of
conducting such mass enquiries, to what extent sources of
appropriate information were available to them and, if they had
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the information, to what extent they made use of it. It is incon-
ceivable that he wishedto imply that facilities for mass observation
of social phenomena were better during the mercantilist age than
during the time of the liberal writers; yet otherwise he could not
have avoided the conclusion that%he mercantilists had at least no
greater means of reaching the truth than the classical writers.
But his conclusion was precisely the reverse.

If the mercantlists had in fact given definite cvidence of an
interest in empirical observation or of a willingness and ability to
set aside their preconceived notions, we would obviously have
scrutinized their assumptjons with the greatest care. Keynes
however produces no evidence whatsoever to show that the
mercantilists did allow themselves to be influenced by ‘“‘actual
experiences”. Is it entirely impossible to suppose that, on the
contrary, their minds might have been so dominated by pre-
conceptions that they were led to conclusions which in no way
corresponded to the realities they should have been able to
observe? Since Keynes pronounces that the classical theorists
were completely devoid of the ability to draw correct conclusions
froin their “actudl experiences™, his failure to raise the same
doubts about the mercantilists is all the more inexcusable. One
can only suppose that in his considered opinion the ability to
draw correct conclustons from experiences existed until 1776 but
suddenly and mysteriously vanished in that year.

Over and above all this, the mercantilist view of actuality
is made to apply “‘throughout human history”. Here Keynes
cannot support his case with anything the mercantilists themselves
ever said or intended. They claimed no timeless universality for
their doctrines; it was not of the slightest interest to them.

Su far our criticisms have been purely methodological;, now
we can go a stage further. 1 suggested earlier that “propensities™
and “inducements’” were concepts which cannot be scientifically
studicd. But it is not impossible to examine the accuracy of the
information which our forefathers—mercantilists included—had
about those aspects of their society for which evidence was
available. We can ask how they used the data they were able to
acquire and to what extent they allowed their thinking to be
influenced by their observations. Most of the following examples
have been taken from my paper® to wirich I have referred earlier
(II, 182, n.6). Here I shall be using only a small part of that
material.

As 1 have suggested many times in this work, one of the most
independent and intelligent of the mercantilist writers was Roger
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Goke. Keynes makes use of a reference 1 made to one of Coke’s

statements. Coke wrote in 1675 that:

“The Dutch . . . . send yearly 1,500 Sail of Ships into the Sound
....yet ina year we (the English) send not above seven into the Sound
(two whereof are Laden with Wqollen Manufactures, the other five
with Balast only) .. .."” {Roger Coke, Treatise 111, 54),

Here we have a prucise statement of fact; thanks to the publication
of the records of the Sound dues, we can easily test 1ts accuracy.

The first impression is that the true figures for outward vessels
from Holland and Engiland bear no resemblance at all to those
presented by Coke. If we examine the figures of ships sailing under
Dutch and English flags, however, we ¢an see how Coke produced
his statement. Admittedly, such a high figure as 1,500 for Dutch
vessels is nowhere to be found, but the figure for one year about
this time (1669) was 1,005 which is not too far from the truth.
Morcover the records show that in three isolated years (1666,
1672 and 1673} the number of English ships passing through the
Sound was even smaller than Coke stated; in 1666 there were
none at all. This shows at once how Coke derived his figures and
how misleading they are. These three years were war years and
the Dutch vessels declined in numbers—to 460, 163 and 35g—as
well as the English. Coke simply compared the highest Dutch
figure available—increasing it incidentally by about 50%,-—with
one of the lowest English figures. Furthermore, he overlooked the
fact that, as he wrote, the number of English ships was rapidly
increasing, absolutely as well as relatively. He obviously could not
have known that this trend was to continue through the succeeding
years, but this point itself illustrates how little his version reflects
the true facts of the situation. In the three years 1674, 1675 and
1676 the number of ships entering the Sound under the Dutch and
English flags were respectively, 652 and 120, 434 and 364, 467
and 403. These figures tell quite a different story from Coke’s 1,500
and 7.

It may be instructive at this point to examine contemporary
views of the balance of trade, since this was a central feature of
mercantilist doctrine and figures almost as prominently in Keynes’

¥ “Sambhillshistoria och statistik™, in a coliection of my essays Hutorieuppfale-
ning materialisisk och annan (Sthim. 1944). Similar essays appeared earlier in
the Danish Nationalskonomisk Tidsskrif?, 1937, 153-173 (' Statistikens Anvendeise
indenfor skonomisk-historisk Forskning’) and in the Quarterly Fournal of
Etonemics, LIII, 1939, 169-193 (“Quantitative Measurement in Economic
History”’). The references to the Swedish Royal Commission on Foreign Trade
during the 1680’ are taken from C. Danieisson, Proleklionismens genombrott
o svensk (ulipolitik (Sthim. 1930, 62). Sec also my Sveriges tkonomiska historia, 11,
2. 556,



KEYNES' AND MERCANTILISM 345

treatment of it. Here, however, we have to turn) to Sweden
rather than England for evidence. Throughout the 1660’s, 1670’
and 1680, it was repeatedly asserted in current discusstons that
Sweden’s so-called unfavourable balance of trade should be
transformed into a favourable bglance. At the end of the 1680,
an important official trade commission stated with great emphasis
that there could be no doubt that Sweden’s balance of trade was
passive; there 13°no reason to suppose that smuggling was the
explanation, Yet official balance of trade figures which survive
from this period—for 1661, 1662 and 1685—all show an export
surplus. There is only one conclusion to be drawn: people some-
times didn’t trouble to consult evidence which was both availabie
and perfectly clear.

The same failure to take account of factual evidence—whether
from nability to observe it or from indifference towards it—
betrayed itself in even more significant matters, Throughout the
early years of the industrial revolution, English political leaders
were agreed that the population of the country was declining,
althougis s wiple reflection should have persuaded them of the
opposite; all the available evidence indicates that population was
rapidly increasing. Similarly, it was taken for granted in Sweden
during the “Era of Liberty” (171g-72) that “multitudes of the
Swedish people are leaving the country every year”, to quote
from the title of the prize essay set by the Academy of Science in
1763; no fewer than 30 entries were received. Pehr Wargentin,
the first statistician in Sweden with any claim to be scientific,
at first agreed, but by 1780 his more detailed examination of the
population statistics had fed him to the conclusion that emigration
from Sweden was insignificant or nil.* At a later date Gustav
Sundbarg investigated the same material more thoroughly and
concluded that the annual rate of emigration must have been less
than one per thousand.®

But, as is well known, Sweden is the only country in which the
population statistics for the period before 1800 are at all reliable.
The mercantilists had practically no statistics whatever at their
disposal. Even the Swedish investigators were affected by current
fancies and prejudices in their own field; it was stated for example
in 1761 in an official report of the Board of Statistics, which was
responsible for population statistics, that “several examples could be
given of children born in this country to women of over sixty
years of age.”

¢ Sce my Sveriges tkon. hust., 11:1, 63 .
¥ Sundbarg, Emigrationsutredmngan: Belankands (Sthim. 1913) 57 and tab. 1,
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Since Keyaes is claiming to be able to identify a trend which
persists through the whole of human history, it may be appropriate
to conclude with an example from the Middle Ages. In 1371 the
English Parliament decided to levy a tax which was to be collected
in fixed equal sums for every pasish. The amount per parish was
assessed on the assumption, that there were 40,000 parishes in the
country. It is not Wnreasonable to expect that the King and his
parliament would have had at least a vague notibn of the number
of parishes in the country; the correct number, however, turned
out to be 8,600. The consequence of the original ingenuous
mistake was that the amount of the tax per parish had to be
increased five-fold., ’

I hope that these examples have shown how little weight
can be given to statements made by writerg in the past—and for
our purposes by the mercantilists in particular—concerning social
conditions in their own time. In view of their grotesque mistakes
in matters of measurable data, the idea that their ‘“‘actual
cxperiences” gave them any insight into less tangible aspects of
social behaviour is indeed very far from the truth.

The main reason for the apparent ignorance of their
contemporary society shown by earliest writers, in comparison
with those of more recent times, was the absence both of systematic
mass observation and of systematic statistics. It is important to
remember also that even the limited data available was usually
inaccessible to the mercantilist writers. The sort of information
they needed was regarded as arcana, secrets of state: the Swedish
population statistics were thus regarded frem the very beginning.
I drew attention earlier (II, 181, n. 6) to complaints by Davenant
in 1698 and 16gg, that it was only with extreme difficulty that he
had managed to secure some of the accounts of public revenue
after all the important government offices had refused his requests
to be gtven access to the information. In the absence of statistical
data, writers resorted to so-called “political arithmetic”,
calculations which, though sometimes undoubtedly ingenious and
skilful, were much more often dependent upon arbitrary
generalizations from casual observations or were without any
factual basis whatever. Such was the nature of the statistical
material, if any at all, on which the mercantilist writers gencrally
relied. Naturally this was reflected in their work, a fact which other
contemporary writers did not fail to point out.

Finally, it may be asked if there could be anything in the idea
that early economic writers—and especially the mercantilists—
possessed unique qualities of insight into reality, distinguishing
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them from the classical writers who were pure theorists, blind to
reality. It is presumably some notion of this sort that explains
Keynes’ greater faith in the former, If so, he evidently credited
the mercantilists with a prodigious clear-sightedness and an
intuition for economic truth waich were denied the classical
economists whose insight was doubtless marred by the dcpth of
their meditation. I think it may be said that this is a false view of
the mercantilists. They used methods which were just as orthodox,
they were just ay willing to pursue preconceived ideas to their
logical conclusion, as any other group of writers. I showed this
earlier in quotations from Petty and Asgill (IT, 201ff,, 213).
When Petty advocated makmg nnpurtcd stlver into silver plate, he
was ccrtainly not led to this view because he had observed a
shortage of silver plate; and when Asgill indicated that his system
would allow jand values to rise to infinity, it is not to be supposed
that he had ever seen land of infinite price. In both cases, these
were purely theoretical conclusions drawn from the writers’
& priori notions of economic relations.

I think we can now leave the sentence froin Keynes with which
this discusston began. There are no grounds whatsoever for
supposing that the mercantilist writers constructed their system—
with 1ts frequent and marked theoretical orientation—out of any
knowledge of reality however derived. There is nothing to indicate
that they were any different in this respect from the classical
economists. Keynes asks us to believe that it is impossible “‘to
study the notions to which the mercantilists were led by their
actual experiences” without accepting their resuits as correct;
I suggest that nothing could be easier than to reach exactly the
opposite conclusion.

I1I.

So far my criticisms have been mainly negative. It 1s much
more difficult to present in a constructive fashion the factual
evidence which is relevant to the assumptions on which Keynes
bases these aspects of his theory. So little research has been done on
this problem—or rather these problems—that definitive answers
cannot be given; in any case any answer which is made to apply to
all human behaviour must be a dubious one. It is in the nature of
the problem that the investigation mus leave the psychological
plane where Keynes dwelt. Appropriate facts have to be looked for
in any aspect of economic life that is relevant to the problem,
My next step is therefore to examine whether there are any
indications of 2 general tendency towards purely monetary
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saving, i.e. a preterence to hold savings in monetary form rather
than to invest them; to examine past price trends; and finally to
discuss the significance in past centuries of unemployment of the
factors of production——of labour in particular—and if so what type
of unemployment it appears to Have been.

Before the commerciak revolution, which occurred towards the
end of the middle ages and during thc period of the great geog-
raphical discoveries—indeed, even later still—saving was pre-
sumably confined to a small number of people, and not necessarily
the wealthiest. The great incomes were those of monarchs
and noblemen—but their pretensions were probably greater than
their incomes. The large retinues they maintained, the ostentation
considered to be appropriate to their rank, must generally have
made them spenders rather than savers, buyers on credit rather
than lenders. The modern notion that savings come from the rich
dates from a time when the differences in the conspicuous material
standards of living between the different classes in society have vir-
toally disappeared; only then have the wealthy been able to
become the chief source of savings—and only to the extent that
they have not been turned into milch-cows by the confiscatory tax
policies of governments, At the present day, who can guess
whether a man one meets in the street is a millionaire or a
manual labourer? There couid have been no mistake about it in
the Middle Ages; a nobleman could not possibly have been mis-
taken for a serf or an artisan.

If, as Keynes would have us believe, economic expansion
depends upon the existence of a sufficient readiness to consume and
a strong enough aversion to saving, then no period in the history
of western civilization should have been so propitious for economic
progress as the Middle Ages. His conditions were then fulfilled as
in no subsequent period. The savings of both Christian and
Jewish merchants were absorbed extensively by governments and
princes either in free or enforced loans or in outright extortion. In
either event they were used to increase the consumption of the
rulers above the level for which they could pay out of their own
incomes.

As commerce expanded, there came into being new social
classes with a disposition to save; an increased number of people
came to have incomes which were greater than they needed to
meet their normal demands or to satisfy their existing living
standards, There is every likelihood that the excess of their
incomes over their expenditures grew as their incomes increased.
There subseguently followed an expansion of industry which in its
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turn probably accelerated the same process still futther. If one
wishes to deny that economic expanston proceeded parallel with
the growth of savings, one must assert either that there was no
economic expansion or that there was no saving. 1 for one cannot
see how either fact can be denied.

This does not preclude the poss:bnhty. uf course, that there
might have been ,a gap between savings and fnvestment. A great
deal of money was certainly hoarded. There is only one sense
of “hoarding”’—the word which perhaps appears more frequently
in Keynes’ book than any other--which can be submitted to the
test of history; that is, the literal one. T shall persist in using the
word in its literal sense despite the fact that Keynes’ own concept
of “liquidity” is, as he says himself (240ff.) extremely vague.
As far back as we can go, from the earliest period about which
history has been written, we find matenal evidence in the form
of many discoveries of hoards of coins; and there 15 every reason
to suppose that far into the nineteenth century people continued to
hoard great quantities of money in bottom drawers, stockimgs
or the like. Quoting from a source which so far as one can tell is
completely reliable, Macaulay relates how Sir Dudley North was
very irritated to find, on his return from a long business trip to the
Levant in 1680, that ail his acquaintances deposited their funds
with the London goldsmiths. North stubbornly continued to keep
his cash at home.*

If we examine more closely the facilities for the disposal of
savings, it becomes clear that a very large part of the total saving
never saw the capital market but went directly into the saver’s
own business. We may assume that this is what happened to
the savings of merchants though they often accepted deposits from
other savers; primarily their accumulations were from their own
savings and they placed them in long-distance trade and in those
industrial establishments which continued to be financed by
merchant “putters-out’” well into the eighteenth century. The most
obvious example of the re-investment of savings in the saver’s own
business is that of the large landowners who must have required
large supplies of funds to finance the almost revolutionary
conversion of agriculture during the 17th century in Holland and,
most of all, during the 18th century in England. A third example is
to be found in the need for further invustment in the continuing
expansion of industry in the years after the industrial revolution.
It is almost certain that these needs were met primarily from the
savings of the entreprencurs out of the large unconsumed profits

8 Macaulay, History of England. (1st ed. London, 1855) IV, 491 .
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derived from their businesses.” In none of these examples are there
any grounds for suspecting that there was any inclination to
withold savings from investment.

The very fact that so much of the saving went into investment
without recourse to the capital nfarket must have tended to make
it more difficult for, the pure savers, without their own businesses,
to find outlets for their savings; more difficult also perhaps for
banks and bankers to place the private savings which they
received. As long as the capital market was inadeguately
organized, there must have been in many sectors a considerable
amount of hoarding that was in no way indicative of any sort of
“propensity’ on the part of the savers. On the other hand, there
undoubtedly was a growing tendency which might reasonably
be labelled “liquidity preference”—namely a reluctance to part
with savings because of the fear of losing them; this is what was
stated to have worried Dudley North. Both these motives for
hoarding became less and less operative as the organization of the
capital market improved and the whole economy became
increasingly more stable. The essential fact is that more and more
funds for investment clearly became available during the course of
the 1gth century.

Two conclusions may now be drawn from this outline with
some degree of confidence, Economic activity increased at the
same time as savings were expanding; the two were not opposing
forces. Secondly, insofar as there existed a tendency to hoard, i.e.
insofar as investment was not equivalent in amount to savings, the
gap between the two was very far from widening; on the contrary,
it narrowed continually, except during short periods of disturbance.

We must now turn our attention to the question of the supply of
money. When, as with Keynes, interest 1s expressly regarded as
interest on money and the level of the interest rate as determined
by the quantity of money, then the actual supply of money,
or purchasing power, must be taken to be the historically
determining factor. If there is an adequate supply of the means of
payment, then, no matter how great ‘'liquidity preference” may
be, according to this line of thought the needs of the economy will
always be satisfied; in accordance with Asgill’s formulz, the pure
interest rate should then sink to zero. As far as I can see, Keynes
gives no indications which would help one to decide what he
regards as positive criteria of an adequate supply of the means of
payment, other than changes in the rate of interest itself; but in
order to use this as a criterton, it is necessary to start by assuming

* T, 8. Ashton, The Industrial Revolulion, 1760-1830 (London, 1948) g4—100.
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what we are trying to prove, i.e. by accepting the validity of the
theory itself. This is obviously unsatisfactory. It might be possible
to detect in Keynes’ words at one point a ctue to his views, but
since his intention Is not clear, [ shall refrain from further
commuent. There is one facto¥, however--the movement of
prices—which no modern theorist, cbrtainly not Keynes, can
deny has a cloge relationship to purchasing power, despite
the complexity of the relationship between prices and the
quantity of money. Accordingly it 1s to price movements that we
must now turn and | propose to begin with an outline of price
changes since the time @f the great geographical discoveries,
Here we are on fairly solid ground.

There is presumably no need for me to document the well-
known facts of the great influx of precious metab—gold and
especially silver—and the ensuing veritable revolution of prices,
which continued through most of the 16th century, starting only a
few decades after the discovery of America, The price trends of the
next two centunes are not so generally known nor so cleasly
evident. The tirst part of Nederlandsche pripsgeschiedenis (19473) by N.
W. Posthumus provides continuous price series based on
quotations at weckly o shorter intervals on the Amsterdam
bourse, long the foremost commadity market in Europe. We find a
somewhat irregular trend from the 1620's to the 1680’s In which
may be distinguished a relatively weak rise followed by a more
marked decline. Violent price fluctuations occurred in the decades
around the turn of the <entury, but prices rose steadily thereafter
with only minor disturbance< until the 1790’s when revolution and
war brought much more violent increases. It seems possible to
conclude fiom the different indices drawn up by Posthumus that
prices increased by about one third between 1705/0g and 1785/8g;
the increase between 178 and 1815 varied very greatiy from one
commodity to another; according to the unweighted series
which appears to me the most plausible one, prices seem to have
doubled between 1790/g4 and 1810/14.

If we are to test the valdity of the Keynesian thesis, we must
ook further for evidence of the trend in other countries. Thanks to
the fact that the Bank of Amsterdam maintained its character as a
deposit bank without note issue almost uniformly for only slightly
less than two centuries, we have a situation down to the
Revolutionary Wars in which the general price trend in the
leading financial centre in Furope corresponded very closely to
the movement of the price of silver and was not subject to severe
disturbances. This was seldom true in other countries. Even before
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the advent of inconvertible paper currencies, persistent
depreciation occurred from the Middle Ages onwards, with
consequent increases of prices.

Relevant source material is relatively accessible in England
and Sweden, making it possibie to follow the price trends in these
two countries. It ig reasorfable to suppose that Swedish monetary
history corresponded in effects—though not always in form—to
that of continental countries and that prices were more stable
in England than elsewhere, though less stable than in Holland.
Karl imark has compiled an index of Swedish prices based on
markegdngstaxorna  (*‘assessed average, market rates”), which
therefore relates primarily to agricultural prices. This index
shows a fifteen-fold price rise from the 1730’5 to 1815. The rise
was continuous for eighty years, although irreguiar and, of course,
with occasional slight setbacks; the only important exception to
the trend was the well-known severe fall in prices between 1764
and 1768 or 1769 which was the consequence of a deliberate
deflationary policy. The English price trend can be clearly seen if
one draws a graph from the data in Beveridge’s History of
English Prices; the curve appears fairly steady, especially at first,
although rising quite perceptibly. The rise becomes marked
during the phase of inconvertibility in the last years of the 18th
century and continued so for the next decade, aithough it was
by no means as violent as in Sweden; by 1814 prices were at a
level about three times higher than that of the early 1730%.

Naturally we know, the most about the price trends of the
19th century. In the main, prices tended to fall from 1815 until
just before the middle of the century when gold was discovered in
California and Australia, and then to rise until the mid-1870’s; the
next twenty years saw a sharp decline, but the rise began again in
the late 1890’s and continued until the outbreak of the figxst World
War.

From this it may be seen that the periods in which the supply of
money in the western world was restricted to a level which worked
against price increases were relatively short compared with those
with the opposite tendency. There have been only two periods of
predominantly faliing prices since the beginning of the 18th
century, namely, the years from the end of the Napoleonic Wars to
the middie of the 1gth century, and the vears from the mid-
1870’s to the mid-18g0’s The decline in prices which occurred at
times in the course of the 17th century was mild, while the 16th
century was characterized by a pronounced rise in prices.’

* The literature on price history is much too extensive to be cited here
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Keynes does not challenge this generally accepted view of the
trends. On the contrary he states himself that in the very long run,
prices have always tended to risc and that even in the igth
century—when the periods of falling prices were undoubtedly
more significant than in the preceding centuries—prices were
comparatively stable. He quotes Sauerdeck’s ipdex to show that
“the highest quinquennial average... between 1820 and 1914
was only 50 per cent. above the lowest.” (General Theory, 308).
The question at once arises therefore of reconciling this
interpretation with Keynes’ basic premise that ‘““throughout
human history the propensity to save [has been] stronger than
the inducement to invest.”

It would be difficult to decide from historical evidence alone
whether an increase in prices of about 15 times in 80 years, such as
that in Sweden between the 1730’s and 1815, fulfils Keynes
requirements for a “true inflation” (General Theory, 303) or not;
it 1s really of little consequence. It can be maintained that the
monetary =ituation in Russia and Central Europe after the first
World War—which Keynes described as “very abnormal
circumnstances” {General Theory, 207)—differed only in degree from
conditions which were normal in many, if not most, countries for
long periods of time before the second haif of the 1gth century. We
only need to observe the tendency in post-war Europe to return to
conditions of barter, as happened on many occasions in earlier
history in times of severe depreciation; to quote one example:
The town clerk of Stockholm about the time of the death of
John III {1592/g3) wrote In the city memoranda, “'Swedish coins
were so debased in these times that no person would accept money
for his goods; prudent people traded only goods again;t goods.'"*

It seems to me to he symptomatic of present-day tendencies
that Keynes docs not mention anywhere, as far as I can discover,
the real reason for the excess of currency which has been

in detail. For Sweden, see my Sveriges ckon. hist. 11 u, second part ch. V for
the 16th century, 1: u, sccond pare ch, IX, for the 17th century, diagrams iv-
xiil for both centuries, II: n, ch. XI, and diagram xxxiv {I. for Sweden and
England in the 18th century. For the post-1815 period, see my article “Evig
Inflation?" (Balans, 1950, 222-28 and diagram,)

Sec also K. Amark, “En svensk prishistorisk studie” (Ekonomisk Tidskrifl,
tgat, 147-70 and tables); G. Myrdal, The Co. 3f Living in Sweden, 18701930
{Stockholm Economic Siudies 2, 1933, 25-32) on “markegingstaxor™; N. W.
Posthumus, Nederlandsche prijgeschiedenis, T (Leiden, 1943); W. Beveridge,
Prices and Wages in England from the rzth to the 1gth cenitry (London and New
York, 1939).

® Sueriges skom. hist. I: 1, 82, similar quotation from same source, z1g ff.
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characteristic of such a large part of the history of western
civilization, This was of course quite simply that governments
needed money to finance wars and other state expenditures.
Nine times out of ten—to be quite conservative—this was the
reason both for the debasemenv of coinage and for the over-issue
of paper. The cffects on general economic life were generally
unexpected and only intended in exceptional cases. The Swedish
example of 1502/93 seems to indicate precisely the opposite to an
inadequate propensity to invest; it leads us to suppose that a
continuous inflation had resulied in a “flight to real values”. I am
inclined to assume that this was a ysual consequence in many
countries of disturbances in the monetary system. That wages
generally lagged behind prices was undoubtedly a rule to which
there are but few exceptions. For example, the long period of
rising prices in Sweden in the 18th century was accompanied
by a marked decline in the real wages of workers in the iron
industry, and, it may be presumed, an even greater decline
in the real incomes of handicraftsmen. The only large
class which seems to have derived any benefit was the peasantry,
apart from various groups of speculators whose gains were far
larger. These eflects followed quite incidentally from monetary
policies which were based only to an insignificant extent on any
regard for economic growth.

It 1s surely a striking fact that Keynes’ attempt to rehahbilitate
the mercantilists did not have its roots in the simple fact that,
after the price revolution of the 16th century, the 17th century
was in the main a period of sieady prices. This viewpoint was put
forward in a doctaral thesis, The Theory of the Balance of Trade in
England, a Study in Mercantilism, (1923) by Bruno Suviranta. My
own view is that it is not very plausible to say that mercantilist
theory can be explained by the conditions of the time for the
simple reason that the roots of mercantilism go back at least to the
middle of the 16th century when monetary conditions were
exactly the reverse. Nevertheless, there is more to be said in
support of this interpretation than can be said in fayour of one
which extends its validity throughout the whole of human
history.

Iv.

The whole of Keynes’ work is dominated by the problems of
employment and unemployment. So far as [ know, there has been
very little research into the factors historically determining the
level of employment, and thus the rate of unemployment. It is
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highly desirable that this subject which is so importan?in economic
history should be treated in a series of monographs. In the present
state of our knowledge, we must proceed cautiously, although
there can be no doubt about certain fundamental facts,

Until 1900, though to a decreasing extent in the later years,
agriculture was the dominant economic acthlty of Sweden and
many other countrles In these economies, unemplo)ment was
about as mdcpcndent of monetary and market conditions as it is
in modern Russia where the possibility of allowing the unemployed
to stream back into agriculture, at least at times, is regarded as
having been quite imporgant. The determining factor was the
harvest. The hordes of beggars on the highways described in early
Swedish sources were driven there by crop failures. In some
parts of Sweden a serious crop failure could force entire villages
out upon the roads to beg. It should not be necessary to explain
that no “planned investment” could have done anything to
remedy that kind of unemployment—if indeed that word is at
all appropriate. .

These comments obviously do not apply to early industrial
activity. In western and some parts of central Europe, industry
was from an early date much more important than in countries
like Sweden which remained predominantly agrarian. In these
economies, unemployment was a more tangible fact. It is quite
likely that many of the “sturdy beggars™ referred to in English
Poor Law legistation were workers who had at one time or
another been engaged in some sort of industrial activity.
Nevertheless, even in such cases, discussions which proceed
along Keynsian lines are almost always wide of the mark,

In the early stages of development, the industnalized sector
of an economy was subject to repeated dislocations which have
very little in common with the kind of disturbance we now call
the business cycle, They were dislocations resulting from wars,
state interference of various sorts and changes in market conditions,
especially abroad. As industrialization became more widespread,
people spoke in England of “‘the firm basis of land and the
fluctuating basis of trade.”” One of the examples which Keynes
claims as evidence of the clear-sightedness of the mercantilists
(General Theory, 347, quoting me) is taken from a pariiamentary
debate in 1621 on the “scarcity of money”. The situation was
largely the outcome of an intrigue which had resulted in the
transference of the old privileges of the Merchant Adventurers’
Company—and with them the charge of handling England’s
chief export, cloth——to a completely new and rootless company;

Vo Ll 23
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this enterprise had collapsed and an economic crisis had resulted.
This was a not uncommon situation; it seems to reflect a normal
state of affairs in which there is nothing at all to suggest that there
was any unemployment existing as a result of insufficient invest-
ment. The predominant type of industrial unemployment before
the industrial revolution was mainly, if not wholly, of the old,
well-recognized classical type which Keynes calls ““frictional”.
This certainly did not mean that its effects were nat at times
extremely severe. In many cases, we may suppose that sensible
governmental intervention could have warded off the causes of
the unemployment; in several cases, the unemployment only
arose because of foolish governmental intervention in the first
place. I know of no single example in which it might be suggested
that the difficulties were brought on by a general inadequacy of
the “inducement to invest”. This 1s not to deny that an increase in
credit could not possibly have improved matters.

I think that it is permissible to suggest that this remained true
for as long as a century after the start of the industrial revolution
(in the popular sense of the term)——that is, untd the 1860’s and
1870%s. So far from being a ‘‘general” theory, Keynes' theory is
appropriate to a situation which could scarcely exist in the
absence of fixed capital investment on a large scale and perhaps
also in the absence of strong Jabour organizations,

But Keynes’ view was quite opposed to this, since he believed
that he had discovered a trend running through all human
history. He is in reality merely putting into words the same sort
of conception as has so often and for so long been regarded as
characteristic of the classical economists. Adam Smith has often
been reproached for his talk of *‘a certain propensity in human
nature”... . “to truck, barter, and exchange one thing for
another”. Smith at least attempted some sort of sociological
explanation {in the introduction to the second chapter of Book I};
there is no counterpart to this in Keynes' assumptions of his
many “propensities’”’. A final and much more important point is
that the human propensity to trade indisputably has existed for
thousands of years longer in mankind’s history than the propensity
to save too much and to invest too little.

V.

The new exposition of economic relationships, of which Keynes
is without question the pre-eminent leader, is therefore to be
regarded essentially as a product of the increased significance of
fixed capital investment. The Keynesian theory, moreover, is
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intimately bound up with factors which are even more imited in
time; it might well be called a product of depression. The origins
of this mode of thought lay in the severe fall in prices and the
rwenty year depression from the mid-1870’s to the mid-1890’s.
These years saw the re-introductidn of protection in its new forms,
protection for agriculture and the Bisrflarckian Sofidanitatssystem.
They gave the stirgulus to those twe warriors in “the brave army
of heretics”” to whom Keynes devoted a great deal of space, Silvio
Gesell and J. A. Hobson. This change in the intelectual climate
was not brought abotit in any sense by stagnation but occurred in
conditions of falling priees created by new revolutionary
developments, primarily in transoceanic commerce, drawing
America much closer to Europe than ever before. American wheat
now enabled the people of Europe to satisfy their hunger for
almost the first time in history but at the same time threw European
agriculture into very serious difficulties.

The main point which concerns us here, however, is that fixed
capital i~ ¢ uurnt, plus the accompanying increase in the sige
of the unit of operations, gave real sigmificance for the first
time to what T have called “intermittently {free goods™-—unused
resources of productive factors, whether material or homan,
which, 1n themselves, are “scarce™. It must be emphasized strongly
that this constitutes a practical problem of great importance.
However, not merely is it a problem restricted to our own era, but
also its fundamental essence 1s quite different from what Keynes
supposed it to be. It makes necessary a fundamental revision—or
more correctly an amplification—of the classical atomistic theory.
Keynes himself used the analogy of Euc hdian versus non-Euclidian
geometry (first used so far as I know by J. M. Clarkj; at least
to the non-mathematician the comparison seems apt, with the
extremely significant reservation that one has temnporal limitations
and the other is universal. But it is certainly quite untrue that
non-Euclidian geometry has made Euclidian superfluous. An
extension to the edifice of economic theory built according to
this plan would in my opinion preserve much of the old and give a
much less constrained and a more correct impression of the new
than is to be found in many existing constructions. To pursue
this matter further would, however, carry me far beyoid the
limits of this chapter.

Let me conclude by emphasizing that Keynes’ remarkable book
should be read in its historical context. It may have been influenced
by the changes in circumstances and ideas which I have mentioned
above; but its specific motivation is to be found in the persistent
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unemployment in England between the two World Wars, a
phenomenon with which Keynes seems almost to be obsessed.
Seldom has a work with pretensions to universal applicability
been based to such an extent on a single narrow point of view.
It became in consequence the opposite of a “‘general” theory and
became instead a theory of quite limited applicability. Until
the second World War it had been the view ¢of Keynes—and of
others—that, in the absence of planned investment, war alone
could create full employment. I do not know whether Keynes had
the opportunity to reconsider his views in the light of conditions
immediately after the war, whenall productive resources,
material and human alike, were strained to the breaking-point.
But, in any event, this has nothing to do with the history of
mercantilism.
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Addendum §1: (Replaces and supplements text from last paragraph,
16, to and including line 41, 17.) What was it that differentiated
the mercantilists and their views 6n power as a factor in economic
policy from Adam Smith and liberalisth in general? In the first
edition of this work, I maintained that the difference lay in oppos-
ite views concerning ends and means. Thus for the mercantilists
power was a goal in itself, though certainly not the only and final
goal. For Adam Smith, however, as is consistent with the title of
his great work, power was only a means to the end of welfare, ad-
mitting, of course, that some degree of welfare must be sacrificed
in order to make the remainder secure. [t is against this thesis that
Jacob Viner has writttn the essay ated in the footnote on p. 13.
Here he has included an imposing array of quotations from con-
temporary English writings and from other contemporary com-
ments, The implication of these expressions is, in general, that
power, conautice and welfare (plenty} were placed side by side%as
cqually desirable and mutually compatible goals, It seems quite
clear to me that Viner has concerned himself too much with the
phraseology of these expressions and too little with the wider issues
which determined the views of the various authors and politicians.
Nevertheless, his evidence impresses me as being sufficiently
strong 1o make me abandon my onginal thests on this issue. After
a careful consideration of his work, I have come to the conclusion
that in the great majority of cases the difference between the
mercantilist position and that which succeeded it was a difference
of degree and not a difference of kind. On the other hand, T am
still of the opinion that this difference of degree was buth great and
significant, and that it played an important role both in the
mercantilist theory and in mercantilist policy, since it was
naturally associated with both. The following discussion deals with
certain ecconomic measures 1a the sphere of power politics; that
these measures ceased, for all practical purposes, after the decline
of mercantilism impresses mie as being of great importance. It
seemns apparent that Viner does not take issue with me on this.r

! “That the mercantilists considered power as an end in itsell and as an
important end, and that they considered wealth to be a means of power need
not be examined here, since there is no grouna tor disputing these propositions
and, as far as I know, no one has ever disputed them. That the mercantilists
overemphasized these propositions T would also not question.” (The choice

of the word “overemphasize” appears to me to be unfortunate, since it pre-
supposes a non-existent criterion with which to measure the dose of the policy
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In order ¢o achieve an adequate understanding of the influence
wielded by the concept of power on the economic doctrine of
mercantilism, it may be well to begin with a detailed account of
the ideas of two leading statesmen, one an Englishman and the
other a Frenchman, \

Most accessible among the English mercantilists in this matter is
Francis Bacon, a shinker from whom one would hardly expect an
extreme approach. Bacon was not a radical thinker; in his breadth
of understanding and capacity to survey general problems he
exceeded most if not all of his contemporaries. On this topic
however, he reveals a degree of extremism and one-sidedness
more pronounced than is to be found in most contemporary
writings. Nevertheless his views on this issue as well as on many
others are of particular interest and are likely to have been shared
by others. I have quoted one of his statements above; there can be
no doubt that in his admiration for Henry VII he saw a great
advance in the transition “from consideration of plenty to con-
sideration of power"’, which he understood to be the significance of
the king’s economic policy. I propose now to give some account of
the longest of his Essays and to supplement it by quotations from
some of the others.

of power which should have been the right dose —an assumpuon which s
clearly unjusufiable.] Further: *‘It is doctrine, and not practice, which is
the main concern here.” [Viner, “'Power versus Plenty . . "' 6§ and 20 resp.)
Since my discussion 1s concerned both with doctrine and with pracuce, my
interpretation and his may be expected, to some extent, to take separate
courses. However, his theses 1in the form he has given them here should in
the main be quite compatible with the first edition of this book. That Viner
directs his criticism against me seems to depend on the fact that time after
ume he attinbutes o me the conception of power as the sole end for the
mercantilists. This 1s an interpretation which I fati to understand and which
is nowhere supported by any quotaton. In the fiest edition, as in the present
edition (I 25), the following statement appears: *. . . wealth as such was
the centre of interest and domunated economic thought and dealings ta an
equal degree in both [mercantilism and liberalism], far more 1n fact than the
question of i3 ultimate appheation.”  Finally, it should be mentioned that
a German critic, H. Rachel, in diametric opposition to Viner, upbraids me
for not having given the power aspect sufficient space. " Zutretfend wird die
Kombination ven Einheits. und Machistreben als charakteristisch fur den
Merkantilismus hervorgehoben, nur hdtie der Machigesichispunkt dabei
durchaus vorangestellt und starker betont werden sollen.”  (“The siriving
for the combination of unification and power as characteristics of mercantilism
are rightly given prominence but the power aspect should have been under-
lined and more strongly emphasized throughout.””  Forschungen 2. brdb. u.
freuss. Gesch. XLV, 1932, 180). This characteristic opposition depends in
part on the fact that Viner and Rachel have two very different countries
in mind.
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In his edition of Bacon’s Essays, Aldis Wright gxpressed the
opinion that the Essays contained Bacon’s most mature and care-
fully selected thoughts; we may thus assume them to be
representative of his views. For present purposes the most apposite
essay is No. 29 in the 1625 editipn. The subject had long been of
interest to Bacon; there exists a fragment from 1608 which
constitutes an introduction to an essay and which was included in
the 1612 edition, and later in the Latin edition, reputedly
translated by Hobbes. The title, “Of the True Greatnesse of
Kingdomes and Estates” might suggest that the essay comprises
Bacon’s views on the factors contributing to all aspects of a state’s
greatness. On the other fand, the Latin title is “De proferendis
imperit finibus”, (*‘on the extension of the state’s frontiers™) and
thus presumably indicates that he wus emphasizing one particular
aspect of the subject. Other statements, including that already
cited, make it quite clear that he thought along the lines developed
in the full essay. The text with which the present work is prefaced
(1, 7) is a quotation from this essay. What follows here is an outline
of the Lasic aigument, largely in its original form, but omitting
the mass of historical, mainly classical, examples.

After an introductory paragraph, Bacon turned to the difficulties
involved in measuring the power of states. My prefatory quotation
comes from this section and is symptoma‘ic of the main tendency in
his exposition. The external implements of power are but sheep in
lion-skins, he wrote, while the disposition of the people 1s “stout
and warlike”. The first principle of greatness is to have a race of
warlike men. Money 1s not the sinews of war, as it has been
trivially said, if in a base and effeminate people the sinews in men’s
arms are failing. States which would achieve grea -iess must be
on their guard not to let their nobility and gentry become too
large a class, for in such a case the common man becomes enslaved
and not one head in a hundred has the strength to bear a helmet.
This is of particular importance to the infantry, the army’s nerve;
otherwise the resuft will be a large population but only relatively
little strength. With admirable forethought, Henry VII therefore
created an agricultural system based on prosperous and
independent owners, a yeoman class which produces good soldiers.
Free servants of the nobility could fill the same role, and the nobles
ought therefore to be encouraged te maintain a large retinue,
practice hospitality and generosity since that would unquestionably
contribute to military greatness, States which generously naturalize
foreigners are ““fit for Empire” for the trunk of the tree which
they have thus come to nourish will not be too weak to support its
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branches. Indoor employments are not for a war-like people which
loves danger more than work; thus it was to the advantage of the
peoples of antiquity to have slaves; now that slavery hasdisappeared
withthe coming of Christianity,the same end should beserved by lim-
iting a population to groups of farmers, free servants and artificers.

Without practice, congnued Bacon, there is no proficiency,
and no country achieves greatness without practice in the use of
weapons. A state must utilize justifiable situations—which they
can pretend arise—to go tc war. Countries which strive for
greatness are not slow to take up a challenge, and no state can be
great which does not arm itself at every justified occasion. A just
and honourable war is the best practice. A civil war is the heat of
fever, but a foreign war is the heat of physical motion which
helps to maintain bodily health, while courage is dissipated and
habits decay during an apathetic peace. Finally, Bacon dwells on
the special significance of sea power.

Here one finds an obviously strong feeling for the superiority
of quality over quantity, but this, like all else, has been made the
basis for open recourse to a policy of power which reminds us
of the most violent theories of power in our own century, of
Nazism and Fascism, with which west-European mercantilism
had little else in common. There are, moreover, differences from
the type of mercantilism which later became common, such as the
warning against indoor employments. But, in what might be
called his everyday views on events, Bacon was a mercantilist. It is
thus striking that he gave welfare and commerce not so much as a
sidelong glance; even the demand for yeoman agriculture was
determined by considerations of pure power-politics.

Amongst Bacon’s other essays there certainly exist statements
not stamped with the same extreme one-sidedness, but which in
principle are fully compatible with those given above. In one
essay {(“Of Empire”, §19 in the 1625 edition) he advises princes to
be on their guard “‘that none of their neighbours do overgrow so
by increase of territory, by embracing of trade {italics mine), by
approaches, or the like, as they become more able to annoy them
than they were”. Commerce appears here with its characteristic
purpose—its contribution to power. In a third essay {§15: “Of
Seditions and Troubles”), he writes that the export of a country’s
natural resources, its produce and its transport services cause
“riches to stream in like a spring flood”, but the approach is that
indicated by the title—to avoid seditions and troubles—not to
create plenty. These quotations are not a biassed selection but are



intended to provide a fair summary of those part} of Bacon’s
essays which are relevant to this discussion.®

Undoubtedly Bacon trod a lone path in many respects and, as [
have aiready noted, he cannot be looked upon as a representative
spokesman for mercantilism in ggneral. That is not the case with
the exponent of mercantilism to whgm I now turn, namely,
Colbert. More than any other contemporary $tatesman, Colbert
belonged to mercantilism in letter and spirit, positive and negative.
To this extent the name Colbertism given to the whole phenomenon
of mercantilism is laygely justifiable. As has often happened, the
philosopher showed a greater propensity to exaggerate than did the
practical statesman, though Colbert had all the French proclivity
for blending logic with epigram; examples of such expressions
could be taken from a number of his official writings.

In a report to Louis XIV in 1664, Colbert wrote that in order to
reach the great objectives which the king had set as his goal, it
was necessary to “limit the occupations of all of Your subjects as
far as possible to those which serve the lofty aims: they age
agriculture, trade (les mirchandises, 1.c., trade and manufacture),
war at sca and on land.” All else should be set aside. In a letter to a
cousin who was Intendant at the naval base at Rochefort, Colbert
wrote two years later: " ['rade is the source of [public] finance and
[public] finance is the vital nerve of wai.”” Thiy attitude emerges
more explicitly in discussions of concrete problems thar in
general pronouncements of this kind, although even here, Colbert’s
statements are surprisingly fruitful.

Addendumn §2: The extent to which Celbert’s words and deeds
were determined by this one single consideration may easily be
exaggerated, The corrcspondence concerning the choice of an
alhance for France in 1669, referred to above, gives some
indication of this, as Viner has also noted. The concern there is
not for power, but above all else, forcign trade, in particular
foreign trade by sea, which is referred to flatly as “the most
important subject in the world.” The English in particular, it 1s
said, are not moved more strongly by anything else. According to
Colbert’s opinion on that occasion, only commerce can “create
a surplus for the country’s subjects, and as a result provide for the
satisfaction of princes.” An interest in the people’s welfare is also
indicated in this formulation, otherwise uite foreign to Colbert’s
official writings, and it is even more strongly expressed elsewhere in
the same document, thus: ““Although the welfare of their subjects is

 Essays and Colours of Good and Ewml, ed. W. A, Wright (reprinted, Lond.
1920): Wright's comment, 292; essays in order aited: 118-30, 77, 59-
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the last, ityought nevertheless to stand first in the thoughts of
good princes.” Welfare for subjects comprises in part the
maintenance of internal peace, and princes should endeavour
“by means of commerce to make available to their needy
subjects better opportunities for maintaining life and for the rich,
a greater surplus.” This Jatter should properly be seen as further
evidence for the estormous value of commerce.

Addendum  §3: Napoleon’s “war against ther English” in this
connection was, of course, the Continental System. From many
points of view this constituted the most consistent example of the
mercantilist policy of power. Since it lies outside the period dealt
with in this investigation, I shall only mention it in passing at this
point. The idea behind the Continental Systern was much
older than Napoleon, and was essentially the desire to “vanquish
England by excess”, to force her to her knees by cutting off the
continent from her products and those of her colonies. Economic
warfare was used here, perhaps with greater consistency than
ever before, to serve a purely political end. They were one of
the main weapons-—perhaps the main weapon—in the struggle
which lasted two full decades and ended only with Napoleon’s
fall. What was paradoxical in this situation was the use of curtous
and conflicting measures, such as the extenston of trading with the
enemy, a phenomenon which stands in sharp contrast to the
policy of the first World War and stresses the basic differences in
economic conceptions, Extensive transactions between enemies
could be allowed so long as it was believed that the relationship
would leave the other side poverty stricken. It was only after this
policy of Napoleon had been unmistakably proved a fatlure that it
degenerated into a gigantic system of extortion, from which the
original purposes had largely disappeared, The formal plan
underlying the Continental System marked the zenith of the
mercantilist policy of power, despite the fact that Adam Smith’s
doctrines had been propounded several decades earlier.’

Addendum §4: Both trade and welfare, the aims with which power
was customarily associated, must also be understood in their
specific mercantilistic meaning, A “favourable” balance of trade
implied the necessity of assuring an excess of exports over imports,
thus diminishing the level of internal consumption. The “fear of
goods” was fundamental to the doctrine of mercantilism, and the
“economy of low wages”” was at least a widely accepted doctrine.
A typical mercantilist of orthodox views was thus in no position

1 See my book, The Continenial System {Oxf. 1922, Swedish ed: Xontinental-
systemet, Sthim, 1918), which is concerned with the relationship indicated here.
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to regard the welfare of the broad masses as a degirable goal.
Much the same attitude prevailed with respect to trade, though
with certain qualifications. There is no doubt that the promotion
of trade—especially overseas trade-—ranked first among the
achievements after which the mercantilists strived. Their eagerness
on this point was qualified: trade wag, not to bring the country
more goods than it took out; on the contraty, the aim was to
create an excess of exports. In addition, care should be taken that
as many vessels as possible were maintained and a maximum
number of seamen and fishermen employed. This latter policy
was precisely in line with the interest in power: it would guarantee
naval strength without sefting up a competing occupation. Thus
there are two reasons why trade and welfare cannot be regarded
as equipollent to powér. On the other hand, Viner is undeniably
vorrect in maintaining that they were mutuatly compatible goals.
Addendum  §5: Concern with the supply of szitpetre for the
production of gunpowder created considerable difficulty in
France as well as in England, Special measures taken to assure an
adequace supply of saltpetre appeared as early as the middle of
the 15th century in France and followed the normal pattern for
such measures there. According to a statement of 1601, saltpetre
prodaction was a state monopoly, as was the right of coinage.
Final responsibility was placed on a high administrative officer—
for 11 years, Sully —with a hierarchy of subordinates. For a time
production was allocated pro rafa to the vanous provinces. In
gencral, private interests carried out the actual production, but
under strict government surveillance. Because of the usual
obedience shown by the French population under the ancien
régime the regulatory system does not seem to have et any serious
opposition, although illegal private production was never
completely stamped out. The French regulations were subject to
much less discussion than the English, thereby rendering them
rather less interesting. The system was more thorough than the
English and administered more intensively, (See Nef, cited above,
1, ch. 6, Addendum §3; for France: 59-68; England: 88-g8).
Addendum §6: Thomas Hobbes strikingly expressed his thoughts on
money in 1651 when he wrote that gold and silver “have the
priviledge to make the Common-wealths move, and suwetch out
their armes, when need is, into forra :n Countries; and supply,
not only private Subjects that travell, but also whole Armies with
Provision,” (Lepiathan, 15t ed., part 2, ch. 24, 130; ed. Waller,
Cambr. 1go4, 180).

Addendum §7: E. A. J. Johnson was probably the first to elucidate
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the line of thgught which had perhaps the most serious consequences
for the usual mercantilist doctrine. Briefly, this involved replacing
the doctrine of the balance of trade with what might be referred
to as the doctrine of the “‘balance of work™, that is, the conception
that the decisive factor determining tht., value of a country’s
foreign trade was the amount of labour which went into its
exports relative to the amount of labour represented by its imports.
This approach was particularly clear in the contents of The
British Merchant, a rather superficial but politically influential
publication, first brought out as a periodical and later as a series
of books. This reasoning cotncided largely with the usual
eagerness to export manufactured goods and to import those which,
like raw materials, represented as little expenditure of labour as
possible. Further analysis shows clearly that this increased the
demand for labour and thus led to higher wages. It is unlikely
that mercantilists in general were aware of this effect, since they
were ondinarily proponeats of an “cconomy of iow wages”. Even
the ordinary view of the role of precious metals came to be reviewed
from the same angle, {See E. A. ], Johnson, gp. ait., last chapter:
*“The Export of Work and Foreign Balances”.}

Addendum §8: Sweden had an indefatigable counterpart in the
contemporary Christopher Polhem whose suggestions in widely
different technical fields indicate that he was in alt probability a
greater inventive gentus than the others mentioned here, although
most of his inventions were never applied practically. (The
literature on Polhem is extensive; see my Sveriges ekon. hist. 11:2
504 f. for an evaluation of Polhem’s significance.}

Addendum §g: One of the more surprising criticisms of my work is
directed against my treatment of Mandeville’s views on “‘the
Poor”, and the necessity for keeping them at the 1owest possible
standard. The criticism is to be found in a review by A, Meyendortt
in Baltic and Scandinavian Countries 11, 1997, ur. 1 {5} 134. He quotes
a statement which is intended to 1illustrate that Mandeville lovked
with disfavour both upon wages which were too low as well as
those which were too high. Meyendorfl does not give the precise
quotation and consequently it has been impossible for me to
find the statement to which he alludes. I do not believe,
however, that there can be any doubt about the general tenor of
Mandeville’s writings in this respect. In particular his “Essay
on Charity and Charity Schools” which has been appended to
later editions of his book (see above, 167), constitutes a
diatribe against the demands of servants and labourers. The
latest editor of Mandeville’s writings, F. B. Kaye, maintains in the
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introduction to his edition (I, Ixix-Ixxii) that this pbint of view
*‘is apt to impress the modern reader as almost incredibly brutal”,
and that, despite the honest desire to do him justice, he has no
other comment on the criticism directed against Mandeville on
this point than to note thatshe shared the opinion of his
contemporaries and differed from them only,in that he did not
play the hypocrite.

Addendum §10: There are but few examples of direct protest
against this identification of money and wealth., In addition to
that ascribed to Papillon and cited in the text, another should be
mentioned, curiously enough also concerned with the question of
East India trade. Although it has since acquired a considerable
reputation for its early espousal of liberal ideas, it seems less
certain that it receivedsany attention when it was published in 1701.
Its author 15 unknown; its title: Considerations upon the East-Indra
Trade. 'The development of the author’s reasoning runs as follows:
the true and primary wealth both of individuals and of the whole
people . ~cists of meat, bread, clothing and houses--the
conveniences as well as the necessities of life; progress and
improvement lie in the secure possession and the enjoyment of
these things. They are wanted for their own sake; money Is
regarded as wealth because 1t will buy them. Precious metals are
secondary and dependent; clothing and goods are real and
primary riches....This reasoning appears <o «clear that
misunderstanding seems impossible. This is not so, however, for
the pamphlet continues to the cffect that everything which 1s
consumed in England is loss - -it can reap no profit for the country
.. .. The author's talk of meat, bread, cothing and houses as the
real riches 15 forgotten; such things are intended for use within
the country and, indeed, this is scarcely to be avoided.

Addendum §rr. On the basis of another set of the many notes
from the debates of 1621 {Commons’ Debates 1621, ed. W. Notestein,
F. H. Relf, H. Simpson, New Haven 1935, Il 3of, Yale Hist.
Publ. XV}, Lipson (Il Ixxix} has maintained that one comment
indicates that goods were considered as riches. Read in its context,
however, this expression takes on another significance. The speaker
in question was as eager as any of the others to investigate the
causes of the shortage of money and wished to summon the
silversmiths and the Merchant Adven.urers before Parliament to
ask their advice on how to keep the precious metals in the country.
The argument, to use Lipson’s quotation, was: “It is a general
opinion that any kingdom that is rich in staple commodities must
needs be rich,” It cught therefore to be investigated whether goods
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could not betold or had been forced down in price, for “if so, then
there must needs be a want of coin.” Not only was the speaker in
full accord wath the others in thinking that the scarcity of money
was the reason for their difficulties, but the most obvious
interpretation of his comments akout riches is that the abundance
of commodities reqyired monegy and should have attracted it.

Despite the fact that there are certainly many who feel that
the two preceding sections represent an obsolescent economic
theory, I have left them unchanged because I do not share this
opinion, With respect to Keynes’ interpretation of the
contribution of mercantilism, I refer the reader to the supplemen-
tary chapter in this edition.

Addendum §r2: (Supplement to footnote 6, 251.)

In his essay on the theory of international trade before Adam

Smith, Viner cites another pamphlet in addition to the one
mentioned in the footnote above. It 1s that of Isaac Gervaise, The
Sypstem or Theory of the Trade of the World, published in 1720, and
hitherto unknown to me. Judging from Viner’s exposition {79-83),
the work presents a discussion of the issue which is uncommonly
lucid for that time. This impression is strengthened by the more
detailed reference by J. M. Letiche, “Isaac Gervaise on the
International Mechanism of Adjustment”, Journal of Political
Economy LX, 1952, 34-43. Since I have not had access to Gervaise’s
work, and since it apparently attracted no attention before Viner
discovered it, I shall be content with the reference to the discussions
of it quoted here.
Addendum §r3: James II's declaration of indulgence (1687),
promulgated to favour his fellow Roman Catholics, was
camouflaged under the interest “for the increase of trade”; to
coerce people in matters of mere religion “has always becn
directly contrary to our inclination, as we think it is to the interest
of Govt. [sic], which it destroys by spoiling trade, depopulating
countries, and discouraging strangers’”, See |. Paget, The New
“ Examen ™ (1861, repr. Manchester 1934, 211f}.





